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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended September 30, 2018

Commission file number 333-86453

UNITED BANCSHARES, INC.

(Exact name of Registrant as specified in its charter)

Ohio

(State or other jurisdiction of incorporation or organization)

105 Progressive Drive, Columbus Grove, Ohio

(Address of principal executive offices)
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34-1516518

(I.R.S. Employer Identification Number)

45830

(Zip Code)

(419) 659-2141

(Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes _X_ No

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be
submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12
months (or for such shorter period that the registrant was required to submit and post such files). Yes _ X No ___

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions of “large accelerated filer”, “accelerated filer”, “smaller reporting
company” and “Emerging growth company” in Rule 12b-2 of the Exchange Act.:

Large accelerated filer Accelerated filer Non-accelerated filer __X Smaller Reporting Company__X
Emerging growth company

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
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Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of September 30, 2018:
3,269,358.

This document contains 48 pages. The Exhibit Index is on page 41 immediately preceding the filed exhibits.
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PART 1 - FINANCIAL INFORMATION

ITEM 1 - FINANCIAL STATEMENTS

United Bancshares, Inc. and Subsidiaries

Consolidated Balance Sheets (Unaudited)

(in thousands except
share data)

September December

30, 31,

2018 2017
ASSETS
CASH AND CASH EQUIVALENTS
Cash and due from banks $9,658 $10,718
Interest-bearing deposits in other banks 8,991 16,556
Total cash and cash equivalents 18,649 27,274
SECURITIES, available-for-sale 163,504 169,428
FEDERAL HOME LOAN BANK STOCK, at cost 5,302 5,302
LOANS HELD FOR SALE 6,437 2,384
LOANS AND LEASES 550,777 506,412
Less allowance for loan and lease losses 3,314 2,835
Net loans and leases 547,463 503,577
PREMISES AND EQUIPMENT, net 19,038 19,336
GOODWILL 28,616 25,203
CORE DEPOSIT INTANGIBLE ASSETS, net 996 1,126
CASH SURRENDER VALUE OF LIFE INSURANCE 18,122 17,828
OTHER REAL ESTATE OWNED 166 159
OTHER ASSETS, including accrued interest receivable 6,860 8,833
TOTAL ASSETS $815,153 $780,450
LIABILITIES AND SHAREHOLDERS’ EQUITY
LIABILITIES
Deposits:
Non-interest-bearing $112,775 $105,828
Interest-bearing 547,574 524,720
Total deposits 660,349 630,548
Other borrowings 60,000 57,148
Junior subordinated deferrable interest debentures 12,865 12,840
Other liabilities 4,983 4,210
Total liabilities 738,197 704,746

SHAREHOLDERS’ EQUITY
Common stock, stated value $1.00, authorized 10,000,000 shares; issued 3,760,557 shares 3,761 3,761
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Surplus 14,905 14,783
Retained earnings 69,626 64,994
Accumulated other comprehensive loss (3,653 ) (124 )
Treasury stock, at cost, 491,199 shares at September 30, 2018 and 492,914 shares at

December 31, 2017 (7,683 ) (7,710 )
Total shareholders’ equity 76,956 75,704
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $815,153 $780,450
The

accompanying

notes are an
integral part of
the
consolidated
financial
statements.
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United Bancshares, Inc. and Subsidiaries

Condensed Consolidated Statements of Income (Unaudited)

(in thousands except share data)
Nine months

Three months ended ended September

September 30,

30,

2018 2017 2018 2017
INTEREST INCOME
Loans and leases, including fees $7,596 $ 5384 $21,777 $14,516
Securities:
Taxable 686 581 1,898 1,833
Tax-exempt 372 420 1,193 1,266
Other 105 99 342 257
Total interest income 8,759 6,484 25210 17,872
INTEREST EXPENSE
Deposits 1,028 559 2,600 1,466
Borrowings 659 217 1,681 569
Total interest expense 1,687 776 4,281 2,035
Net interest income 7,072 Corporate Banking

Insurance Retirement Benefit Auto & Corporate
&
Products Products Funding Home International Other Total
(In millions)

Total revenues $ 5176 $ 1261 $ 772 $ 802 $ 1,580 $ 623 $10,214
Less: Net investment gains (losses) (1,036) 150 (809) 31 454 304 (906)
Less: Adjustments related to net
investment gains (losses) (6) (6)
Less: Other adjustments to revenues
ey (24) (50) 37 25 ) (13)
Total operating revenues $6242 $ 1,161 $ 1544 $ 771 $ 1,101 $ 320 $11,139
Total expenses $6059 $ 1478 $ 1,448 $ 672 $ 940 $ 579 $11,176
Less: Adjustments related to net
investment gains (losses) 59 135 194
Less: Other adjustments to expenses
(D @) 26 9 28
Total operating expenses $6007 $ 1343 $ 1448 $ 672 % 914 $ 570 $10,954

(1) See definitions of operating revenues and operating expenses for the components of such adjustments.
11
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The improvement in the financial markets which began in the latter part of 2009 and continued into 2010, was a
key driver of the increase in operating earnings available to common shareholders. Such market improvement was
most evident in higher net investment income and policy fees as well as lower amortization of DAC, VOBA and DSI.

A $662 million increase in net investment income was primarily the result of increasing yields. The improvement
in yields increased net investment income by $637 million and growth in average invested assets increased net
investment income by $25 million. The increase in yields resulted from the effects of improving equity markets,
which began in the latter part of 2009, and stabilizing real estate markets, which began in the first quarter of 2010. In
light of these improving market conditions, we continued to reposition the accumulated liquidity in our portfolio to
longer duration and higher yielding investments. The impact of the improvement in yields was concentrated in other
limited partnership interests, real estate joint ventures and fixed maturity securities. Since many of our products are
interest spread-based, higher investment income is typically offset by higher interest credited expense. However, since
a large portion of our crediting rates can move consistent with the underlying market indices (for example, London
Inter-Bank Offer Rate ( LIBOR )), interest credited has decreased compared to the first quarter of 2009 despite the
increase in net investment income, most notably for our funding agreement products. The increase in interest credited
expense attributable to business growth was more than offset by the impact of declining crediting rates.

The financial market improvement was a key factor in the determination of our expected future gross profits, the
increase of which triggered a decrease of $114 million in DAC, VOBA and DSI amortization, most significantly in
the Retirement Products segment. The prior year period had an unusually high level of such amortization as a result of
the economic conditions at that time. The increase in our expected future gross profits stemmed primarily from an
increase in the market value of our separate account balances, which is attributable, in part, to the improving financial
markets. The increase in separate account balances resulted in higher policy fee income of $114 million. The financial
market conditions also resulted in a $46 million increase in net guaranteed annuity benefit costs in our Retirement
Products segment, as increased hedging losses were only partially offset by lower guaranteed benefit costs. As
mortgage interest rates increased and the level of mortgage refinancing moderated in 2010, a $6.4 billion decline in
residential mortgage loan production resulted in a $45 million decrease in operating earnings, $11 million of which is
reflected in net investment income. This was partially offset by a $15 million increase in operating earnings from a
$22.5 billion increase in the serviced residential mortgage loan portfolio, consistent with the high level of mortgage
refinancing experienced in 2009.

A lower effective tax rate provided an increased benefit of $95 million from the first quarter of 2009. This benefit
was the result of increased utilization of tax preferenced investments, which provide tax credits and deductions. This
benefit was largely offset by a $75 million charge related to the Patient Protection and Affordable Care Act and the
Health Care and Education Reconciliation Act of 2010 (together, the Health Care Act ). The federal government
currently provides a subsidy, on a tax-free basis that provides certain retiree prescription drug benefits (the Medicare
Part D subsidy ). The Health Care Act reduces the tax deductibility of retiree health care costs to the extent of any
Medicare Part D subsidy received beginning in 2013. Because the deductibility of future retiree health care costs is
reflected in our financial statements, the entire future impact of this change in law was required to be recorded as a
charge in the period in which the legislation was enacted.

The $57 million increase in other expenses was primarily due to our International businesses, which stemmed from
the impact of a benefit recorded in the prior year period related to the pesification in Argentina as well as business
growth in the segment. The prior period benefit was largely due to a reassessment of our approach in managing
existing and potential future claims related to certain social security pension annuity contract holders in Argentina
resulting in a liability release. These increases were partially offset by the positive impact of our Operational
Excellence initiative, which was reflected in lower information technology, professional services and printing and
postage expenses. In addition, lower variable expenses, such as commissions, resulted in a decrease in other expenses.
Also partially offsetting the increase in operating earnings available to common shareholders, was a $27 million
decrease in DAC capitalization compared to the prior year period.

12
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Insurance Products

Three Months
Ended
March 31,
%
2010 2009 Change Change
(In millions)
OPERATING REVENUES
Premiums $4,323 $4.201 $ 122 2.9%
Universal life and investment-type product policy fees 549 583 34) (5.8)%
Net investment income 1,504 1,281 223 17.4%
Other revenues 189 177 12 6.8%
Total operating revenues 6,565 6,242 323 5.2%
OPERATING EXPENSES
Policyholder benefits and claims and policyholder
dividends 4,847 4,748 99 2.1%
Interest credited to policyholder account balances 234 231 3 1.3%
Capitalization of DAC (206) (206) %
Amortization of DAC and VOBA 239 210 29 13.8%
Interest expense 1 (D (100.0)%
Other expenses 992 1,023 31D 3.0)%
Total operating expenses 6,106 6,007 99 1.6%
Provision for income tax expense (benefit) 161 80 81 101.3%
Operating earnings $ 298 $ 155 $ 143 92.3%

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

The improvement in the global financial markets, which began in the latter part of 2009 and continued into 2010,
positively impacted operating earnings for our Insurance Products segment, as evidenced by a significant increase in
net investment income. However, high levels of unemployment continued to impact certain group businesses as a
decrease in covered payrolls challenged growth. In addition, general economic conditions negatively impacted
revenues, resulting in essentially flat revenues in our non-medical health and individual life businesses.

The significant components of the $143 million increase in operating earnings were the aforementioned
improvement in net investment income and the impact of a reduction in dividends to certain policyholders, partially
offset by net unfavorable claims experience across several of our businesses. Group life had favorable mortality
experience this quarter, which was more than offset by the unfavorable mortality experience in the traditional life
business coupled with the impact of a higher benefit ratio in our non-medical health business. This elevated benefit
ratio was largely driven by higher, but stabilizing, dental benefit utilization and the combined impact of an increase in
incidence and lower recoveries in our disability business.

The increase in net investment income of $145 million was due to a $101 million increase from higher yields and a
$44 million increase from growth in average invested assets. Yields were positively impacted by the effects of
improving financial markets on several invested asset classes, primarily other limited partnership interests and real
estate joint ventures; a slight increase in yields on fixed maturity securities reflected the continued repositioning of the
accumulated liquidity and short duration structured securities to longer duration U.S. Treasury, agency and

Table of Contents 10
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government guaranteed securities and corporate fixed maturity securities. The equity market recovery, which began in
the second half of 2009, and real estate market stabilization, which began in the first quarter of 2010, led to improved
yields on other limited partnership interests and real estate joint ventures. The growth in the average invested asset
base was from an increase in net flows from our individual life, non-medical health, and group life businesses and was
primarily invested in fixed maturity securities. To manage the needs of our intermediate to longer-term liabilities, our
portfolio consists primarily of corporate fixed maturity securities, mortgage loans, structured finance securities
(comprised of mortgage and asset-backed securities), and U.S. Treasury, agency and government guaranteed fixed
maturity securities and, to a lesser extent, certain other invested asset classes including other limited partnership
interests, real estate joint ventures and other invested assets to provide additional diversification and opportunity for
long-term yield enhancement.

The dividend scale reduction in the fourth quarter of 2009 resulted in a $30 million decrease in policyholder
dividends in the traditional life business in the current period. This benefit was offset by net unfavorable claim
experience across several of our businesses. This result stemmed primarily from higher incidence and severity of
group and individual disability claims and higher benefit utilization in our dental business. We also experienced
unfavorable mortality in our individual life business. This unfavorable experience was somewhat offset by favorable
mortality results in our group life business and an improvement in morbidity results in our long term care business.

13
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Other expenses decreased $20 million predominantly from declines in information technology, rent, printing and
postage and professional services which includes the positive impact of our Operational Excellence initiative. Partially
offsetting this reduction was an increase in variable expenses, such as commissions, a portion of which is offset by
DAC capitalization. The decrease in other expenses was almost entirely offset by an increase in DAC amortization.
This increase was primarily attributable to the impact of higher current period gross margins in the closed block,
partially offset by the favorable impact from the improvement in the global financial markets.

Retirement Products

Three Months
Ended
March 31,
%
2010 2009 Change Change
(In millions)
OPERATING REVENUES
Premiums $ 123 $ 152 $ 29 (19.)%
Universal life and investment-type product policy fees 513 356 157 44.1%
Net investment income 773 623 150 24.1%
Other revenues 48 30 18 60.0%
Total operating revenues 1,457 1,161 296 25.5%
OPERATING EXPENSES
Policyholder benefits and claims and policyholder
dividends 354 325 29 8.9%
Interest credited to policyholder account balances 406 402 4 1.0%
Capitalization of DAC (234) (329) 95 28.9%
Amortization of DAC and VOBA 133 326 (193) (59.2)%
Other expenses 554 619 (65) (10.5)%
Total operating expenses 1,213 1,343 (130) 9. 7%
Provision for income tax expense (benefit) 85 (64) 149 232.8%
Operating earnings $ 159 $ (118) $ 277 234.7%

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

During the first quarter of 2010, overall annuity sales have decreased 40% when compared to the first quarter of
2009 as the fixed annuity sales decline was partially offset by a slight increase in sales of our variable annuity
products. The financial market turmoil in early 2009 resulted in extraordinarily high sales of fixed annuity products in
the first quarter of 2009. The high sales level was not expected to continue after the financial markets returned to more
stable levels. Surrender rates for both variable and fixed annuities remained low as our customers continue to value
our products compared to other alternatives in the marketplace. Separate account balances are $29 billion higher than
the previous year, driven by higher variable annuity sales and favorable investment performance resulting from strong
market conditions. This resulted in higher policy fees and other revenues which are based on daily asset balances in
the policyholder separate accounts.

The improvement in the financial markets was the primary driver of the $277 million increase in operating
earnings, with the largest impacts resulting from a decrease in DAC, VOBA and DSI amortization of $138 million and
a $114 million increase in policy fees and other revenues. During the first quarter of 2009, results reflected increased,

Table of Contents 12
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or accelerated, amortization primarily stemming from a decline in the market value of our separate account balances.
A factor that determines the amount of amortization is expected future earnings, which in the annuity business are
derived, in part, from fees earned on separate account balances. The market value of our separate account balances
declined significantly in the first quarter of 2009, resulting in a decrease in the expected future gross profits, triggering
an acceleration of amortization. In 2010, the increase in market value of our separate account balances was due to
improved market conditions, resulting in an increase in the expected future gross profits and a corresponding lower
level of amortization and higher policy fee and other revenues.

Also contributing to the increase in operating earnings was an increase in net investment income of $98 million,
consisting of a $132 million increase from higher yields and a $34 million decrease from a decline in average invested
assets. The increase in yields was primarily due to the continued repositioning of the accumulated liquidity in the
portfolio to longer duration, higher yielding assets, particularly investment-grade corporate fixed maturity securities.
Yields were also positively impacted by the effects of improving economic conditions and the recovering financial
markets on several invested asset classes, primarily other limited partnership interests and real estate joint ventures.
The decrease in average invested assets was due to negative general account cash

14
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flows as more customers elected to transfer funds into the separate account over the past nine months as market
conditions improved. To manage the needs of our intermediate to longer-term liabilities, our portfolio consists
primarily of investment grade corporate fixed maturity securities, structured finance securities, mortgage loans and
U.S. Treasury, agency and government guaranteed fixed maturity securities and, to a lesser extent, certain other
invested asset classes, including other limited partnership interests and real estate joint ventures, in order to provide
additional diversification and opportunity for long-term yield enhancement. Growth in our fixed rate annuity
policyholder account balances, mainly due to compounding interest, increased interest credited expense by

$14 million in 2010, partially offset by lower average crediting rates which decreased interest credited expense by
$9 million.

Operating earnings were negatively impacted by $46 million of losses related to the hedging programs for variable
annuity minimum death and income benefit guarantees, which are not embedded derivatives, partially offset by a
decrease in the liability established for these variable annuity guarantees. The various hedging strategies in place to
offset the risk associated with these variable annuity guarantee benefits were more sensitive to market movements
than the liability for the guaranteed benefit. Market volatility, improvements in the equity markets, and higher interest
rates produced losses on these hedging strategies in the current period. These hedging strategies, which are a key part
of our risk management, performed as anticipated and somewhat offset a decrease in annuity guarantee benefit
liabilities, which was primarily due to the improvement in the equity markets.

Other expenses decreased by $42 million primarily due to lower variable expenses, such as commissions, as well
as declines in information technology, printing and postage travel, and professional services, all of which were largely
due to our Operational Excellence initiative. The favorable impact of the reduction in other expenses was more than
offset by a decrease in DAC capitalization.

Corporate Benefit Funding

Three Months
Ended
March 31,
%
2010 2009 Change Change
(In millions)
OPERATING REVENUES
Premiums $ 801 $ 324 $ 477 147.2%
Universal life and investment-type product policy fees 55 40 15 37.5%
Net investment income 1,270 1,111 159 14.3%
Other revenues 64 69 5 (7.2)%
Total operating revenues 2,190 1,544 646 41.8%
OPERATING EXPENSES
Policyholder benefits and claims and policyholder
dividends 1,362 879 483 54.9%
Interest credited to policyholder account balances 355 459 (104) (22.7)%
Capitalization of DAC (8) ) (6) (300.0)%
Amortization of DAC and VOBA 4 5 (D) (20.0)%
Interest expense 2 2 %
Other expenses 124 105 19 18.1%
Total operating expenses 1,839 1,448 391 27.0%
Provision for income tax expense (benefit) 123 31 92 296.8%

Table of Contents 14
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Operating earnings $ 228 $ 65 $ 163 250.8%

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

Corporate Benefit Funding benefited in the first quarter of 2010 as a flight to quality continued to help increase our
market share, especially in the structured settlement business, where we experienced a 60% increase in premiums. In
addition, an improvement in the economic environment has led to an increase in annuity purchases, and as a result,
premiums in our income annuities business have doubled. Our pension closeout business in the United Kingdom
continues to expand and we experienced premium growth in the first quarter of 2010 of $291 million, before income
tax. Although improving, a combination of poor equity returns and lower interest rates have contributed to pension
plans being under funded, which reduces our customers flexibility to engage in transactions such as pension closeouts.
Our customers plans funded status may be affected by a variety of factors, including the ongoing phased
implementation of the Pension Protection Act of 2006. For each of these businesses, the movement in premiums is
almost entirely offset by the related change in policyholder benefits. The insurance liability that is established at the
time we assume the risk under these contracts is typically equivalent to the premium recognized.

15
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Recent economic conditions contributed to a lower demand for several of our investment-type products. The
decrease in sales of these investment-type products is not necessarily evident in our results of operations as the
transactions related to these products are recorded through the balance sheet. Our funding agreement products,
primarily the LIBOR-based contracts, experienced the most significant impact from the volatile financial market
conditions, as evidenced by a $3.3 billion decrease in policyholder account balances due to scheduled maturities and a
lack of new issuances. As companies seek greater liquidity, investment managers are refraining from purchasing new
contracts with us when they mature and are opting for more liquid investments. The improvement in the financial
markets positively impacted the demand for global guaranteed interest contracts, a type of funding agreement, as
issuances in the first quarter of 2010 were more than half of all 2009 issuances.

The primary driver of the $163 million increase in operating earnings was higher net investment income of
$103 million reflecting a $144 million increase from higher yields and a $41 million decrease from a reduction in
average invested assets. Yields were positively impacted by the effects of improving economic conditions and the
recovering financial markets on several invested asset classes, primarily other limited partnership interests, fixed
maturity securities and real estate joint ventures. The increased yields were partially offset by decreased yields on
fixed maturity securities due to the reinvestment of accumulated liquidity in 2009 when market yields were lower. The
decrease in average invested assets was driven by the maturing of certain funding agreements which were not replaced
by new issuances. To manage the needs of our longer-term liabilities, our portfolio consists primarily of investment
grade corporate fixed maturity securities, mortgage loans, U.S. Treasury, agency and government guaranteed
securities and, to a lesser extent, certain other invested asset classes including other limited partnership interests and
real estate joint ventures in order to provide additional diversification and opportunity for long-term yield
enhancement. For our shorter-term obligations, we invest primarily in structured finance securities, mortgage loans
and investment grade corporate fixed maturity securities. The yields on these investments have moved consistent with
the underlying market indices, primarily LIBOR and U.S. Treasury, on which they are based.

As many of our products are interest spread-based, changes in net investment income are typically offset by a
corresponding change in interest credited expense. However, interest credited expense decreased $68 million,
primarily related to the funding agreement business as a result of lower crediting rates combined with lower average
account balances. Certain crediting rates can move consistent with the underlying market indices, primarily LIBOR
rates, which have decreased significantly since the first quarter of 2009. Interest credited related to the structured
settlement and closeouts businesses increased $9 million as a result of the increase in the average policyholder
liabilities.

Other expenses increased $12 million primarily due to higher variable expenses, such as commissions, a portion of
which was offset by DAC capitalization. This increase was partially offset by a decrease in information technology
and professional services expenses, both of which were largely due to our Operational Excellence initiative.

Auto & Home

Three Months
Ended
March 31,
%
2010 2009 Change Change
(In millions)

OPERATING REVENUES

Premiums $ 714 $ 722 $ (8) (1.1)%
Net investment income 53 40 13 32.5%
Other revenues ) 9 (11 (122.2)%
Total operating revenues 765 771 (6) (0.8)%
OPERATING EXPENSES

Table of Contents 16
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Policyholder benefits and claims and policyholder

dividends 494 479 15 3.1%

Capitalization of DAC (104) (104) %
Amortization of DAC and VOBA 107 110 3) 2.71%
Other expenses 179 187 (8) (4.3)%
Total operating expenses 676 672 4 0.6%

Provision for income tax expense (benefit) 17 23 (6) (26.1)%
Operating earnings $ 72 $ 76 $ 4) (5.3)%

Unless otherwise stated, all amounts are net of income tax.
16
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The declining housing market, the deterioration of the new auto sales market and the lack of consumer credit
availability, all of which negatively impacted Auto & Home in 2009, began to moderate in the first quarter of 2010.
Sales of new policies increased in the first quarter of 2010 compared to the same period in 2009 for both the auto and
homeowners lines of business. However, new sales were not sufficient to offset the impact of policies that were not
renewed resulting in a slight decrease in earned exposures which caused a decline in premiums for auto, slightly offset
by an increase in premiums for the homeowners line of business. Average premiums per policy for the first quarter of
2010 were essentially unchanged when compared to 2009.

Unfavorable claim experience was the primary driver of the $4 million decrease in operating earnings. We
recorded $12 million less of a benefit in the first quarter of 2010 from favorable development of prior year
non-catastrophe losses; catastrophe-related losses increased by $5 million compared to the first quarter of 2009. The
negative impact of these items was partially offset by a $7 million decrease in current period claim costs driven
primarily by lower claim frequency in both our auto and homeowners lines of business, somewhat offset by higher
severities in our auto line. In the first quarter of 2010, we experienced a slight decline in insured exposures, which
contributed $2 million to the decrease in operating earnings. While this decrease in exposures had a positive impact on
the amount of claims, it was more than offset by the negative impact on premiums.

The impact of the items discussed above can be seen in the unfavorable change in the combined ratio, excluding
catastrophes, to 88.8% in 2010 from 88.1% in 2009 and the unfavorable change in the combined ratio, including
catastrophes, to 94.1% in 2010 from 92.4% in 2009.

A $7 million decrease in other expenses, including the net change in DAC, partially offset the declines in operating
earnings discussed above. The decrease in expenses resulted from lower compensation-related expenses, a decrease in
sales-related expenses and from minor fluctuations in a number of expense categories.

An $8 million increase in net investment income also partially offset the declines in operating earnings discussed
above. Net investment income was higher primarily as a result of an increase of $5 million due to improved yields and
a $3 million increase from an increase in average invested assets.

In addition, the write-off of an equity interest in a mandatory state underwriting pool required by a change in
legislation drove a $7 million decrease in other revenues.

International
Three Months
Ended
March 31,
%
2010 2009 Change Change
(In millions)
OPERATING REVENUES
Premiums $ 893 $ 721 $ 172 23.9%
Universal life and investment-type product policy fees 291 210 81 38.6%
Net investment income 450 168 282 167.9%
Other revenues 1 2 (D) (50.0)%
Total operating revenues 1,635 1,101 534 48.5%
OPERATING EXPENSES
Policyholder benefits and claims and policyholder
dividends 838 548 290 52.9%
Interest credited to policyholder account balances 151 78 73 93.6%
Capitalization of DAC (192) (145) (C)) (32.4)%
Amortization of DAC and VOBA 105 95 10 10.5%
Interest expense 1 2 (D) (50.0)%
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Other expenses 522 336
Total operating expenses 1,425 914
Provision for income tax expense (benefit) 59 56
Operating earnings $ 151 $ 131

Unless otherwise stated, all amounts are net of income tax and at constant foreign currency exchange rates.
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An improvement in the global financial markets has contributed to a recovery of sales in most of our International
regions and has resulted in improved investment performance in some regions during the first quarter of 2010.
Excluding Japan, sales in our Asia Pacific region are up 42% primarily due to higher fixed annuity and variable
universal life sales. In Japan, sales are down 51%, primarily due to lower annuity sales reflecting current market
trends. Our Latin America region experienced notable growth in Chile and Mexico. Higher fixed annuity sales in
Chile improved premiums, fees and other revenues by $40 million, or 40%, before income tax. Growth in the pension
and universal life businesses in Mexico increased premiums, fees and other revenues by $19 million, or 6%, before
income tax. Our EMEI region benefited from increased sales of traditional life products in India which resulted in a
$22 million, or 77%, increase in premiums, fees and other revenues, before income tax.

The increase in operating earnings includes the positive impact of changes in foreign currency exchange rates in
the first quarter of 2010. This improved operating earnings by $12 million for the first quarter of 2010 relative to the
first quarter of 2009. Excluding the impact of changes in foreign currency exchange rates, operating earnings
increased $8 million, or 6%, from the prior period. This increase was primarily driven by higher core operating
earnings in the Latin America and Asia Pacific regions, partially offset by the impact of pesification in Argentina and
a change in the foreign controlled tax provision.

Asia Pacific Region. Improving financial market conditions was the primary driver of the $45 million increase in
operating earnings. Net investment income in the region increased by $52 million primarily due to an increase of
$38 million from the change in results of operating joint ventures, $9 million from asset growth in our investment
portfolio and an increase of $3 million as a result of higher yields. The increase in net investment income due to a
higher asset base was primarily due to business growth. The Asia Pacific region was also negatively impacted by
$5 million from the non-renewal of a foreign-controlled corporate tax provision.

In Japan, operating earnings improved by $49 million ($33 million of which is attributable to an operating joint
venture which was included in the discussion above) due to favorable investment results, lower amortization of DAC
and VOBA, and growth in the reinsurance business. Favorable investment results were due to higher income of
$32 million on the trading securities portfolio, stemming from equity markets experiencing some recovery in the first
quarter of 2010. The decrease in DAC and VOBA amortization was primarily due to an increase in the market value
of the joint venture s separate account balances, which is directly tied to the improving financial markets. A factor that
determines the amount of DAC and VOBA amortization is expected future fees earned on separate account balances.
Since the market value of separate account balances have increased, it is expected that future earnings on this block of
business will be higher than previously anticipated. As a result, the amortization of DAC and VOBA was less in the
current period. Japan also benefited from the impact of a smaller increase in the liability for our variable annuity
guarantees in the first quarter of 2010. The prior year period change in the liability was primarily due to a decrease in
separate account balances. These liabilities are accrued over the life of the contract in proportion to actual and future
expected policy assessments based on the level of guaranteed minimum benefits generated using multiple scenarios of
separate account returns. The scenarios use best estimate assumptions consistent with those used to amortize DAC.
Because separate account balances had positive returns relative to the prior year period, 2010 estimates of future
benefits increased by a smaller amount than in the prior year period.

Latin America Region. The $40 million decrease in operating earnings was primarily driven by pesification in
Argentina which favorably impacted reported earnings by $95 million in the first quarter of 2009. This prior year
period benefit was largely due to a liability release resulting from a reassessment of our approach in managing
existing and potential future claims related to certain social security pension annuity contract holders in Argentina.
The Latin America region was also negatively impacted by $8 million in the current quarter by non-renewal of a
foreign-controlled corporate tax provision. These items more than offset the positive impact from business growth in
Mexico and Chile which increased operating earnings by $19 million. In addition, Mexico s operating earnings
benefited from a $34 million decrease in net income tax due to the unfavorable impact in the first quarter of 2009 of a
change in assumption regarding the repatriation of earnings.

Net investment income in the region increased by $96 million primarily due to increases of $84 million from
inflation, $8 million due to an increase in average invested assets and $6 million due to gains in the trading securities
portfolio, partially offset by a decline of $1 million due to lower yields. The increase in inflation, primarily in Chile
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and Argentina, is largely offset by an increase of $77 million in the related insurance liabilities due to higher inflation.
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Banking, Corporate & Other

Three Months
Ended
March 31,
%
2010 2009 Change Change
(In millions)
OPERATING REVENUES
Premiums $ $ 2 $ 2) (100.0)%
Net investment income 243 51 192 376.5%
Other revenues 213 267 54) (20.2)%
Total operating revenues 456 320 136 42.5%
OPERATING EXPENSES
Policyholder benefits and claims and policyholder
dividends %) 5) %
Interest credited to bank deposits 39 43 4 9.3)%
Interest expense 261 240 21 8.8%
Other expenses 274 287 (13) (4.5)%
Total operating expenses 569 570 (D (0.2)%
Provision for income tax expense (benefit) (69) (102) 33 32.4%
Operating earnings 44) (148) 104 70.3%
Preferred stock dividends 30 30 %
Operating earnings available to common shareholders $ 74 $ (178) $ 104 58.4%

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

In 2010, mortgage interest rates increased and the mortgage refinancing market began a return to more moderate
levels compared to the unusually high level experienced in 2009 due to the low interest rate environment. Consistent
with these market conditions, we experienced a $6.4 billion decline in residential mortgage production during the first
quarter of 2010, while our serviced residential mortgage loans increased $22.5 billion. The increase in serviced loans
is due to the high production levels in 2009, as well as lower run-off of existing business which was 10.4% in the first
quarter of 2010 compared to 25.7% in the first quarter of 2009. The Holding Company completed three debt issuances
in 2009 in response to the economic crisis. The Holding Company issued $397 million of floating rate senior notes in
March 2009, $1.3 billion of senior notes in May 2009, and $500 million of junior subordinated debt securities in
July 2009. In February 2009, in connection with the initial settlement of the stock purchase contracts issued as part of
the common equity units sold in June 2005, the Holding Company issued common stock for $1.0 billion. The
proceeds from these equity and debt issuances were used for general corporate purposes and have resulted in increased
investments and cash and cash equivalents held within Banking, Corporate & Other.

Operating earnings available to common shareholders improved by $104 million, primarily due to an increase in
net investment income.

Net investment income increased $125 million, which was due to increases of $99 million from higher yields and
$26 million from an increase in average invested assets. Consistent with the consolidated results of operations net
investment income discussion above, yields were positively impacted by improving equity markets and stabilizing real
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estate markets, primarily within other limited partnership interests and real estate joint ventures. The increased
average invested asset base was due to cash flows from debt issuances during 2009 and an increase in excess capital
from the segments. Our investments primarily include structured finance securities, investment grade corporate fixed
maturity securities, U.S. Treasury, agency and government guaranteed fixed maturity securities and mortgage loans.
In addition, our investment portfolio includes the excess capital not allocated to the segments. Accordingly, it includes
a higher allocation to certain other invested asset classes to provide additional diversification and opportunity for
long-term yield enhancement including leveraged leases, other limited partnership interests, real estate, real estate
joint ventures and equity securities.

Banking, Corporate & Other also benefited from a lower effective tax rate. The lower effective tax rate provided an
increased benefit of $95 million from the first quarter of 2009. This benefit was the result of increased utilization of
tax preferenced investments, which provide tax credits and deductions. This benefit was largely offset by a
$75 million charge related to the Health Care Act. The federal government currently provides a Medicare Part D
subsidy. The Health Care Act reduces the tax deductibility of retiree health care costs to the extent of any Medicare
Part D subsidy received beginning in 2013. Because the deductibility of future retiree health care costs is reflected in
our financial statements, the entire future impact of this change in law was required to be recorded as a charge in the
period in which the legislation was enacted.
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Table of Contents 23



Edgar Filing: UNITED BANCSHARES INC/OH - Form 10-Q

Table of Contents

The $6.4 billion decline in residential mortgage loan production resulted in a $45 million decrease in operating
earnings, $11 million of which is reflected in net investment income. This was partially offset by a $15 million
increase in operating earnings from the $22.5 billion increase in the serviced residential mortgage loan portfolio.

Interest expense increased $14 million as a result of the debt issuances in 2009, partially offset by rate reductions
on variable rate collateral financing arrangements. During the first quarter of 2010, the Holding Company made a
$26 million contribution to MetLife Foundation, while no contribution was made in the first quarter of 2009. These
higher expenses were partially offset by a $14 million reduction in costs associated with our Operational Excellence
initiative.

Investments

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

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

interest rate risk, relating to the market price and cash flow variability associated with changes in market
interest rates;

liquidity risk, relating to the diminished ability to sell certain investments in times of strained market
conditions; and

market valuation risk, relating to the variability in the estimated fair value of investments associated with
changes in market factors such as credit spreads.

The Company manages risk through in-house fundamental analysis of the underlying obligors, issuers, transaction
structures and real estate properties. The Company also manages credit risk, market valuation risk and liquidity risk
through industry and issuer diversification and asset allocation. For real estate and agricultural assets, the Company
manages credit risk and market valuation risk through geographic, property type and product type diversification and
asset allocation. The Company manages interest rate risk as part of its asset and liability management strategies;
product design, such as the use of market value adjustment features and surrender charges; and proactive monitoring
and management of certain non-guaranteed elements of its products, such as the resetting of credited interest and
dividend rates for policies that permit such adjustments. The Company also uses certain derivative instruments in the
management of credit and interest rate risks.

Current Environment. Precipitated by housing sector weakness and severe market dislocations, the U.S. economy
entered its worst post-war recession in January 2008. Most economists believe this recession ended in the third of
quarter 2009 when positive growth returned. Most economists now expect positive growth to continue through 2010.
However, the recovery has been slow, and the unemployment rate is expected to remain high for some time. Although
the disruption in the global financial markets has moderated, not all global financial markets are functioning normally,
and some remain reliant upon government intervention and liquidity. The Company s sovereign debt exposure to
Portugal, Ireland, Italy, Greece and Spain, commonly referred to as Europe s perimeter region , was approximately
$38 million with no sovereign debt exposure to Portugal as of March 31, 2010.

In the first quarter of 2010, the net unrealized loss position on fixed maturity and equity securities improved from a
net unrealized loss of $2.2 billion at December 31, 2009 to a net unrealized gain of $1.5 billion at March 31, 2010
from continued improvement in market conditions, including narrowing of credit spreads reflecting an improvement
in liquidity.

Investment Outlook

Although we anticipate that the volatility in the equity, credit and real estate markets will moderate in 2010, it
could continue to impact net investment income and the related yields on private equity funds, hedge funds and real
estate joint ventures, included within our other limited partnership interests and real estate and real estate joint venture
portfolios. Further, in light of the slow economic recovery, liquidity will be reinvested in a prudent manner and
invested according to our ALM discipline in appropriate assets over time. We will maintain a sufficient level of
liquidity to meet business needs. Net investment income may be adversely affected if excess liquidity is required over
an extended period of time to meet changing business needs.
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Composition of Investment Portfolio and Investment Portfolio Results

The following table illustrates the investment income, investment gains (losses), annualized yields on average
ending assets and ending carrying value for each of the asset classes within the Company s investment portfolio, as
well as investment income for the portfolio as a whole:

At and for the
Three Months
Ended
March 31,
2010 2009
(In millions)
Fixed Maturity Securities

Yield (1) 5.73% 5.70%
Investment income (2), (3) $ 3,134 $ 2,800
Investment (losses) (3) $ (67) $  (609)
Ending carrying value (2), (3) $242,331 $192,337
Mortgage Loans

Yield (1) 5.40% 5.32%
Investment income (3), (4) $ 672 $ 680
Investment gains (losses) (3) $ (28) $ (146)
Ending carrying value (3) $ 50,371 $ 53,044
Real Estate and Real Estate Joint Ventures

Yield (1) 2.11D)% (9.19%
Investment income (losses) $ (36) $ 172
Investment gains (losses) $ (22) $ (25)
Ending carrying value $ 6,866 $ 7,381
Policy Loans

Yield (1) 7.04% 6.40%
Investment income $ 178 $ 157
Ending carrying value $ 10,146 $ 9,851
Equity Securities

Yield (1) 3.39% 3.92%
Investment income $ 25 $ 37
Investment gains (losses) $ 27 $  (269)
Ending carrying value $ 3,066 $ 2817
Other Limited Partnership Interests

Yield (1) 18.85% (19.79)%
Investment income (losses) $ 265 $ (253)
Investment gains (losses) $ (1) $ 97)
Ending carrying value $ 5,753 $ 5,365
Cash and Short-Term Investments

Yield (1) 0.36% 0.48%
Investment income $ 13 $ 36
Investment gains (losses) $ 1 $ 2)
Ending carrying value (3) $ 17,183 $ 30,320
Other Invested Assets (5)

Investment income $ 154 $ 92
Investment gains (losses) $ 101 $ 233
Ending carrying value $ 12,327 $ 15,130
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Total Investments:

Gross investment income yield (1) 5.53% 4.24%
Investment fees and expenses yield (0.14)% (0.13)%
Investment Income Yield (3) 5.39% 4.11%
Gross investment income $ 4,405 $ 3,377
Investment fees and expenses (112) (103)
Investment Income (3), (6) $ 4,293 $ 3,274
Ending Carrying Value (3) $348,043 $316,245
Gross investment gains (3) $ 400 $ 571
Gross investment losses (3) 211 (535)
Writedowns (149) (1,041)
Subtotal $ 40 $ (1,005)
Derivatives gains (losses) 29) 90
Investment Gains (Losses) (3), (6) $ 11 $ (915
Investment gains (losses) income tax benefit (provision) 9) 325
Investment Gains (Losses), Net of Income Tax $ 2 $ (590)

(1)

(@)

3)

Yields are based on average of quarterly average asset carrying values, excluding recognized and unrealized
investment gains (losses), and for yield calculation purposes, average of quarterly ending assets exclude collateral
received from counterparties associated with the Company s securities lending program and exclude the effects of
consolidating under GAAP certain VIEs that are treated as consolidated securitization entities.

Fixed maturity securities include $2,765 million and $922 million at estimated fair value of trading securities at
March 31, 2010 and 2009, respectively. Fixed maturity securities include $79 million and $17 million of
investment income related to trading securities for the three months ended March 31, 2010 and 2009,
respectively.

Ending carrying values, investment income (loss), and investment gains (losses) as presented herein, exclude the
effects of consolidating under GAAP certain VIEs that are treated as consolidated securitization entities. The
adjustment to investment income and investment gains (losses) in the aggregate are as shown in Note 6 to this
yield table. The adjustments to ending carrying value, investment income and investment gains (losses) by asset
class are presented below. Both the invested assets and long-term debt of the consolidated securitization entities
are accounted for under the fair value option. The adjustment to investment gains (losses) presented below and in
footnote (6) includes the effects of remeasuring both the invested assets and long-term debt.
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At and For the Three Months Ended March 31, 2010

Impact of
Consolidated
As Reported
in the Securitization Total
Yield Table Entities GAAP basis
(In millions)
Trading Securities:
Ending carrying value $ 2,765 $ 274 $ 3,039
Investment income $ 79 $ 4 $ 83
Investment gains (losses) $ $ 8 $ 8
Mortgage Loans:
Ending carrying value $ 50,371 $ 7,065 $ 57,436
Investment income $ 672 $ 105 $ 777
Investment gains (losses) $ (28) $ 2 $ (26)
Cash and short-term investments:
Ending carrying value $ 17,183 $ 38 $ 17,221
Total cash and invested assets:
Ending carrying value $ 348,043 $ 7,377 $355,420

(4) Investment income from mortgage loans includes prepayment fees.

(5) Other invested assets are principally comprised of freestanding derivatives with positive estimated fair values and
leveraged leases. Freestanding derivatives with negative estimated fair values are included within other liabilities.
However, the accruals of settlement payments in other liabilities are included in net investment income as shown
in Note 4 of the Notes to the Interim Condensed Consolidated Financial Statements.

(6) Investment income (loss) and investment gains (losses) presented in this yield table vary from the most directly
comparable measures presented in the GAAP interim condensed consolidated statements of operations due to
certain reclassifications affecting net investment income ( NII ), net investment gains (losses) ( NIGL ), and
policyholder account balances ( PABs ) to exclude the effects of consolidating under GAAP certain VIEs that are
treated as consolidated securitization entities. Such reclassifications are presented in the tables below.
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Three Months
Ended
March 31,
2010 2009
(In millions)
Investment income in the above yield table $4,293 $3,274
Real estate discontinued operations deduct from NII (D) 2)
Scheduled periodic settlement payments on derivatives not qualifying for hedge
accounting deduct from NII, add to NIGL (49) 3D
Joint venture earnings related to change in fair value of certain liabilities, including
effects of own credit, associated hedges of these liabilities, and gains (losses) from sales
of investments add to NII, deduct from NIGL 5 20
Incremental net investment income from consolidated securitization entities add to NII 106
Net investment income GAAP consolidated statements of operations $4.344 $ 3,261
Investment gains (losses) in the above yield table $ 11 $ (915)
Scheduled periodic settlement payments on derivatives not qualifying for hedge
accounting add to NIGL, deduct from NII 49 31
Scheduled periodic settlement payments on derivatives not qualifying for hedge
accounting add to NIGL, deduct from interest credited to PABs 3) 2)
Joint venture earnings related to change in fair value of certain liabilities, including
effects of own credit, associated hedges of these liabilities, and gains (losses) from sales
of investments add to NII, deduct from NIGL 5 (20)
Investment gains (losses) related to consolidated securitization entities add to NIGL 10
Net investment gains (losses) GAAP consolidated statements of operations $ 72 $ (906)

See  Consolidated Results of Operations Three Months Ended March 31, 2010 compared with the Three Months
Ended March 31, 2009 Revenues and Expenses Net Investment Income and Net Investment Gains (Losses) for an
analysis of the period over period changes in net investment income and net investment gains (losses).

Fixed Maturity and Equity Securities Available-for-Sale

Fixed maturity securities, which consisted principally of publicly-traded and privately placed fixed maturity
securities, were $239.6 billion and $227.6 billion, or 67% of total cash and invested assets at estimated fair value, at
both March 31, 2010 and December 31, 2009. Publicly-traded fixed maturity securities represented $203.7 billion and
$191.4 billion, or 85% and 84% of total fixed maturity securities at estimated fair value, at March 31, 2010 and
December 31, 2009, respectively. Privately placed fixed maturity securities represented $35.9 billion and
$36.2 billion, or 15% and 16% of total fixed maturity securities at estimated fair value, at March 31, 2010 and
December 31, 2009, respectively.

Equity securities, which consisted principally of publicly-traded and privately-held common and preferred stocks,
including certain perpetual hybrid securities and mutual fund interests, were $3.1 billion, or 0.9% of total cash and
invested assets at estimated fair value, at both March 31, 2010 and December 31, 2009. Publicly-traded equity
securities represented $2.1 billion and $2.1 billion, or 67% and 68% of total equity securities at estimated fair value, at
March 31, 2010 and December 31, 2009, respectively. Privately-held equity securities represented $1.0 billion and
$1.0 billion, or 33% and 32% of total equity securities at estimated fair value, at March 31, 2010 and December 31,
2009, respectively.

See Management s Discussion and Analysis of Financial Condition and Results of Operations Investments Fixed
Maturity and Equity Securities Available-for-Sale ~ Valuation of Securities in the 2009 Annual Report for a general
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discussion of the process we use to value securities; a general discussion of the process we use to determine the
placement of securities in the fair value hierarchy; a general discussion of valuation techniques and inputs used; and a
general discussion of the controls systems for ensuring that observable market prices and market-based parameters are
used for valuation, wherever possible; including our review of liquidity, the volume and level of trading activity, and
identifying transactions that are not orderly.
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Fair Value Hierarchy. Fixed maturity securities and equity securities measured at estimated fair value on a

recurring basis and their corresponding fair value pricing sources and fair value hierarchy are as follows:

Quoted prices in active markets for identical assets (Level

1)

Independent pricing source

Internal matrix pricing or discounted cash flow
techniques

Significant other observable inputs (Level 2)
Independent pricing source

Internal matrix pricing or discounted cash flow
techniques

Independent broker quotations

Significant unobservable inputs (Level 3)

Total estimated fair value

Fixed Maturity Securities:
U.S. corporate securities

Residential mortgage-backed securities ( RMBS )

Foreign corporate securities

U.S. Treasury, agency and government guaranteed

securities

Commercial mortgage-backed securities ( CMBS )

Asset-backed securities ( ABS )
Foreign government securities
State and political subdivision securities

Table of Contents

March 31, 2010
Fixed Maturity Equity
Securities Securities
(In millions)
$ 14,550 6.1% $ 496 16.2%
179,811 75.1 460 15.0
28,148 11.7 943 30.7
207,959 86.8 1,403 45.7
7,677 32 989 32.3
6,512 2.7 122 4.0
2,868 1.2 56 1.8
17,057 7.1 1,167 38.1
$239,566 100.0% $ 3,066 100.0%
March 31, 2010
Fair Value Measurements Using
Quoted
Prices Significant
in
Active Other Significant
Markets
for Observable  Unobservable Total
Identical
Assets Inputs Inputs Estimated
(Level Fair
1) (Level 2) (Level 3) Value
(In millions)
$ $ 67,794 $ 6,339 $ 74,133
41,053 1,927 42,980
34,727 5,378 40,105
14,278 16,427 36 30,741
16,270 225 16,495
11,069 2,823 13,892
272 12,670 222 13,164
7,938 101 8,039
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Non-redeemable preferred stock

Total equity securities
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$ 14,550
$ 496
$ 496

11
$207,959
$ 961

442
$ 1,403

$

6
17,057
159
1,008

1,167

17

$ 239,566
$ 1,616
1,450

$ 3,066

The composition of fair value pricing sources for and significant changes in Level 3 securities at March 31, 2010

are as follows:

The majority of the Level 3 fixed maturity and equity securities (90.4%, as presented above) were concentrated
in four sectors: U.S. and foreign corporate securities, ABS and RMBS.
Level 3 fixed maturity securities are priced principally through independent broker quotations or market
standard valuation methodologies using inputs that are not market observable or cannot be derived principally
from or corroborated by observable market data. Level 3 fixed maturity securities consists of less liquid fixed
maturity securities with very limited trading activity or where less price transparency exists around the inputs
to the valuation methodologies including alternative residential mortgage loan RMBS and less liquid prime
RMBS, below investment grade private placements and less liquid investment grade corporate securities
(included in U.S. and foreign corporate securities) and less liquid ABS including securities supported by
sub-prime mortgage loans (included in ABS).
During the three months ended March 31, 2010, Level 3 fixed maturity securities decreased by $133 million, or
0.8%. Decreases from transfers out and net sales in excess of purchases were partially offset by the increase in
estimated fair value recognized in other comprehensive income (loss). The transfers out of Level 3 are
described in the discussion following the rollforward table below. Net sales in excess of purchases of fixed
maturity securities were concentrated in U.S. corporate securities. The increase in estimated fair value in fixed
maturity securities was concentrated in U.S. and foreign corporate securities and ABS (including RMBS
backed by sub-prime mortgage loans) due to improving market conditions including the narrowing of credit
spreads reflecting an improvement in liquidity coupled with the effect of slight decrease in interest rates on

such securities.
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A rollforward of the fair value measurements for fixed maturity securities and equity securities measured at
estimated fair value on a recurring basis using significant unobservable (Level 3) inputs for the three months ended
March 31, 2010 is as follows:

Three Months
Ended
March 31, 2010
Fixed
Maturity Equity
Securities Securities
(In millions)
Balance, beginning of period $17,190 $ 1,240
Total realized/unrealized gains (losses) included in:
Earnings 12 1
Other comprehensive income (loss) 619 23
Purchases, sales, issuances and settlements (157) (92)
Transfers in and/or out of Level 3 (607) 5
Balance, end of period $17,057 $ 1,167

An analysis of transfers in and/or out of Level 3 for the three months ended March 31, 2010 is as follows:

Total gains and losses in earnings and other comprehensive income (loss) are calculated assuming transfers in
or out of Level 3 occurred at the beginning of the period. Items transferred in and out for the same period are
excluded from the rollforward.

Total gains and losses for fixed maturity securities included in earnings of ($3) million and other
comprehensive income (loss) of $13 million respectively, were incurred for transfers subsequent to their
transfer to Level 3, for the three months ended March 31, 2010.

Net transfers in and/or out of Level 3 for fixed maturity securities were ($607) million for the three months
ended March 31, 2010, and was comprised of transfers in of $276 million and transfers out of ($883) million,
respectively.

Overall, transfers in and/or out of Level 3 are attributable to a change in the observability of inputs. Assets and
liabilities are transferred into Level 3 when a significant input cannot be corroborated with market observable data.
This occurs when market activity decreases significantly and transparency to underlying inputs cannot be observed,
current prices are not available, and when there are significant variances in quoted prices. Assets and liabilities are
transferred out of Level 3 when circumstances change such that significant inputs 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 in and/or out of any level are assumed to occur at the beginning of
the period. Significant transfers in and/or out of Level 3 fixed maturity and equity securities for the three months
ended March 31, 2010 are summarized as follows:

During the three months ended March 31, 2010, fixed maturity securities transfers into Level 3 of $276 million
resulted primarily from current market conditions characterized by a lack of trading activity, decreased liquidity and
credit ratings downgrades (e.g., from investment grade to below investment grade). These current market conditions
have resulted in decreased transparency of valuations and an increased use of broker quotations and unobservable
inputs to determine estimated fair value principally for certain CMBS and U.S. and foreign corporate securities.

During the three months ended March 31, 2010, fixed maturity securities transfers out of Level 3 of $883 million
resulted primarily from increased transparency of both new issuances that subsequent to issuance and establishment of
trading activity, became priced by pricing services and existing issuances that, over time, the Company was able to
corroborate pricing received from independent pricing services with observable inputs, or there were increases in
market activity and upgraded credit ratings primarily for certain U.S. and foreign corporate securities, ABS and
RMBS.
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See Management s Discussion and Analysis of Financial Condition and Results of Operations Summary of Critical
Accounting Estimates  Estimated Fair Value of Investments included in the 2009 Annual Report for further
information on the estimates and assumptions that affect the amounts reported above.

See Fair Value Assets and Liabilities Measured at Fair Value Recurring Fair Value Measurements ~ Valuation
Techniques and Inputs by Level Within the Three-Level Fair Value Hierarchy by Major Classes of Assets and
Liabilities in Note 5 of the Notes to the Interim Condensed Consolidated Financial Statements for further information
about the valuation techniques and inputs by level by major classes of invested assets that affect the amounts reported
above.
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Fixed Maturity Securities Credit Quality Ratings. The Securities Valuation Office of the National Association of
Insurance Commissioners ( NAIC ) evaluates the fixed maturity security investments of insurers for regulatory
reporting and capital assessment purposes and assigns securities to one of six credit quality categories called NAIC
designations. The NAIC ratings are generally similar to the rating agency designations of the Nationally Recognized
Statistical Ratings Organizations ( NRSROs ) for marketable fixed maturity securities. NAIC ratings 1 and 2 include
fixed maturity securities generally considered investment grade (i.e., rated Baa3 or better by Moody s Investors
Service ( Moody s )orrated BBB or better by Standard & Poor s Ratings Services ( S&P ) and Fitch Ratings ( Fitch
such rating organizations. NAIC ratings 3 through 6 include fixed maturity securities generally considered below
investment grade (i.e., rated Bal or lower by Moody s orrated BB+ or lower by S&P and Fitch) by such rating
organizations.

The NAIC adopted a revised rating methodology for non-agency RMBS that became effective December 31, 2009.
The NAIC s objective with the revised rating methodology for non-agency RMBS was to increase the accuracy in
assessing expected losses, and to use the improved assessment to determine a more appropriate capital requirement for
non-agency RMBS. The revised methodology reduces regulatory reliance on rating agencies and allows for greater
regulatory input into the assumptions used to estimate expected losses from non-agency RMBS.

All below investment grade, non-income producing and NAIC (i.e., NAIC 1) amounts and percentages presented
herein, are based on rating agency designations and equivalent ratings of the NAIC, with the exception of non-agency
RMBS held by the Company s domestic insurance subsidiaries. Non-agency RMBS, including RMBS backed by
sub-prime mortgage loans reported within ABS, held by the Company s domestic insurance subsidiaries are presented
based on final ratings from the revised NAIC rating methodology which became effective December 31, 2009 (which
may not correspond to rating agency designations). Whereas, all rating agency (i.e., Aaa/AAA) amounts or
percentages presented herein are without adjustment for the revised NAIC methodology which became effective
December 31, 2009.

The following three tables present information about the Company s fixed maturity securities holdings by credit
quality ratings. Comparisons between NAIC ratings and rating agency designations are published by the NAIC. The
rating agency designations were based on availability of applicable ratings from those rating agencies on the NAIC
acceptable rating organizations list. If no rating is available from a rating agency, then an internally developed rating
is used.

The following table presents the Company s total fixed maturity securities by NRSRO designation and the
equivalent ratings of the NAIC, as well as the percentage, based on estimated fair value, that each designation is
comprised of at:

March 31, 2010 December 31, 2009
Estimated Estimated
NAIC Amortized Fair % of Amortized Fair % of
Rating
Agency
Rating Designation Cost Value Total Cost Value Total
(In millions)
1 Aaa/Aa/A  $158,448 $ 160,030 66.8% $ 151,391 $ 151,136 66.4%
2 Baa 57,317 59,061 24.6 55,508 56,305 24.7
3 Ba 12,794 12,105 5.1 13,184 12,003 5.3
4 B 7,787 6,937 2.9 7,474 6,461 2.9
Caa and
5 lower 1,534 1,282 0.5 1,809 1,425 0.6
In or
near
6 default 181 151 0.1 343 312 0.1
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Total
fixed
maturity
securities  $238,061 $ 239,566 100.0% $229,709 $ 227,642 100.0%
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The following tables present the Company s total fixed maturity securities, based on estimated fair value, by sector
classification and by NRSRO designation and the equivalent ratings of the NAIC, that each designation is comprised
of at March 31, 2010 and December 31, 2009:

Fixed Maturity Securities by Sector & Credit Quality Rating at March 31,

2010

NAIC Rating: 1 2 3 4 5 6 Total

Caa In or

and Near Estimated

Fair
Rating Agency Designation: Aaa/Aa/A Baa Ba B Lower  Default Value
(In
millions)

U.S. corporate securities $ 32315 $31,089 $ 6,623 $ 3481 $ 543 $ 82 $ 74,133
RMBS 37,534 1,746 1,997 1,358 336 9 42,980
Foreign corporate securities 17,649 18,627 2,070 1,478 263 18 40,105
U.S. Treasury, agency and
government guaranteed
securities 30,741 30,741
CMBS 16,205 177 77 22 14 16,495
ABS 12,340 1,017 266 155 72 42 13,892
Foreign government securities 6,145 5,560 1,031 428 13,164
State and political subdivision
securities 7,101 834 41 9 54 8,039
Other fixed maturity
securities 11 6 17

Total fixed maturity securities $160,030  $59,061 $12,105 $ 6,937 $1,282 $ 151  $ 239,566

Percentage of total 66.8% 24.6% 5.1% 2.9% 0.5% 0.1% 100.0%
Fixed Maturity Securities by Sector & Credit Quality Rating at December 31,
2009
NAIC Rating: 1 2 3 4 5 6 Total
Caa Inor
and Near Estimated
Fair
Rating Agency Designation: Aaa/Aa/A Baa Ba B Lower  Default Value
(In
millions)
U.S. corporate securities $ 31,848 $30266 $ 6,319 $ 2965 $ 616 $ 173 $ 72,187
RMBS 38,464 1,563 2,260 1,391 339 3 44,020
Foreign corporate securities 16,678 17,393 2,067 1,530 281 81 38,030
U.S. Treasury, agency and
government guaranteed
securities 25,447 25,447
CMBS 15,000 434 152 22 14 15,622
ABS 11,573 1,033 275 124 117 40 13,162
Foreign government securities 5,786 4,841 890 415 15 11,947
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State and political subdivision

securities 6,337 765 40 8 58 7,208
Other fixed maturity
securities 3 10 6 19

Total fixed maturity securities $ 151,136  $56,305 $12,003 $ 6461 $1425 $ 312 $ 227,642

Percentage of total 66.4% 24.7% 5.3% 2.9% 0.6% 0.1% 100.0%

Fixed Maturity and Equity Securities Available-for-Sale. See Investments Fixed Maturity and Equity Securities
Available-for-Sale in Note 3 of the Notes to the Interim Condensed Consolidated Financial Statements for tables
summarizing the cost or amortized cost, gross unrealized gains and losses, including noncredit loss component of
OTTI loss, and estimated fair value of fixed maturity and equity securities on a sector basis, and selected information
about certain fixed maturity securities held by the Company that were below investment grade or non-rated,
non-income producing, credit enhanced by financial guarantor insurers by sector, and the ratings of the financial
guarantor insurers providing the credit enhancement at March 31, 2010 and December 31, 2009.

Concentrations of Credit Risk (Equity Securities). The Company was not exposed to any significant concentrations
of credit risk in its equity securities portfolio of any single issuer greater than 10% of the Company s stockholders
equity at March 31, 2010 and December 31, 2009.

Concentrations of Credit Risk (Fixed Maturity Securities) Summary. See Investments Fixed Maturity Securities
Available-for-Sale Concentrations of Credit Risk (Fixed Maturity Securities) Summary in Note 3 of the Notes to the
Interim Condensed Consolidated Financial Statements for a summary of the concentrations of credit risk related to
fixed maturity securities holdings.

Corporate Fixed Maturity Securities. The Company maintains a diversified portfolio of corporate fixed maturity
securities across industries and issuers. This portfolio does not have exposure to any single issuer in excess of 1% of
the total investments. See Investments Fixed Maturity and Equity Securities Available-for-Sale Concentrations of
Credit Risk (Fixed Maturity Securities) U.S. and Foreign Corporate Securities in Note 3 of the Notes to the Interim
Condensed Consolidated Financial Statements for the tables that present the major industry types that comprise the
corporate fixed maturity securities holdings, the largest exposure to a single issuer and the combined holdings in the
ten issuers to which it had the largest exposure at March 31, 2010 and December 31, 2009.
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Structured Securities. The following table presents the types and portion rated Aaa/AAA, and portion rated NAIC
1 for RMBS and ABS backed by sub-prime mortgage loans, of structured securities the Company held at:

March 31, 2010 December 31, 2009
Estimated Estimated
Fair % of Fair % of
Value Total Value Total
(In millions)
RMBS $42,980 58.6% $44,020 60.5%
CMBS 16,495 22.5 15,622 21.4
ABS 13,892 18.9 13,162 18.1
Total structured securities $73,367 100.0% $72,804 100.0%
Ratings profile:
RMBS rated Aaa/AAA $37,308 86.8% $35,626 80.9%
RMBS rated NAIC 1 $37,534 87.3% $38,464 87.4%
CMBS rated Aaa/AAA $15,364 93.1% $13,355 85.5%
ABS rated Aaa/AAA $10,526 75.8% $ 9,354 71.1%
ABS rated NAIC 1 $ 12,340 88.8% $11,573 87.9%

RMBS. See Investments Fixed Maturity and Equity Securities Available-for-Sale ~Concentrations of Credit Risk
(Fixed Maturity Securities) RMBS in Note 3 of the Notes to the Interim Condensed Consolidated Financial
Statements for the tables that present the Company s RMBS holdings by security type and risk profile at March 31,
2010 and December 31, 2009.

The majority of the Company s RMBS were rated Aaa/AAA by Moody s, S&P or Fitch; and the majority were rated
NAIC 1 by the NAIC at March 31, 2010 and December 31, 2009, as presented above. Effective December 31, 2009,
the NAIC adopted a revised rating methodology for non-agency RMBS based on the NAIC s estimate of expected
losses from non-agency RMBS. The majority of the Company s agency RMBS were guaranteed or otherwise
supported by the Federal National Mortgage Association ( FNMA ), the Federal Home Loan Mortgage Corporation
( FHLMC ) or the Government National Mortgage Association ( GNMA ). Non-agency RMBS includes prime and
alternative residential mortgage loans ( Alt-A ) RMBS. Prime residential mortgage lending includes the origination of
residential mortgage loans to the most creditworthy borrowers with high quality credit profiles. Alt-A is a
classification of mortgage loans where the risk profile of the borrower falls between prime and sub-prime. Sub-prime
mortgage lending is the origination of residential mortgage loans to borrowers with weak credit profiles.

The Company s Alt-A securities portfolio has superior structure to the overall Alt-A market. At March 31, 2010 and
December 31, 2009, the Company s Alt-A securities portfolio has no exposure to option adjustable rate mortgages
( ARMs ) and a minimal exposure to hybrid ARMs. The Company s Alt-A securities portfolio is comprised primarily of
fixed rate mortgages which have performed better than both option ARMs and hybrid ARMs in the overall Alt-A
market. Additionally, 89% and 90% at March 31, 2010 and December 31, 2009, respectively, of the Company s Alt-A
securities portfolio has super senior credit enhancement, which typically provides double the credit enhancement of a
standard Aaa/AAA rated fixed maturity security. Based upon the analysis of the Company s exposure to Alt-A
mortgage loans through its exposure to RMBS that are considered temporarily impaired, the Company continues to
expect to receive payments in accordance with the contractual terms of the securities. Any securities where the present
value of projected future cash flows expected to be collected is less than amortized cost are impaired in accordance
with our impairment policy. See Investments Fixed Maturity Securities Available-for-Sale RMBS in Note 3 of the
Notes to the Interim Condensed Consolidated Financial Statements for a table that presents the estimated fair value of
Alt-A securities held by the Company by vintage year, net unrealized loss, portion of holdings rated Aa/AA or better
by Moody s, S&P or Fitch, portion rated NAIC 1 by the NAIC, and portion of holdings that are backed by fixed rate
collateral or hybrid ARMs at March 31, 2010 and December 31, 2009. Vintage year refers to the year of origination
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and not to the year of purchase. Based upon the analysis of the Company s exposure to RMBS, including Alt-A
RMBS, that are considered temporarily impaired, the Company expects to receive payments in accordance with the
contractual terms of the securities. Any securities where the present value of projected future cash flows expected to
be collected is less than amortized cost are impaired in accordance with our impairment policy.

CMBS. There have been disruptions in the CMBS market due to market perceptions that default rates will increase
in part as result of weakness in commercial real estate market fundamentals and in part to relaxed underwriting
standards by some originators of commercial mortgage loans within the more recent vintage years (i.e., 2006 and
later). These factors have caused a pull-back in market liquidity, increased credit spreads and repricing of risk, which
has led to higher levels of unrealized losses as compared to historical levels. However, in the three months ended
March 31, 2010, market conditions improved, credit spreads narrowed and unrealized losses decreased from 6% to 1%
of cost or amortized cost from December 31, 2009 to March 31, 2010. Based upon the
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analysis of the Company s exposure to CMBS that are considered temporarily impaired the Company expects to
receive payments in accordance with the contractual terms of the securities. Any securities where the present value of
projected future cash flows expected to be collected is less than amortized cost are impaired in accordance with our
impairment policy.

The Company s holdings in CMBS were $16.5 billion and $15.6 billion, at estimated fair value at March 31, 2010
and December 31, 2009, respectively. See Investments Fixed Maturity and Equity Securities Available-for-Sale
Concentrations of Credit Risk (Fixed Maturity Securities) CMBS in Note 3 of the Notes to the Interim Condensed
Consolidated Financial Statements for tables that present the cost or amortized cost and estimated fair value, rating
distribution by Moody s, S&P or Fitch, and holdings by vintage year of such securities held by the Company at March
31, 2010 and December 31, 2009. The Company had no exposure to CMBS index securities at March 31, 2010 or
December 31, 2009. The Company s holdings of commercial real estate collateralized debt obligations securities were
$116 million and $111 million at estimated fair value at March 31, 2010 and December 31, 2009, respectively. The
weighted average credit enhancement of the Company s CMBS holdings was 28% at both March 31, 2010 and
December 31, 2009. This credit enhancement percentage represents the current weighted average estimated
percentage of outstanding capital structure subordinated to the Company s investment holding that is available to
absorb losses before the security incurs the first dollar of loss of principal. The credit protection does not include any
equity interest or property value in excess of outstanding debt.

See Investments Fixed Maturity and Equity Securities Available-for-Sale Concentrations of Credit Risk (Fixed
Maturity Securities) CMBS in Note 3 of the Notes to the Interim Condensed Consolidated Financial Statements for
tables that present the Company s holdings of CMBS by rating agency designation and by vintage year at March 31,
2010 and December 31, 2009.

ABS. The Company s ABS are diversified both by collateral type and by issuer. See Investments Fixed Maturity
and Equity Securities Available-for-Sale Concentrations of Credit Risk (Fixed Maturity Securities) ABS in Note 3 of
the Notes to the Interim Condensed Consolidated Financial Statements for a table that presents the Company s ABS by
collateral type, portion rated Aaa/AAA and portion credit enhanced held by the Company at March 31, 2010 and
December 31, 2009.

The slowing U.S. housing market, greater use of affordable mortgage products and relaxed underwriting standards
for some originators of sub-prime loans have recently led to higher delinquency and loss rates, especially within the
2006 and 2007 vintage years. Vintage year refers to the year of origination and not to the year of purchase. These
factors have caused a pull-back in market liquidity and repricing of risk, which has led to higher levels of unrealized
losses on securities backed by sub-prime mortgage loans as compared to historical levels. However, in 2009, market
conditions improved, credit spreads narrowed and unrealized losses decreased from 36% to 32% of cost or amortized
cost from December 31, 2009 and March 31, 2010. Based upon the analysis of the Company s sub-prime mortgage
loans through its exposure to ABS, the Company expects to receive payments in accordance with the contractual
terms of the securities that are considered temporarily impaired. Any securities where the present value of projected
future cash flows expected to be collected is less than amortized cost are impaired in accordance with our impairment
policy.

See Investments Fixed Maturity and Equity Securities Available-for-Sale Concentrations of Credit Risk (Fixed
Maturity Securities) ABS in Note 3 of the Notes to the Interim Condensed Consolidated Financial Statements for
tables that present the Company s holdings of ABS supported by sub-prime mortgage loans by rating agency
designation and by vintage year at March 31, 2010 and December 31, 2009.

The Company had ABS supported by sub-prime mortgage loans with estimated fair values of $1,071 million and
$1,044 million, respectively, and unrealized losses of $507 million and $593 million, respectively, at March 31, 2010
and December 31, 2009, respectively. Approximately 68% of this portfolio was rated Aa or better, of which 96% was
in vintage year 2005 and prior at March 31, 2010. Approximately 61% of this portfolio was rated Aa or better, of
which 91% was in vintage year 2005 and prior at December 31, 2009. These older vintages benefit from better
underwriting, improved enhancement levels and higher residential property price appreciation. All of the $1,071
million and $1,044 million of ABS supported by sub-prime mortgage loans were classified as Level 3 fixed maturity
securities at March 31, 2010 and December 31, 2009, respectively. The NAIC rating distribution of the Company s
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ABS supported by sub-prime mortgage loans at March 31, 2010 was as follows: 69% NAIC 1, 5% NAIC 2 and 26%
NAIC 3 through 6. The NAIC rating distribution of the Company s ABS supported by sub-prime mortgage loans at
December 31, 2009 was as follows: 69% NAIC 1, 4% NAIC 2 and 27% NAIC 3 through 6.

ABS also include collateralized debt obligations backed by sub-prime mortgage loans at an aggregate cost of
$22 million with an estimated fair value of $9 million at March 31, 2010 and an aggregate cost of $22 million with an

estimated fair value of $8 million at December 31, 2009.
29
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Evaluating Available-for-Sale Securities for Other-Than-Temporary Impairment

See Investments Evaluating Available-for-Sale Securities for Other-Than-Temporary Impairment in Note 3 of the
Notes to the Interim Condensed Consolidated Financial Statements for a discussion of the regular evaluation of
available-for-sale securities holdings in accordance with our impairment policy, whereby we evaluate whether such
investments are other-than-temporarily impaired, new OTTI guidance adopted in 2009 and factors considered by
security classification in the regular OTTI evaluation.

See Management s Discussion and Analysis of Financial Condition and Results of Operations Summary of Critical
Accounting Estimates included the 2009 Annual Report.

Net Unrealized Investment Gains (Losses)

See Investments Net Unrealized Investment Gains (Losses) in Note 3 of the Notes to the Interim Condensed
Consolidated Financial Statements for the components of net unrealized investment gains (losses), included in
accumulated other comprehensive loss and the changes in net unrealized investment gains (losses) at March 31, 2010
and December 31, 2009 and for the three months ended March 31, 2010.

Fixed maturity securities with noncredit OTTI losses in accumulated other comprehensive loss of $791 million at
March 31, 2010, includes $859 million recognized prior to January 1, 2010, $59 million ($17 million, net of DAC) of
noncredit losses recognized in the three months ended March 31, 2010, $16 million transferred to retained earnings in
connection with the adoption of new guidance related to consolidation of VIEs (see Note 1 of the Notes to the Interim
Condensed Consolidated Financial Statements), and $111 million of subsequent increases in estimated fair value
during the three months ended March 31, 2010 on such securities for which a noncredit loss was previously
recognized in accumulated other comprehensive loss.

Fixed maturity securities with noncredit OTTI losses in accumulated other comprehensive loss of $859 million at
December 31, 2009, includes $126 million related to the transition adjustment, $939 million ($857 million, net of
DAC) of noncredit losses recognized in the year ended December 31, 2009 (as more fully described in Note 1 of the
Notes to the Consolidated Financial Statements included in the 2009 Annual Report) and $206 million of subsequent
increases in estimated fair value during the year ended December 31, 2009 on such securities for which a noncredit
loss was previously recognized in accumulated other comprehensive loss.

Aging of Gross Unrealized Loss and OTTI Loss for Fixed Maturity and Equity Securities Available-for-Sale

See Investments Aging of Gross Unrealized Loss and OTTI Loss for Fixed Maturity and Equity Securities
Available-for-Sale in Note 3 of the Notes to the Interim Condensed Consolidated Financial Statements for the tables
that present the cost or amortized cost, gross unrealized loss, including the portion of OTTI loss on fixed maturity
securities recognized in accumulated other comprehensive loss at March 31, 2010, gross unrealized loss as a
percentage of cost or amortized cost and number of securities for fixed maturity and equity securities where the
estimated fair value had declined and remained below cost or amortized cost by less than 20%, or 20% or more at
March 31, 2010 and December 31, 2009.

Concentration of Gross Unrealized Loss and OTTI Loss for Fixed Maturity and Equity Securities
Available-for-Sale

See Investments Concentration of Gross Unrealized Loss and OTTI Loss for Fixed Maturity and Equity Securities
Available-for-Sale in Note 3 of the Notes to the Interim Condensed Consolidated Financial Statements for the tables
that present the concentration by sector and industry of the Company s gross unrealized losses related to its fixed
maturity and equity securities, including the portion of OTTTI loss on fixed maturity securities recognized in
accumulated other comprehensive loss of $8.5 billion and $10.8 billion at March 31, 2010 and December 31, 2009,
respectively.
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Evaluating Temporarily Impaired Available-for-Sale Securities

The following table presents the Company s fixed maturity and equity securities each with a gross unrealized loss
of greater than $10 million, the number of securities, total gross unrealized loss and percentage of total gross
unrealized loss at:

March 31, 2010 December 31, 2009
Fixed Fixed
Maturity Equity Maturity Equity
Securities Securities Securities Securities
(In millions, except number of securities)

Number of securities 165 7 223 9
Total gross unrealized loss $3,310 $ 101 $ 4,465 $ 132
Percentage of total gross unrealized loss 40% 41% 43% 48%

The fixed maturity and equity securities, each with a gross unrealized loss greater than $10 million, decreased
$1.2 billion during the three months ended March 31, 2010. The cause of the decline in, or improvement in, gross
unrealized losses for the three months ended March 31, 2010 was primarily attributable to improving market
conditions, including narrowing of credit spreads reflecting an improvement in liquidity. These securities were
included in the Company s OTTI review process. Based upon the Company s current evaluation of these securities 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 has concluded that these
securities are not other-than-temporarily impaired.

In the Company s impairment review process, the duration and severity of an unrealized loss position for equity
securities is given greater weight and consideration than for fixed maturity securities. An extended and severe
unrealized loss position on a fixed maturity security may not have any impact on the ability of the issuer to service all
scheduled interest and principal payments and the Company s evaluation of recoverability of all contractual cash flows
or the ability to recover an amount at least equal to its amortized cost based on the present value of the expected future
cash flows to be collected. In contrast, for an equity security, greater weight and consideration is given by the
Company to a decline in market value and the likelihood such market value decline will recover.

The following table presents certain information about the Company s equity securities available-for-sale with a
gross unrealized loss of 20% or more at March 31, 2010:

Non-Redeemable Preferred Stock

All Types of Investment Grade
All
Equity Non-Redeemable
Securities  Preferred Stock All Industries Financial Services Industry
% of
Gross Gross All Gross % of All Gross % A
% of Rated
UnrealizedUnrealized Equity UnrealizeNon-RedeemabldUnrealized All or
Preferred
Loss Loss Securities Loss Stock Loss Industries  Better

(In millions)
Less than six
months $ 35§ 33 9%4% $ 16 48% $ 16 100% 100%
Six months or
greater but less
than twelve
months % % % %
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Twelve months or
greater 128 128 100% 128 100% 124 97% 90%

All equity

securities with a

gross unrealized

loss of 20% or

more $ 163 $ 161 9% $ 144 89% $ 140 97% 91%

In connection with the equity securities impairment review process at March 31, 2010, the Company evaluated its
holdings in non-redeemable preferred stock, particularly those of financial services companies. The Company
considered several factors including whether there has been any deterioration in credit of the issuer and the likelihood
of recovery in value of non-redeemable preferred stock with a severe or an extended unrealized loss. The Company
also considered whether any non-redeemable preferred stock with an unrealized loss held by the Company, regardless
of credit rating, have deferred any dividend payments. No such dividend payments were deferred.

With respect to common stock holdings, the Company considered the duration and severity of the unrealized losses
for securities in an unrealized loss position of 20% or more and the duration of unrealized losses for securities in an
unrealized loss position of less than 20% in an extended unrealized loss position (i.e., for 12 months or greater).

31

Table of Contents 45



Edgar Filing: UNITED BANCSHARES INC/OH - Form 10-Q

Table of Contents

Future other-than-temporary impairments 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 rating,
changes in collateral valuation, changes in interest rates and changes in credit spreads. If economic fundamentals and
any of the above factors deteriorate, additional other-than-temporary impairments may be incurred in upcoming
quarters.

Net Investment Gains (Losses) Including OTTI Losses Recognized in Earnings

Effective April 1, 2009, the Company adopted new guidance on the recognition and presentation of OTTI that
amends the methodology to determine for fixed maturity securities whether an OTTI exists, and for certain fixed
maturity securities, changes how OTTI losses that are charged to earnings are measured. There was no change in the
methodology for identification and measurement of OTTI losses charged to earnings for impaired 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) are as follows:

Fixed Maturity
Securities Equity Securities Total
Three Months Ended March 31,
2010 2009 2010 2009 2010 2009
(In
millions)
Proceeds $8,378 $11,778 $ 145 $ 38 $8,523 $11,836
Gross investment gains $ 164 $ 356 $ 31 $ 7 $ 195 $ 363
Gross investment losses (139) 412) 3) (18) (142) (430)
Total OTTI losses recognized
in earnings:
Credit-related (86) (483) (86) (483)
Other (1) (6) (70) (1) (258) (7) (328)
Total OTTI losses recognized
in earnings (92) (553) ) (258) (93) (811)
Net investment gains (losses) $ (©7) $ (609) $ 27 $ (269) $ 40 $ (878)

(1) Other OTTI losses recognized in earnings include impairments on equity securities, impairments on perpetual
hybrid securities classified within fixed maturity securities where the primary reason for the impairment was the
severity and/or the duration of an unrealized loss position and fixed maturity securities where there is an intent to
sell or it is more likely than not that the Company will be required to sell the security before recovery of the
decline in estimated fair value.

Overview of Fixed Maturity and Equity Security OTTI Losses Recognized in Earnings. Impairments of fixed
maturity and equity securities were $93 million and $811 million for the three months ended March 31, 2010 and
2009, respectively. Impairments of fixed maturity securities were $92 million and $553 million for the three months
ended March 31, 2010 and 2009, respectively. Impairments of equity securities were $1 million and $258 million for
the three months ended March 31, 2010 and 2009, respectively.

The Company s credit-related impairments of fixed maturity securities were $86 million and $483 million for the
three months ended March 31, 2010 and March 31, 2009, respectively.
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The Company s three largest impairments totaled $26 million and $274 million for the three months ended
March 31, 2010 and March 31, 2009, respectively.

The Company records OTTI losses charged to earnings as investment losses and adjusts the cost basis of the fixed
maturity and equity securities accordingly. The Company does not change the revised cost basis for subsequent
recoveries in value.

The Company sold or disposed of fixed maturity and equity securities at a loss that had an estimated fair value of
$3,212 million and $3,429 million during the three months ended March 31, 2010 and March 31, 2009, respectively.
Gross losses excluding impairments for fixed maturity and equity securities were $142 million and $430 million for
the three months ended March 31, 2010 and March 2009, respectively.

Explanations of changes in fixed maturity and equity securities impairments are as follows:

Three months ended March 31, 2010 compared to the three months Ended March 31, 2009  Overall OTTI losses
recognized in earnings on fixed maturity and equity securities were $93 million for the three months ended March 31,
2010 as compared to $811 million in the comparable prior year period. Improving market conditions across all sectors
and industries, particularly the
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financial services industry, as compared to the prior year period when there was significant stress in the global
financial markets resulted in decreased impairments in fixed maturity and equity securities in the current year period.
Impairments in the three months ended March 31, 2010 were concentrated in the RMBS, ABS and CMBS sectors and
consumer industry reflecting current economic conditions including higher unemployment levels and continued
weakness within the real estate markets. Of the fixed maturity and equity securities impairments of $93 million and
$811 million in three months ended March 31, 2010 and 2009, respectively, $59 million and $126 million,
respectively, were in the Company s RMBS, ABS and CMBS holdings; and $22 million and $90 million, respectively,
were in the Company s consumer industry holdings. The most significant decrease in the current year period, as
compared to the prior year period, was in the Company s financial services industry holdings which comprised
$351 million in fixed maturity and equity impairments in three months ended March 31, 2009, as compared to
$8 million in impairments for the three months ended March 31, 2010. Of the $351 million in financial services
industry impairments for the three months ended March 31, 2009, $230 million were in equity securities, of which
$200 million were in financial services industry perpetual hybrid securities which were impaired as a result of
deterioration in the credit rating of the issuer to below investment grade and due to a severe and extended unrealized
loss position on these securities.

Fixed maturity security OTTI losses recognized in earnings relate to the following sectors and industries:

Three Months
Ended
March 31,
2010 2009
(In millions)
U.S. and foreign corporate securities by industry:

Consumer $ 22 $ 90
Finance 8 121
Communications 3 142
Industrial 17
Utility 33
Other 24
Total U.S. and foreign corporate securities 33 427
RMBS 30 58
ABS 19 66
CMBS 10 2
Total $ 92 $ 553

Equity security OTTI losses recognized in earnings relate to the following sectors and industries:

Three Months
Ended
March 31,
2010 2009
(In millions)

Sector:

Common stock $ 1 $ 39
Non-redeemable preferred stock 219
Total $ 1 $ 258
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Industry:

Financial services industry:

Perpetual hybrid securities $ $ 200
Common and remaining non-redeemable preferred stock 30
Total financial services industry 230
Other 1 28
Total $ 1 $ 258

Future Impairments. Future other-than-temporary impairments will depend primarily on economic fundamentals,
issuer performance, changes in credit ratings, changes in collateral valuation, changes in interest rates and changes in
credit spreads. If economic fundamentals and other of the above factors deteriorate, additional other-than-temporary
impairments may be incurred in upcoming periods. See also ~ Investments Fixed Maturity and Equity Securities
Available-for-Sale Net Unrealized Investment Gains (Losses).
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Credit Loss Rollforward Rollforward of the Cumulative Credit Loss Component of OTTI Loss Recognized in
Earnings on Fixed Maturity Securities Still Held for Which a Portion of the OTTI Loss was Recognized in Other
Comprehensive Loss

See Investments Credit Loss Rollforward Rollforward of the Cumulative Credit Loss Component of OTTI Loss
Recognized in Earnings on Fixed Maturity Securities Still Held for Which a Portion of the OTTI Loss was
Recognized in Other Comprehensive Loss in Note 3 of the Notes to the Interim Condensed Consolidated Financial
Statements for the table that presents a rollforward of the cumulative credit loss component of OTTI loss recognized
in earnings on fixed maturity securities still held by the Company at March 31, 2010 for which a portion of the OTTI
loss was recognized in other comprehensive loss for the three months ended March 31, 2010.

Securities Lending

The Company participates in securities lending programs whereby blocks of securities, which are included in fixed
maturity securities and short-term investments, are loaned to third parties, primarily brokerage firms and commercial
banks. These transactions are treated as financing arrangements and the associated liability recorded at the amount of
the cash received. The Company generally obtains collateral in an amount equal to 102% of the estimated fair value of
the loaned securities, which is obtained at the inception of a loan and maintained at a level greater than or equal to
100% for the duration of the loan. In limited instances, during the extraordinary market events beginning in the fourth
quarter of 2008 and through part of 2009, we accepted collateral less than 102% at the inception of certain loans, but
never less than 100%, of the estimated fair value of such loaned securities. At December 31, 2009, we had no loans
outstanding where we had accepted at the inception of the loan collateral less than 102%, of the estimated fair value of
such loaned securities. These loans involved U.S. Government Treasury Bills which are considered to have limited
variation in their estimated fair value during the term of the loan. Securities loaned under such transactions may be
sold or repledged by the transferee. The Company is liable to return to its counterparties the cash collateral under its
control.

Elements of the securities lending program are presented in Note 3 of the Notes to the Interim Condensed
Consolidated Financial Statements under Investments Securities Lending.

The estimated fair value of the securities on loan related to the cash collateral on open at March 31, 2010 was
$3,816 million of which $3,612 million were U.S. Treasury, agency and government guaranteed securities which, if
put to the Company, can be immediately sold to satisfy the cash requirements. The remainder of the securities on loan
were primarily U.S. Treasury, agency, and government guaranteed securities, and very liquid RMBS. The U.S.
Treasury securities on loan are primarily holdings of on-the-run U.S. Treasury securities, the most liquid U.S.
Treasury securities available. If these high quality securities that are on loan are put back to the Company, the
proceeds from immediately selling these securities can be used to satisfy the related cash requirements. The
reinvestment portfolio acquired with the cash collateral consisted principally of fixed maturity securities (including
U.S. corporate, U.S. Treasury, agency and government guaranteed, RMBS, ABS and CMBS securities). If the on loan
securities or the reinvestment portfolio become less liquid, the Company has the liquidity resources of most of its
general account available to meet any potential cash demands when securities are put back to the Company.

Security collateral on deposit from counterparties in connection with the securities lending transactions may not be
sold or repledged, unless the counterparty is in default, and is not reflected in the interim condensed consolidated
financial statements. Separately, the Company has $47 million and $46 million, at estimated fair value, of cash and
security collateral on deposit from a counterparty to secure its interest in a pooled investment that is held by a third
party trustee, as custodian, at March 31, 2010 and December 31, 2009, respectively. This pooled investment is
included within fixed maturity securities and had an estimated fair value of $53 million and $51 million at March 31,
2010 and December 31, 2009, respectively.

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

See Investments Invested Assets on Deposit, Held in Trust and Pledged as Collateral in Note 3 of the Notes to the
Interim Condensed Consolidated Financial Statements for a table of the invested assets on deposit, invested assets
held in trust and invested assets pledged as collateral at March 31, 2010 and December 31, 2009.

See also  Investments Securities Lending for the amount of the Company s cash and invested assets received from
and due back to counterparties pursuant to the securities lending program.
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Trading Securities

The Company has trading securities to support investment strategies that involve the active and frequent purchase
and sale of securities, the execution of short sale agreements and asset and liability matching strategies for certain
insurance products. In addition, the Company classifies securities held by consolidated securitization entities as
trading securities, with changes in estimated fair value recorded as net investment gains (losses). Trading securities
which consisted principally of publicly-traded fixed maturity and equity securities, were $3.0 billion and $2.4 billion,
or 0.9% and 0.7% of total cash and invested assets at estimated fair value, at March 31, 2010 and December 31, 2009,
respectively. See Note 3 of the Notes to the Interim Condensed Consolidated Financial Statements Investments
Trading Securities for tables which present information about the trading securities, related short sale agreement
liabilities, investments pledged to secure short sale agreement liabilities, net investment income, changes in estimated
fair value included in net investment income for trading securities and changes in estimated fair value included in net
investment gains (losses) for securities held by consolidated securitization entities at March 31, 2010 and
December 31, 2009 and for the three months ended March 31, 2010 and 2009.

The trading securities, securities held by consolidated securitization entities and trading (short sale agreement)
liabilities, measured at estimated fair value on a recurring basis and their corresponding fair value hierarchy, are
presented as follows:

March 31, 2010
Trading Trading
Securities Liabilities
(In millions)

Quoted prices in active markets for identical assets and liabilities (Level 1) $2,132 70% $ 87 90%
Significant other observable inputs (Level 2) (1) 867 29 10 10
Significant unobservable inputs (Level 3) 40 1

Total estimated fair value $3,039 100% $ 97 100%

(1) All trading securities held by consolidated securitization entities are classified as Level 2.
A rollforward of the fair value measurements for trading securities measured at estimated fair value on a recurring
basis using significant unobservable (Level 3) inputs for the three months ended March 31, 2010, is as follows:

Three Months
Ended
March 31,
2010
(In millions)

Balance, beginning of period $ 83
Total realized/unrealized gains (losses) included in:
Earnings (D)
Purchases, sales, issuances and settlements 24)
Transfer in and/or out of Level 3 (18)
Balance, end of period $ 40

See Management s Discussion and Analysis of Financial Condition and Results of Operations Summary of Critical
Accounting Estimates included in the 2009 Annual Report for further information on the estimates and assumptions
that affect the amounts reported above.
Mortgage Loans
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The Company s mortgage loans are principally collateralized by commercial, agricultural and residential properties,
as well as automobiles. The carrying value of mortgage loans was $57.4 billion and $50.9 billion, or 16.2% and 15.1%
of total cash and invested assets at March 31, 2010 and December 31, 2009, respectively. See Investments Mortgage
Loans in Note 3 of the Notes to the Interim Condensed Consolidated Financial Statements for a table that presents the
Company s mortgage loans held-for-investment of $55.4 billion and $48.2 billion by type at March 31, 2010 and
December 31, 2009, respectively, as well as the components of the mortgage loans held-for-sale of $2.0 billion and
$2.7 billion at March 31, 2010 and December 31, 2009, respectively. The information presented on Mortgage Loans
herein excludes the effects of consolidating under GAAP certain VIEs that are treated as consolidated securitization
entities. Such amounts are presented in the aforementioned table that presents the mortgage loans held-for-investment.
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Mortgage Loans by Geographic Region and Property Type. The Company diversifies its commercial mortgage
loans by both geographic region and property type to reduce the risk of concentration. See Investments Mortgage
Loans Mortgage Loans by Geographic Region and Property Type in Note 3 of the Notes to the Interim Condensed
Consolidated Financial Statements for tables that present the distribution across geographic regions and property types
for commercial mortgage loans held-for-investment at March 31, 2010 and December 31, 2009.

Mortgage Loan Credit Quality  Restructured, Potentially Delinquent, Delinquent or Under Foreclosure. The
Company monitors its mortgage loan investments on an ongoing basis, including reviewing loans that are restructured,
potentially delinquent, and delinquent or under foreclosure. These loan classifications are consistent with those used in
industry practice.

The Company defines restructured mortgage loans as loans in which the Company, for economic or legal reasons
related to the debtor s financial difficulties, grants a concession to the debtor that it would not otherwise consider. The
Company defines potentially delinquent loans as loans that, in management s opinion, have a high probability of
becoming delinquent in the near term. The Company defines delinquent mortgage loans, consistent with industry
practice, as loans in which two or more interest or principal payments are past due. The Company defines mortgage
loans under foreclosure as loans in which foreclosure proceedings have formally commenced.

The following table presents the amortized cost and valuation allowance (amortized cost is carrying value before
valuation allowances) for commercial mortgage loans, agricultural mortgage loans, and residential and consumer
loans held-for-investment distributed by loan classification at:

March 31, 2010 December 31, 2009
% of % of
Amortized % of Valuation Amortized Amortized % of Valuation Amortized
Cost Total Allowance Cost Cost Total Allowance Cost
(In millions)
Commercial:
Performing $35,103 993% $ 562 1.6% $35,066 99.7% $ 548 1.6%
Restructured 54 0.2 1 1.9% %
Potentially
delinquent 32 0.1 28 87.5% 102 0.3 41 40.2%
Delinquent or
under foreclosure 162 0.4 33 20.4% 8 %
Total $35,351 100.0% $ 624 1.8% $35,176 100.0% $ 589 1.7%
Agricultural (1):
Performing $11,941 97.8% $ 33 03% $11,950 97.5% $ 33 0.3%
Restructured 46 04 14 30.4% 36 0.3 10 27.8%
Potentially
delinquent 91 0.8 28 30.8% 128 1.0 34 26.6%
Delinquent or
under foreclosure 125 1.0 35 28.0% 141 1.2 38 27.0%
Total $12,203 100.0% $ 110 09% $12,255 100.0% $ 115 0.9%

Residential and
Consumer (2):

Performing $ 1,491 953% $ 16 1.1% $ 1,389 94.4% $ 16 1.2%
Restructured 2 0.1 % 1 0.1 %
8 0.5 % 10 0.7 %
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Potentially

delinquent

Delinquent or

under foreclosure 64 4.1 1 1.6% 71 4.8 1 1.4%
Total $ 1,565 100.0% $ 17 % $ 1471 100.0% $ 17 1.2%

(1) The Company diversifies its agricultural mortgage loans held-for-investment by both geographic region and
product type. Of the $12,203 million of agricultural mortgage loans outstanding at March 31, 2010, 54% were
subject to rate resets prior to maturity. A substantial portion of these loans has been successfully renegotiated and
remain outstanding to maturity.

(2) Residential and consumer loans consist of primarily residential mortgage loans, home equity lines of credit, and
automobile loans held-for-investment.

Mortgage Loan Credit Quality Monitoring Process Commercial and Agricultural Loans. The Company
reviews all commercial mortgage loans on an ongoing basis. These reviews may include an analysis of the property
financial statements and rent roll, lease rollover analysis, property inspections, market analysis, estimated valuations
of the underlying collateral, loan-to-value ratios, debt service coverage ratios, and tenant creditworthiness. The
monitoring process focuses on higher risk loans, which include those that are classified as restructured, potentially
delinquent, delinquent or in foreclosure, as well as loans with higher loan-to-value ratios and lower debt service
coverage ratios. The monitoring process for agricultural loans is generally similar, with a focus on higher risk loans,
including reviews of the portfolio on a geographic and sector basis.
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Loan-to-value ratios and debt service coverage ratios are common measures in the assessment of the quality of
commercial mortgage loans. Loan-to-value ratios compare the amount of the loan to the estimated fair value of the
underlying collateral. A loan-to-value ratio greater than 100% indicates that the loan amount is greater than the
collateral value. A loan-to-value ratio of less than 100% indicates an excess of collateral value over the loan amount.
The debt service coverage ratio compares a property s net operating income to amounts needed to service the principal
and interest due under the loan. For commercial loans, at March 31, 2010, the average loan-to-value ratio was 69%, as
compared to 68% at December 31, 2009, and the average debt service coverage ratio was 2.4x, as compared to 2.2x at
December 31, 2009. The values utilized in calculating these ratios are developed in connection with our review of the
commercial loan portfolio, and are updated routinely, including a periodic quality rating process and an evaluation of
the estimated fair value of the underlying collateral.

Mortgage Loan Credit Quality Monitoring Process Residential and Consumer Loans. The Company has a
conservative residential and consumer loan portfolio and does not hold any option ARMs, sub-prime, low teaser rate,
or loans with a loan-to-value ratio of 100% or more. Higher risk loans include those that are classified as restructured,
potentially delinquent, delinquent or in foreclosure, as well as loans with higher loan-to-value ratios and interest-only
loans. The Company s investment in residential junior lien loans and residential loans with a loan-to-value ratio of
80% or more was $67 million at March 31, 2010, and the majority of the higher loan-to-value loans have mortgage
insurance coverage which reduces the loan-to-value ratio to less than 80%. Additionally, the Company s investment in
traditional residential interest-only loans was $361 million at March 31, 2010.

Mortgage Loans Valuation Allowances. Recent economic events causing deteriorating market conditions, low
levels of liquidity and credit spread widening have all adversely impacted the mortgage loan markets. As a result,
commercial real estate and residential and consumer loan market fundamentals, and fundamentals in certain sectors of
the agricultural loan market, have weakened. The Company expects continued pressure on these fundamentals,
including but not limited to declining rent growth, increased vacancies, rising delinquencies and declining property
values. These deteriorating factors have been considered in the Company s ongoing, systematic and comprehensive
review of the commercial, agricultural and residential and consumer mortgage loan portfolios, resulting in higher
impairments and valuation allowances for the three months ended March 31, 2010 as compared to the prior periods.

The Company s valuation allowances are established both on a loan specific basis for those loans considered
impaired where a property specific or market specific risk has been identified that could likely result in a future loss,
as well as for pools of loans with similar risk characteristics where a property specific or market specific risk has not
been identified, but for which the Company expects to incur a loss. Accordingly, a valuation allowance is provided to
absorb these estimated probable credit losses. The Company records valuation allowances and gains and losses from
the sale of loans in net investment gains (losses).

The Company records valuation allowances for loans considered to be impaired when it is probable that, based
upon current information and events, the Company will be unable to collect all amounts due under the contractual
terms of the loan agreement. Based on the facts and circumstances of the individual loans being impaired, loan
specific valuation allowances are established for the excess carrying value of the loan over either: (i) the present value
of expected future cash flows discounted at the loan s original effective interest rate; (ii) the estimated fair value of the
loan s underlying collateral if the loan is in the process of foreclosure or otherwise collateral dependent; or (iii) the
loan s observable market price.

The Company also establishes valuation allowances for loan losses for pools of loans with similar characteristics,
such as loans based on similar property types or loans with similar loan-to-value or similar debt service coverage ratio
factors when, based on past experience, it is probable that a credit event has occurred and the amount of loss can be
reasonably estimated.

The determination of the amount of, and additions to, valuation allowances is based upon the Company s periodic
evaluation and assessment of known and inherent risks associated with its loan portfolios. Such evaluations and
assessments are based upon several factors, including the Company s experience for loan losses, defaults and loss
severity, and loss expectations for loans with similar risk characteristics. These evaluations and assessments are
revised as conditions change and new information becomes available. We update our evaluations regularly, which can
cause the valuation allowances to increase or decrease over time as such evaluations are revised, and such changes in
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the valuation allowance are also recorded in net investment gains (losses).
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The following tables present the changes in valuation allowances for commercial, agricultural and residential and
consumer loans held-for-investment:

Residential
and
Commercial Agricultural Consumer Total

(In millions)
For the Three Months Ended March 31, 2010:

Balance, beginning of period $ 589 $ 115 $ 17 $ 721
Additions 37 6 43
Deductions 2) (11) (13)
Balance, at end of period $ 624 $ 110 $ 17 $ 751
For the Three Months Ended March 31, 2009:

Balance, beginning of period $ 232 $ 61 $ 11 $ 304
Additions 99 28 4 131
Deductions 3 €)) (7
Balance, at end of period $ 328 $ 85 $ 15 $ 428

The following table presents the Company s valuation allowances for loans by type of credit loss at:

March
31, December 31,
2010 2009
(In millions)
Specific credit losses $ 139 $ 123
Non-specifically identified credit losses 612 598
Total valuation allowances $ 751 $ 721

The Company held $154 million and $210 million in mortgage loans which are carried at estimated fair value
based on the value of the underlying collateral or independent broker quotations, if lower, of which $141 million and
$202 million relate to impaired mortgage loans held-for-investment and $13 million and $8 million to certain
mortgage loans held-for-sale, at March 31, 2010 and December 31, 2009, respectively. These impaired mortgage loans
were recorded at estimated fair value and represent a nonrecurring fair value measurement. The estimated fair value is
categorized as Level 3. Included within net investment gains (losses) for such impaired mortgage loans were net
impairments of $24 million and $93 million for the three months ended March 31, 2010 and 2009, respectively.

Real Estate Holdings

The Company s real estate holdings consist of commercial properties located primarily in the United States. The
Company diversifies its real estate holdings by both geographic region and property type to reduce risk of
concentration. The carrying value of the Company s real estate, real estate joint ventures and real estate held-for-sale
was $6.9 billion, or 1.9%, of total cash and invested assets at both March 31, 2010 and December 31, 2009.

Real estate holdings by type consisted of the following:

March 31, 2010 December 31, 2009
Carrying % of Carrying % of
Value Total Value Total
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(In millions)

Real estate $ 5,478 79.8% $ 5,435 78.8%
Accumulated depreciation (1,439) (20.9) (1,408) (20.4)
Net real estate 4,039 58.9 4,027 58.4
Real estate joint ventures and funds 2,651 38.6 2,698 39.1
Foreclosed real estate 136 1.9 127 1.9
Real estate held-for-investment 6,826 99.4% 6,852 99.4%
Real estate held-for-sale 40 0.6 44 0.6
Total real estate holdings $ 6,866 100.0% $ 6,896 100.0%

There were no impairments recognized on real estate held-for-sale for the three months ended March 31, 2010 and
2009. Impairments of real estate and real estate joint ventures held-for-investment were $21 million and $24 million
for the three months ended March 31, 2010 and 2009, respectively. The Company s carrying value of real estate
held-for-sale as presented above has been reduced by impairments of $1 million at both March 2010 and
December 2009.
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These real estate joint ventures were recorded at estimated fair value and represent a non-recurring fair value
measurement. The estimated fair value was categorized as Level 3. Impairments to estimated fair value for such cost
basis real estate joint ventures of $21 million for the three months ended March 31, 2010 were recognized within net
investment gains (losses) and are included in the $21 million of impairments on real estate and real estate joint
ventures for the three months ended March 31, 2010. There were no cost basis real estate joint ventures impairments
to estimated fair value included in the $24 million of impairments on real estate and real estate joint ventures for the
three months ended March 31, 2009. The estimated fair value of the impaired real estate joint ventures after these
impairments was $5 million at March 31, 2010.

Other Limited Partnership Interests

The carrying value of other limited partnership interests (which primarily represent ownership interests in pooled
investment funds that principally make private equity investments in companies in the United States and overseas)
was $5.8 billion and $5.5 billion, or 1.7% and 1.6% of total cash and invested assets at March 31, 2010 and
December 31, 2009, respectively. Included within other limited partnership interests were $1.0 billion, at both
March 31, 2010 and December 31, 2009, of investments in hedge funds.

Impairments on cost basis limited partnership interests are recognized at estimated fair value determined from
information provided in the financial statements of the underlying other limited partnership interests in the period in
which the impairment is recognized. Consistent with equity securities, greater weight and consideration is given in the
other limited partnership interests impairment review process, to the severity and duration of unrealized losses on such
other limited partnership interests holdings. Impairments to estimated fair value for such other limited partnership
interests of less than $1 million and $96 million for the three months ended March 31, 2010 and 2009, respectively,
were recognized within net investment gains (losses). The estimated fair value of the impaired other limited
partnership interests after these impairments was less than $1 million and $74 million at March 31, 2010 and 2009,
respectively. These impairments to estimated fair value represent non-recurring fair value measurements that have
been classified as Level 3 due to the limited activity and price transparency inherent in the market for such
investments.

Other Invested Assets
The following table presents the carrying value of the Company s other invested assets by type at:

March 31, 2010 December 31, 2009
Carrying % of Carrying % of
Value Total Value Total
(In millions)
Freestanding derivatives with positive fair values $ 5,672 46.0% $ 6,133 48.2%
Leveraged leases, net of non-recourse debt 2,222 18.0 2,227 17.5
Joint venture investments 1,061 8.6 977 7.7
MSRs 859 7.0 878 6.9
Tax credit partnerships 732 5.9 719 5.7
Funds withheld at interest 504 4.1 505 4.0
Funding agreements 419 34 409 32
Other 858 7.0 861 6.8
Total $12,327 100.0% $12,709 100.0%

See Note 4 of the Notes to the Interim Condensed Consolidated Financial Statements for information regarding the
freestanding derivatives with positive estimated fair values. See Investments Mortgage Servicing Rights in Note 3 to
the Notes to the Interim Condensed Consolidated Financial Statements for information on mortgage servicing rights.
Joint venture investments are accounted for on the equity method and represent the Company s investment in insurance
underwriting joint ventures in Japan, Chile and China. Tax credit partnerships are established for the purpose of
investing in low-income housing and other social causes, where the primary return on investment is in the form of tax
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credits, and are accounted for under the equity method or under the effective yield method. Funds withheld at interest
represent amounts contractually withheld by ceding companies in accordance with reinsurance agreements. Funding
agreements represent arrangements where the Company has long-term interest bearing amounts on deposit with third
parties and are generally stated at amortized cost.
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Short-term Investments

The carrying value of short-term investments, which include investments with remaining maturities of one year or
less, but greater than three months, at the time of acquisition was $8.0 billion and $8.4 billion, or 2.3% and 2.5% of
total cash and invested assets at March 31, 2010 and December 31, 2009, respectively. The Company is exposed to
concentrations of credit risk related to securities of the U.S. government and certain U.S. government agencies
included within short-term investments, which were $7.2 billion and $7.5 billion at March 31, 2010 and December 31,
2009, respectively.

Cash Equivalents

The carrying value of cash equivalents, which include investments with an original or remaining maturity of three
months or less, at the time of acquisition was $7.3 billion and $8.4 billion at March 31, 2010 and December 31, 2009,
respectively. The Company is exposed to concentrations of credit risk related to securities of the U.S. government and
certain U.S. government agencies included within cash equivalents, which were $5.2 billion and $6.0 billion at
March 31, 2010 and December 31, 2009, respectively.

Derivative Financial Instruments

Derivatives. The Company is exposed to various risks relating to its ongoing business operations, including interest
rate risk, foreign currency risk, credit risk, and equity market risk. The Company uses a variety of strategies to manage
these risks, including the use of derivative instruments. See Note 4 of the Notes to the Interim Condensed
Consolidated Financial Statements for a comprehensive description of the nature of the Company s derivative
instruments, including the strategies for which derivatives are used in managing various risks.

See Note 4 of the Notes to the Interim Condensed Consolidated Financial Statements for information about the
notional amount, estimated fair value, and primary underlying risk exposure of Company s derivative financial
instruments, excluding embedded derivatives held at March 31, 2010 and December 31, 2009.

Hedging. See Note 4 of the Notes to the Interim Condensed Consolidated Financial Statements for information
about:

The notional amount and estimated fair value of derivatives and non-derivative instruments

designated as hedging instruments by type of hedge designation at March 31, 2010 and

December 31, 2009.

The notional amount and estimated fair value of derivatives that are not designated or do not qualify as hedging
instruments by derivative type at March 31, 2010 and December 31, 2009.

The statement of operations effects of derivatives in cash flow, fair value, or non-qualifying hedge
relationships for the three months ended March 31, 2010 and comparable 2009 period.

See Quantitative and Qualitative Disclosures About Market Risk Management of Market Risk Exposures
Hedging Activities for more information about the Company s use of derivatives by major hedge program.

Fair Value Hierarchy. Derivatives measured at estimated fair value on a recurring basis and their corresponding
fair value hierarchy, are presented as follows:

March 31, 2010
Derivative Derivative
Assets Liabilities
(In millions)
Quoted prices in active markets for identical assets and liabilities (Level 1) $ 30 1% $ 48 1%
Significant other observable inputs (Level 2) 5,293 93 3,891 96
Significant unobservable inputs (Level 3) 349 6 114 3
Total estimated fair value $5,672 100% $ 4,053 100%

The valuation of Level 3 derivatives involves the use of significant unobservable inputs and generally requires a
higher degree of management judgment or estimation than the valuations of Level 1 and Level 2 derivatives. Although
Level 3 inputs are based on assumptions deemed appropriate given the circumstances and are assumed to be consistent
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with what other market participants would use when pricing such instruments, the use of different inputs or
methodologies could have a material effect on the estimated fair value of Level 3 derivatives and could materially
affect net income.
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Derivatives categorized as Level 3 at March 31, 2010 include: interest rate forwards including interest rate lock
commitments with certain unobservable inputs, including pull-through rates; equity variance swaps with unobservable
volatility inputs or that are priced via independent broker quotations; foreign currency swaps which are cancelable and
priced through independent broker quotations; interest rate swaps with maturities which extend beyond the observable
portion of the yield curve; credit default swaps based upon baskets of credits having unobservable credit correlations,
as well as credit default swaps with maturities which extend beyond the observable portion of the credit curves and
credit default swaps priced through independent broker quotes; foreign currency forwards priced via independent
broker quotations or with liquidity adjustments; implied volatility swaps with unobservable volatility inputs; equity
options with unobservable volatility inputs; currency options based upon baskets of currencies having unobservable
currency correlations; and credit forwards having unobservable repurchase rates.

At March 31, 2010 and December 31, 2009, 4.8% and 5.5%, respectively, of the net derivative estimated fair value
was priced via independent broker quotations.

A rollforward of the fair value measurements for derivatives measured at estimated fair value on a recurring basis
using significant unobservable (Level 3) inputs for the three months ended March 31, 2010 is as follows:

Three Months
Ended
March 31,
2010
(In millions)

Balance, beginning of period $ 356
Total realized/unrealized gains (losses) included in:
Earnings (119)
Other comprehensive income (loss) 3
Purchases, sales, issuances and settlements 5
Transfer in and/or out of Level 3
Balance, end of period $ 235

See Management s Discussion and Analysis of Financial Condition and Results of Operations Summary of Critical
Accounting Estimates  Derivative Financial Instruments in the 2009 Annual Report for further information on the
estimates and assumptions that affect the amounts reported above.

Credit Risk. See Note 4 of the Notes to the Interim Condensed Consolidated Financial Statements for information
about how the Company manages credit risk related to its freestanding derivatives, including the use of master netting
agreements and collateral arrangements.

Credit Derivatives. See Note 4 of the Notes to the Interim Condensed Consolidated Financial Statements for
information about the estimated fair value and maximum amount at risk related to the Company s written credit default
swaps.

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

March 31, 2010
Net Embedded Derivatives
Within
Asset Host Liability Host
Contracts Contracts
(In millions)

Quoted prices in active markets for identical assets and liabilities (Level 1) $ % $ %
Significant other observable inputs (Level 2) 9 (D
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Significant unobservable inputs (Level 3) 56 100 1,050 101
Total estimated fair value $ 56 100% $ 1,041 100%
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A rollforward of the fair value measurements for net embedded derivatives measured at estimated fair value on a
recurring basis using significant unobservable (Level 3) inputs is as follows:

Three Months
Ended
March 31,
2010
(In millions)

Balance, beginning of period $ (1,455)
Total realized/unrealized gains (losses) included in:
Earnings 519
Other comprehensive income (loss) 10
Purchases, sales, issuances and settlements (68)
Transfer in and/or out of Level 3
Balance, end of period $ (994)

The valuation of the Company s guaranteed minimum benefits includes an adjustment for the Company s own
credit. For the three months ended March 31, 2010 and 2009, the Company recognized net investment gains
(losses) of ($86) million and 828 million, respectively, in connection with this adjustment.

See Management s Discussion and Analysis of Financial Condition and Results of Operations Summary of Critical
Accounting Estimates Embedded Derivatives included in the 2009 Annual Report for further information on the
estimates and assumptions that affect the amounts reported above.

Off-Balance Sheet Arrangements
Commitments to Fund Partnership Investments

The Company makes commitments to fund partnership investments in the normal course of business for the
purpose of enhancing the Company s total return on its investment portfolio. The amounts of these unfunded
commitments were $3.9 billion and $4.1 billion at March 31, 2010 and December 31, 2009, respectively. The
Company anticipates that these amounts will be invested in partnerships over the next five years. There are no other
obligations or liabilities arising from such arrangements that are reasonably likely to become material.

Mortgage Loan Commitments

The Company has issued interest rate lock commitments on certain residential mortgage loan applications totaling
$2.8 billion and $2.7 billion at March 31, 2010 and December 31, 2009, respectively. The Company intends to sell the
majority of these originated residential mortgage loans. Interest rate lock commitments to fund mortgage loans that
will be held-for-sale are considered derivatives pursuant to the guidance on derivatives and hedging, and their
estimated fair value and notional amounts are included within interest rate forwards.

The Company also commits to lend funds under certain other mortgage loan commitments that will be
held-for-investment. The amounts of these mortgage loan commitments were $2.6 billion and $2.2 billion at
March 31, 2010 and December 31, 2009, respectively.

The purpose of the Company s loan program is to enhance the Company s total return on its investment portfolio.
There are no other obligations or liabilities arising from such arrangements that are reasonably likely to become
material.

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

The Company commits to lend funds under bank credit facilities, bridge loans and private corporate bond
investments. The amounts of these unfunded commitments were $1.3 billion at both March 31, 2010 and
December 31, 2009. There are no other obligations or liabilities arising from such arrangements that are reasonably
likely to become material.
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Lease Commitments

The Company, as lessee, has entered into various lease and sublease agreements for office space, data processing
and other equipment. The Company s commitments under such lease agreements are included within the contractual
obligations table. See Management s Discussion and Analysis of Financial Condition and Results of Operations
Liquidity and Capital Resources The Company Liquidity and Capital Uses Contractual Obligations in the 2009
Annual Report.

Credit Facilities, Committed Facilities and Letters of Credit

The Company maintains committed and unsecured credit facilities and letters of credit with various financial
institutions. See  Liquidity and Capital Resources The Company Liquidity and Capital Sources Credit and
Committed Facilities, for further descriptions of such arrangements.

Guarantees

During the three months ended March 31, 2010, the Company did not record any additional liabilities for
indemnities, guarantees and commitments. The Company s recorded liabilities were $5 million at both March 31, 2010
and December 31, 2009, for indemnities, guarantees and commitments.

Collateral for Securities Lending

The Company has non-cash collateral for securities lending on deposit from customers, which cannot be sold or
repledged, and which has not been recorded on its consolidated balance sheets. The amount of this collateral was
$5 million and $6 million at March 31, 2010 and December 31, 2009, respectively.

Liquidity and Capital Resources

Overview

Beginning in September 2008, the global financial markets experienced unprecedented disruption, adversely
affecting the business environment in general, as well as financial services companies in particular. Conditions in the
financial markets have materially improved, but financial institutions may have to pay higher spreads over benchmark
U.S. Treasury securities than before the market disruption began. There is still some uncertainty as to whether the
stressed conditions that prevailed during the market disruption could recur, which could affect the Company s ability to
meet liquidity needs and obtain capital. The following discussion supplements the discussion in the 2009 Annual
Report under the caption Management s Discussion and Analysis of Financial Condition and Results of Operations
Liquidity and Capital Resources.

Liquidity Management. Based upon the strength of its franchise, diversification of its businesses and strong
financial fundamentals, we continue to believe that the Company has ample liquidity to meet business requirements
under current market conditions and unlikely but reasonably possible stress scenarios. The Company s short-term
liquidity position (cash, and cash equivalents and short-term investments, excluding cash collateral received under the
Company s securities lending program that has been reinvested in cash, cash equivalents, short-term investments and
publicly-traded securities and cash collateral received from counterparties in connection with derivative instruments)
was $11.3 billion and $11.7 billion at March 31, 2010 and December 31, 2009, respectively. We continuously monitor
and adjust our liquidity and capital plans for the Holding Company and its subsidiaries in light of changing needs and
opportunities.

Pending Acquisition. On March 7, 2010, the Holding Company entered into a stock purchase agreement (the Stock
Purchase Agreement ) with ALICO Holdings LLC (the Seller ) and American International Group, Inc., pursuant to
which the Holding Company agreed to acquire all of the issued and outstanding capital stock of American Life
Insurance Company ( Alico ) and Delaware American Life Insurance Company. The transaction is expected to close by
the end of 2010, subject to certain regulatory approvals and determinations, as well as other customary closing
conditions.

Pursuant to the Stock Purchase Agreement, the Holding Company will (i) pay $6.8 billion to the Seller in cash, and
(i1) issue to the Seller (a) 78,239,712 shares of its common stock, (b) 6,857,000 shares of Series B Contingent
Convertible Junior Participating Non-Cumulative Perpetual Preferred Stock of the Holding Company, which will be
convertible into approximately 68,570,000 shares of the Holding Company s common stock upon a favorable vote of
the Holding Company s stockholders and (c) $3.0 billion aggregate
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stated amount of equity units of the Holding Company (together, the Securities ), consisting of (x) forward purchase
contracts obligating the holder to purchase a variable number of shares of the Holding Company s common stock on
three specified future dates (to be determined at closing, approximately two, three and four years after closing, with an
aggregate purchase price of $1 billion payable on each of those dates) for a fixed amount per purchase contract, and
(y) an interest in shares of the Holding Company s preferred stock. At a future date, the interest in the preferred stock
forming part of the equity units will be mandatorily exchanged for an interest in debt securities of the Company,
which will be subject to remarketing and sold to investors. Holders of the equity units who elect to include their debt
securities in a remarketing can use the proceeds thereof to meet their obligations under the forward purchase contracts.
The aggregate amount of the Holding Company s common stock to be issued to the Seller in connection with the
transaction is expected to be 214.6 million to 231.5 million shares, consisting of 78.2 million shares to be issued at
closing, 68.6 million shares to be issued upon conversion of the Series B Contingent Convertible Junior Participating
Non-Cumulative Perpetual Preferred Stock (with the stockholder vote on such conversion to be held within one year
after the closing) and between 67.8 million and 84.7 million shares of common stock, in total, issuable upon
settlement of the purchase contracts forming part of the equity units (in three tranches approximately two, three and
four years after the closing). The ownership of the Securities is subject to an investor rights agreement, which grants
to the Seller certain rights and sets forth certain agreements with respect to the Seller s ownership, voting and transfer
of the Securities. The Seller has indicated that it intends to monetize the Securities over time, subject to market
conditions, following the lapse of agreed-upon minimum holding periods.

Concurrently with the entry into the Stock Purchase Agreement, the Holding Company signed a commitment letter
(amended and restated on March 16, 2010) with various financial institutions for a senior credit facility in an
aggregate principal amount of up to $5.0 billion. At the Holding Company s option, any loan under the senior credit
facility will bear interest at a rate equal to (i) LIBOR plus the Applicable Margin (the Applicable Margin is 2.00% for
the first 89 days after the closing date and, beginning on the 90th day after the closing date, is calculated using credit
default swap rates on the Company s senior unsecured obligations plus a margin that increases with the amount of time
that has passed since the closing), or (ii) the Base Rate (to be defined as the highest of (a) the Bank of America prime
rate, (b) the Federal Funds rate plus 0.50% and (c) one month LIBOR plus 1.00%) plus the Applicable Margin. In
addition, on the 90th, 180th and 270th day after the closing, the Company must pay a fee (increasing over time) equal
to a percentage of the amounts outstanding under the credit facility on those dates. During the continuance of any
default under the senior credit facility, the Applicable Margin on obligations owing thereunder shall increase by 2%
per annum (subject, in all cases other than an insolvency default or default in the payment of principal when due, to
the request of the Required Lenders (as defined therein). The senior credit facility will be used to finance any portion
of the cash component of the purchase price of the Alico transaction that is not financed with sales of the Company s
securities. Any borrowings under the senior credit facility must be repaid by the 364th day following the closing of the
Alico transaction. Conditions precedent to closing of the senior credit facility are typical for transactions of this type,
including (in addition to certain conditions precedent contained in the Stock Purchase Agreement): (i) no Material
Adverse Effect (as defined in the commitment letter) since December 31, 2009 relating to the Holding Company and
its subsidiaries, or November 30, 2009 relating to the Transferred Businesses (as defined in the commitment letter);
(i1) long-term indebtedness of the Holding Company must be at or above a specified level as of closing; (iii) without
consent of the lead arrangers, no change materially adverse to the lenders may be made in terms of the sources of
funding for the transaction; and (iv) no term in the Stock Purchase Agreement may be waived adversely to the lenders
without the consent of the lead arrangers.

The Company
Capital

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

While the Company raised new capital from its debt issuances during the difficult market conditions prevailing
since the second half of 2008, the increase in credit spreads experienced since then has resulted in an increase in the
cost of such new capital. As a result of reductions in interest rates, the Company s interest expense and dividends on
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floating rate securities have been lower; however, the increase in the Company s credit spreads since the second half of
2008 has caused the Company s credit facility fees to increase.

Rating Agencies. Rating agencies assign insurer financial strength ratings to the Company s domestic life insurance
subsidiaries and credit ratings to the Holding Company and certain of its subsidiaries. The level and composition of
regulatory capital at the subsidiary level and equity capital of the Company are among the many factors considered in
determining the Company s insurer financial strength and credit ratings. Each agency has its own capital adequacy
evaluation methodology, and assessments are generally
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based on a combination of factors. In addition to heightening the level of scrutiny that they apply to insurance
companies, rating agencies have increased and may continue to increase the frequency and scope of their credit
reviews, may request additional information from the companies that they rate and may adjust upward the capital and
other requirements employed in the rating agency models for maintenance of certain ratings levels.

A downgrade in the credit or insurer financial strength ratings of the Company or its subsidiaries would likely
impact the cost and availability of financing for the Company and its subsidiaries and result in additional collateral
requirements or other required payments under certain agreements, which are eligible to be satisfied in cash or by
posting securities held by the subsidiaries subject to the agreements.

Statutory Capital and Dividends. Our insurance subsidiaries have statutory surplus well above levels to meet
current regulatory requirements.

The amount of dividends that our insurance subsidiaries can pay to the Holding Company or other parent entities is
constrained by the amount of surplus we hold to maintain our ratings and provides an additional margin for risk
protection and investment in our businesses. We proactively take actions to maintain capital consistent with these
ratings objectives, which may include adjusting dividend amounts and deploying financial resources from internal or
external sources of capital. Certain of these activities may require regulatory approval.

Summary of Primary Sources and Uses of Liquidity and Capital. The Company s primary sources and uses of
liquidity and capital are described below, and summarized as follows:

Three Months
Ended
March 31,
2010 2009
(In millions)
Sources:
Net cash provided by operating activities $2,871 $
Net cash provided by changes in policyholder account balances 3,127
Net cash provided by changes in bank deposits 604
Net cash provided by changes in payables for collateral under securities loaned and
other transactions 1,786
Net cash provided by short-term debt issuances 3,219
Long-term debt issued 163 469
Collateral financing arrangements issued 50
Common stock issued to settle stock forward contracts 1,035
Total sources 7,947 5,377
Uses:
Net cash used in operating activities 985
Net cash used in investing activities 7,598 1,618
Net cash used for changes in policyholder account balances 673
Net cash used for changes in bank deposits 218
Net cash used for changes in payables for collateral under securities loaned and other
transactions 6,718
Net cash used for short-term debt repayments 594
Long-term debt repaid 322 112
Dividends on preferred stock 30 30
Net cash used in other, net 67 12
Cash used in the effect of change in foreign currency exchange rates 28 44
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Net decrease in cash and cash equivalents $ 910 $ 43815

Liquidity and Capital Sources
Cash Flows from Operations. The Company s principal cash inflows from its insurance activities come from
insurance premiums, annuity considerations and deposit funds. A primary liquidity concern with respect to these cash
inflows is the risk of early contractholder and policyholder withdrawal.
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Cash Flows from Investments. The Company s principal cash inflows from its investment activities come from
repayments of principal, proceeds from maturities, sales of invested assets and net investment income. The primary
liquidity concerns with respect to these cash inflows are the risk of default by debtors and market volatility. The
Company closely monitors and manages these risks through its credit risk management process.

Liquid Assets. An integral part of the Company s liquidity management is the amount of liquid assets it holds.
Liquid assets include cash, cash equivalents, short-term investments and publicly-traded securities, excluding: (i) cash
collateral received under the Company s securities lending program that has been reinvested in cash, cash equivalents,
short-term investments and publicly-traded securities; (ii) cash collateral received from counterparties in connection
with derivative instruments; (iii) cash, cash equivalents, short-term investments and securities on deposit with
regulatory agencies; and (iv) securities held in trust in support of collateral financing arrangements and pledged in
support of debt and funding agreements. At March 31, 2010 and December 31, 2009, the Company had $166.8 billion
and $158.4 billion in liquid assets, respectively. For further discussion of invested assets on deposit with regulatory
agencies, held in trust in support of collateral financing arrangements and pledged in support of debt and funding
agreements, see  Investments Invested Assets on Deposit, Held in Trust and Pledged as Collateral.

Global Funding Sources. Liquidity is also provided by a variety of short-term instruments, including repurchase
agreements and commercial paper. Capital is provided by a variety of instruments, including medium- and long-term
debt, junior subordinated debt securities, capital securities and equity securities. The diversity of the Company s
funding sources, including funding that may be available through certain economic stabilization programs established
by various government institutions, enhances funding flexibility, limits dependence on any one source of funds and
generally lowers the cost of funds. The Company s global funding sources are set forth below:

The Holding Company and MetLife Funding, Inc. ( MetLife Funding ) each have commercial paper programs
supported by our $2.85 billion general corporate credit facility. MetLife Funding, a subsidiary of MLIC, serves
as a centralized finance unit for the Company. Pursuant to a support agreement, MLIC has agreed to cause
MetLife Funding to have a tangible net worth of at least one dollar. At both March 31, 2010 and December 31,
2009, MetLife Funding had a tangible net worth of $12 million. MetLife Funding raises cash from various
funding sources and uses the proceeds to extend loans, through MetLife Credit Corp., another subsidiary of
MLIC, to the Holding Company, MLIC and other affiliates in order to enhance the financial flexibility and
liquidity of these companies. At March 31, 2010 and December 31, 2009, MetLife Funding had total
outstanding liabilities for its commercial paper program, including accrued interest payable, of $317 million
and $319 million, respectively.

The Federal Reserve Bank of New York s Commercial Paper Funding Facility ( CPFF ) was initiated in 2008 to

improve liquidity in short-term funding markets by increasing the availability of term commercial paper
funding to issuers and by providing greater assurance to both issuers and investors that firms will be able to
rollover their maturing commercial paper. MetLife Short Term Funding LLC, the issuer of commercial paper
under a program supported by funding agreements issued by MLIC and MetLife Insurance Company of
Connecticut ( MICC ), and MetLife Funding were both accepted for the CPFF in 2008. Neither MetLife Short
Term Funding nor MetLife Funding had drawn funds under this program in 2009 or 2010. The CPFF expired
on February 1, 2010.
MetLife Bank is a depository institution that is approved to use the Federal Reserve Bank of New York
Discount Window borrowing privileges and participate in the Federal Reserve Bank of New York Term
Auction Facility. To utilize these facilities, MetLife Bank has pledged qualifying loans and investment
securities to the Federal Reserve Bank of New York as collateral. At both March 31, 2010 and December 31,
2009, MetLife Bank had no liability for advances from the Federal Reserve Bank of New York under these
facilities.
As a member of the FHLB of NY, MetLife Bank has entered into repurchase agreements with the FHLB of NY
on both short- and long-term bases, with a total liability for repurchase agreements with the FHLB of NY of
$1.9 billion and $2.4 billion at March 31, 2010 and December 31, 2009, respectively.
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The Holding Company and MetLife Bank elected to participate in the debt guarantee component of the FDIC s
Temporary Liquidity Guarantee Program (the FDIC Program ). On March 26, 2009, the Holding Company
issued $397 million of floating-rate senior notes due June 2012 under the FDIC Program, representing all of
the Holding Company s capacity under the FDIC Program. MetLife Bank let its capacity to issue up to
$178 million of guaranteed debt under the FDIC Program expire unused when the program ended on
October 31, 2009.
In addition, the Company had obligations under funding agreements with the FHLB of NY of $13.6 billion and
$13.7 billion at March 31, 2010 and December 31, 2009, respectively, for MLIC and with the FHLB of Boston
of $125 million and $326 million at March 31, 2010 and December 31, 2009, respectively, for MICC. See Note
8 of the Notes to the Consolidated Financial Statements included in the 2009 Annual Report.

Outstanding Debt. The following table summarizes the outstanding debt of the Company at:

March
31, December 31,
2010 2009
(In millions)
Short-term debt $ 318 $ 912
Long-term debt (1) $13,071 $ 13,220
Collateral financing arrangements $ 5,297 $ 5,297
Junior subordinated debt securities $ 3,191 $ 3,191

(1) Excludes $7,106 million and $0 at March 31, 2010 and December 31, 2009, respectively, of long-term debt
relating to consolidated securitization entities. See Note 3 of the Notes to the Interim Condensed Consolidated
Financial Statements.

Credit and Committed Facilities. The Company maintains unsecured credit facilities and committed facilities,
which aggregated $3.2 billion and $12.8 billion, respectively, at March 31, 2010. When drawn upon, these facilities
bear interest at varying rates in accordance with the respective agreements.

Information on the unsecured credit facilities used for general corporate purposes is as follows at March 31, 2010:

Letter
of
Credit Unused
Borrower(s) Expiration Capacity Issuances Drawdowns  Commitments
(In millions)
June
MetLife, Inc. and MetLife Funding, 2012
Inc. @) $ 2,850 $ 132 $ $ 2,718
August
MetLife Bank, N.A 2010 300 300
Total $ 3,150 $ 132 $ $ 3,018

(1) Proceeds are available to be used for general corporate purposes, to support the borrowers commercial paper
programs and for the issuance of letters of credit. All borrowings under the credit agreement must be repaid by
June 2012, except that letters of credit outstanding upon termination may remain outstanding until June 2013.

Information on the committed facilities used for collateral for certain of the Company s affiliated reinsurance

liabilities is as follows at March 31, 2010:
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Account Party/Borrower(s)

MetLife, Inc.

MetLife, Inc.

Exeter Reassurance Company
Ltd., MetLife, Inc., & Missouri
Reinsurance (Barbados), Inc.

Exeter Reassurance Company
Ltd.

MetLife Reinsurance Company
of South Carolina & MetLife,
Inc.

MetLife Reinsurance Company
of Vermont & MetLife, Inc.

MetLife Reinsurance Company
of Vermont & MetLife, Inc.

Total

Expiration Capacity

August

2010 $

December
2010

June

2016

(D
December
2027

2

June

2037
December
2037

()
September
2038

2)

300

1,500

500

650

3,500

2,896

3,500

$ 12,846

Letter
of
Credit
Issuances

$ 300

494

490

490

1,513

1,773

$ 5,060

Drawdowns

(In millions)

$

$

2,797

2,797

Commitments

$

Unused

1,006

10

160

703

1,383

1,727

4,989

Maturity
(Years)

17

27

27

28

(1) Letters of credit and replacements or renewals thereof issued under this facility of $280 million, $10 million and

$200 million are set to expire no later than December 2015, March 2016 and June 2016, respectively.

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

Table of Contents

75



Edgar Filing: UNITED BANCSHARES INC/OH - Form 10-Q

Table of Contents

Concurrently with the entry into the Stock Purchase Agreement, the Holding Company signed a commitment letter
(amended and restated on March 16, 2010) with various financial institutions for a senior credit facility in an
aggregate principal amount of up to $5.0 billion. The senior credit facility will be used to finance any portion of the
cash component of the purchase price of the Alico transaction that is not financed with sales of the Company s
securities. See  Liquidity and Capital Resources Overview.

We have no reason to believe that our lending counterparties will be unable to fulfill their respective contractual
obligations under these facilities. As commitments associated with letters of credit and financing arrangements may
expire unused, these amounts do not necessarily reflect the Company s actual future cash funding requirements.

Covenants. Certain of the Company s debt instruments, credit facilities and committed facilities contain various
administrative, reporting, legal and financial covenants. The Company believes it was in compliance with all
covenants at March 31, 2010 and December 31, 2009.

Common Stock. During the three months ended March 31, 2010, 332,121 shares of common stock were issued
from treasury stock for $18 million. During the three months ended March 31, 2010, 227,078 shares were newly
issued for proceeds of $7 million.

Liquidity and Capital Uses

Debt Repayments. During the three months ended March 31, 2010 and 2009, MetLife Bank made repayments of
$114 million and $100 million, respectively, to the FHLB of NY related to long-term borrowings. During the three
months ended March 31, 2010 and 2009, MetLife Bank made repayments to the FHLB of NY related to short-term
borrowings of $1.0 billion and $6.1 billion, respectively. During the three months ended March 31, 2009, MetLife
Bank made repayments related to short-term borrowings to the Federal Reserve Bank of New York of $2.6 billion. No
repayments were made to the Federal Reserve Bank of New York for the three months ended March 31, 2010.

Insurance Liabilities. The Company s principal cash outflows primarily relate to the liabilities associated with its
various life insurance, property and casualty, annuity and group pension products, operating expenses and income tax,
as well as principal and interest on its outstanding debt obligations. Liabilities arising from its insurance activities
primarily relate to benefit payments under the aforementioned products, as well as payments for policy surrenders,
withdrawals and loans. For annuity or deposit type products, surrender or lapse product behavior differs somewhat by
segment. In the Retirement Products segment, which includes individual annuities, lapses and surrenders tend to occur
in the normal course of business. During the three months ended March 31, 2010 and 2009, general account
surrenders and withdrawals from annuity products were $847 million and $1,413 million, respectively. In the
Corporate Benefit Funding segment, which includes pension closeouts, bank owned life insurance, other fixed annuity
contracts, as well as funding agreements and other capital market products (including funding agreements with the
FHLB of NY and the FHLB of Boston), most of the products offered have fixed maturities or fairly predictable
surrenders or withdrawals. With regard to Corporate Benefit Funding liabilities that provide customers with limited
liquidity rights, at March 31, 2010 there were $1,606 million of funding agreements and other capital market products
that could be put back to the Company after a period of notice. Of these liabilities, $1,565 million were subject to
notice periods between 15 and 90 days. The remainder of the balance was subject to a notice period of 6 months. An
additional $460 million of Corporate Benefit Funding liabilities were subject to credit ratings downgrade triggers that
permit early termination subject to a notice period of 90 days.

Dividends. Common stock dividend decisions are determined by the Holding Company s Board of Directors after
taking into consideration factors such as the Company s current earnings, expected medium- and long-term earnings,
financial condition, regulatory capital position, and applicable governmental regulations and policies. The payment of
dividends and other distributions to the Holding Company by its insurance subsidiaries is regulated by insurance laws

and regulations.
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Information on the declaration, record and payment dates, as well as per share and aggregate dividend amounts, for
the Holding Company s Floating Rate Non-Cumulative Preferred Stock, Series A and 6.500% Non-Cumulative
Preferred Stock, Series B is as follows for the three months ended March 31, 2010:

Dividend
Series Series
Series A A Series B B
Declaration Date Record Date Payment Date Per Share Aggregate Per Share Aggregate
(In millions, except per share data)
March 5, 2010 February 28,2010 March 15,2010  $0.2500000 $6 $0.4062500 $24

Residential Mortgage Loans Held-for-Sale. At March 31, 2010, the Company held $2,003 million in residential
mortgage loans held-for-sale, compared with $2,728 million at December 31, 2009, a decrease of $725 million. From
time to time, MetLife Bank has an increased cash need to fund mortgage loans that it generally holds for a relatively
short period before selling them to one of the government-sponsored enterprises such as FNMA or FHLMC. To meet
these increased funding requirements, as well as to increase overall liquidity, MetLife Bank takes advantage of
collateralized borrowing opportunities with the Federal Reserve Bank of New York and the FHLB of NY. For further
detail on MetLife Bank s use of these funding sources, see =~ The Company Liquidity and Capital Sources Global
Funding Sources.

Investment and Other. Additional cash outflows include those related to obligations of securities lending activities,
investments in real estate, limited partnerships and joint ventures, as well as litigation-related liabilities. Also, the
Company pledges collateral to, and has collateral pledged to it by, counterparties under the Company s current
derivative transactions. With respect to derivative transactions with credit ratings downgrade triggers, a two-notch
downgrade would have increased the Company s derivative collateral requirements by $157 million at March 31, 2010.
In addition, the Company has pledged collateral and has had collateral pledged to it, and may be required from time to
time to pledge additional collateral or be entitled to have additional collateral pledged to it, in connection with
collateral financing arrangements related to the reinsurance of closed block liabilities and universal life secondary
guarantee liabilities.

Securities Lending. The Company participates in a securities lending program whereby blocks of securities, which
are included in fixed maturity securities and short-term investments, are loaned to third parties, primarily brokerage
firms and commercial banks, and the Company receives cash collateral from the borrower, which must be returned to
the borrower when the loaned securities are returned to the Company. Under the Company s securities lending
program, the Company was liable for cash collateral under its control of $23.3 billion and $21.5 billion at March 31,
2010 and December 31, 2009, respectively. Of these amounts, $3.9 billion and $3.3 billion at March 31, 2010 and
December 31, 2009, respectively, were on open terms, meaning that the related loaned security could be returned to
the Company on the next business day upon return of cash collateral. Of the $3.8 billion of estimated fair value of the
securities related to the cash collateral on open terms at March 31, 2010, $3.6 billion were U.S. Treasury, agency and
government guaranteed securities which, if put to the Company, can be immediately sold to satisfy the cash
requirements. See  Investments Securities Lending for further information.

Contractual Obligations. See Management s Discussion and Analysis of Financial Condition and Results of
Operations  Liquidity and Capital Resources The Company Liquidity and Capital Uses Contractual Obligations in
the 2009 Annual Report for additional information on the Company s contractual obligations.

On March 7, 2010, the Holding Company entered into the Stock Purchase Agreement, pursuant to which the
Holding Company agreed to acquire all of the issued and outstanding capital stock of Alico and Delaware American
Life Insurance Company. See  Liquidity and Capital Resources Overview.

Support Agreements. The Holding Company and several of its subsidiaries (each, an Obligor ) are parties to various
capital support commitments, guarantees and contingent reinsurance agreements with certain subsidiaries of the
Holding Company and a corporation in which the Holding Company owns 50% of the equity. Under these
arrangements, each Obligor, with respect to the applicable entity, has agreed to cause such entity to meet specified
capital and surplus levels, has guaranteed certain contractual obligations or has agreed to provide, upon the occurrence
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of certain contingencies, reinsurance for such entity s insurance liabilities. We anticipate that in the event that these
arrangements place demands upon the Company, there will be sufficient liquidity and capital to enable the Company

to meet anticipated demands. See  Liquidity and Capital Resources The Holding Company Liquidity and Capital
Uses Support Agreements .

Litigation. Putative or certified class action litigation and other litigation, and claims and assessments against the
Company, in addition to those discussed elsewhere herein and those otherwise provided for in the Company s
consolidated financial statements, have arisen in the course of the Company s business, including, but not limited to, in
connection with its activities as an insurer, employer, investor, investment advisor and taxpayer. Further, state
insurance regulatory authorities and other federal and state authorities regularly make inquiries and conduct
investigations concerning the Company s compliance with applicable insurance and other laws and regulations.
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It is not possible to predict or determine the ultimate outcome of all pending investigations and legal proceedings
or provide reasonable ranges of potential losses except as noted elsewhere herein in connection with specific matters.
In some of the matters referred to herein, very large and/or indeterminate amounts, including punitive and treble
damages, are sought. Although in light of these considerations, it is possible that an adverse outcome in certain cases
could have a material adverse effect upon the Company s financial position, based on information currently known by
the Company s management, in its opinion, the outcome of such pending investigations and legal proceedings are not
likely to have such an effect. However, given the large and/or indeterminate amounts sought in certain of these
matters and the inherent unpredictability of litigation, it is possible that an adverse outcome in certain matters could,
from time to time, have a material adverse effect on the Company s consolidated net income or cash flows in particular
quarterly or annual periods.

The Holding Company
Capital

Restrictions and Limitations on Bank Holding Companies and Financial Holding Companies. The Holding
Company and its insured depository institution subsidiary, MetLife Bank, are subject to risk-based and leverage
capital guidelines issued by the federal banking regulatory agencies for banks and financial holding companies. The
federal banking regulatory agencies are required by law to take specific prompt corrective actions with respect to
institutions that do not meet minimum capital standards. At their most recently filed reports with the federal banking
regulatory agencies, the Holding Company and MetLife Bank met the minimum capital standards as per federal
banking regulatory agencies with all of MetLife Bank s risk-based and leverage capital ratios meeting the federal
banking regulatory agencies well capitalized standards and all of the Holding Company s risk-based and leverage
capital ratios meeting the adequately capitalized standards.

Liquidity and Capital Sources

Dividends from Subsidiaries. The Holding Company relies in part on dividends from its subsidiaries to meet its
cash requirements. The Holding Company s insurance subsidiaries are subject to regulatory restrictions on the payment
of dividends imposed by the regulators of their respective domiciles. The dividend limitation for U.S. insurance
subsidiaries is generally based on the surplus to policyholders at the end of the immediately preceding calendar year
and statutory net gain from operations for the immediately preceding calendar year. Statutory accounting practices, as
prescribed by insurance regulators of various states in which the Company conducts business, differ in certain respects
from accounting principles used in financial statements prepared in conformity with GAAP. The significant
differences relate to the treatment of DAC, certain deferred income tax, required investment liabilities, statutory
reserve calculation assumptions, goodwill and surplus notes. Management of the Holding Company cannot provide
assurances that the Holding Company s insurance subsidiaries will have statutory earnings to support payment of
dividends to the Holding Company in an amount sufficient to fund its cash requirements and pay cash dividends and
that the applicable insurance departments will not disapprove any dividends that such insurance subsidiaries must
submit for approval.

The table below sets forth the dividends permitted to be paid by the respective insurance subsidiary without
insurance regulatory approval:

2010
Permitted
w/o
Company Approval (1)
(In millions)
Metropolitan Life Insurance Company 1,262
MetLife Insurance Company of Connecticut 659

Metropolitan Tower Life Insurance Company 93

Metropolitan Property and Casualty Insurance Company

©HB LH AL

(1)
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Reflects dividend amounts that may be paid during 2010 without prior regulatory approval. However, because
dividend tests may be based on dividends previously paid over rolling 12-month periods, if paid before a
specified date during 2010, some or all of such dividends may require regulatory approval. None of these
available amounts have been paid as of March 31, 2010.

Liquid Assets. An integral part of the Holding Company s liquidity management is the amount of liquid assets it
holds. Liquid assets include cash, cash equivalents, short-term investments and publicly-traded securities. Liquid
assets exclude cash collateral received under the Company s securities lending program that has been reinvested in
cash, cash equivalents, short-term investments
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and publicly-traded securities. At March 31, 2010 and December 31, 2009, the Holding Company had $3.9 billion and
$3.8 billion in liquid assets, respectively. In addition, the Holding Company has pledged collateral and has had
collateral pledged to it, and may be required from time to time to pledge additional collateral or be entitled to have
additional collateral pledged to it. At March 31, 2010 and December 31, 2009, the Holding Company had pledged
$357 million and $289 million, respectively, of liquid assets under collateral support agreements.

Global Funding Sources. Liquidity is also provided by a variety of short-term instruments, including commercial
paper. Capital is provided by a variety of instruments, including medium- and long-term debt, junior subordinated
debt securities, collateral financing arrangements, capital securities and stockholders equity. The diversity of the
Holding Company s funding sources enhances funding flexibility, limits dependence on any one source of funds and
generally lowers the cost of funds. Other sources of the Holding Company s liquidity include programs for short-and
long-term borrowing, as needed.

The Holding Company has an effective shelf registration statement. Subject to applicable regulatory restrictions or
approvals, the Holding Company may issue an unlimited amount of debt and equity securities pursuant to this
registration statement. The terms of any offering will be established at the time of the offering.

We continuously monitor and adjust our liquidity and capital plans for the Holding Company and its subsidiaries in
light of changing requirements and market conditions.

Outstanding Debt. The following table summarizes the outstanding debt of the Holding Company at:

March
31, December 31,
2010 2009
(In millions)
Long-term debt  unaffiliated $10,386 $ 10,458
Long-term debt  affiliated $ 500 $ 500
Collateral financing arrangements $ 2,797 $ 2,797
Junior subordinated debt securities $ 1,748 $ 1,748

Credit and Committed Facilities. The Holding Company, along with MetLife Funding, maintains a $2.85 billion
unsecured credit facility, as amended in 2008, the proceeds of which are available to be used for general corporate
purposes. At March 31, 2010, the Holding Company had outstanding $132 million in letters of credit and no
drawdowns against this facility. Remaining unused commitments were $2.7 billion at March 31, 2010.

The Holding Company maintains committed facilities with a capacity of $1.8 billion. At March 31, 2010, the
Holding Company had outstanding $794 million in letters of credit and no drawdowns against these facilities.
Remaining unused commitments were $1.0 billion at March 31, 2010. In addition, the Holding Company is a party to
committed facilities of certain of its subsidiaries, which aggregated $11.0 billion at March 31, 2010. The committed
facilities are used as collateral for certain of the Company s affiliated reinsurance liabilities.

See  The Company Liquidity and Capital Sources Credit and Committed Facilities for further detail on these
facilities.

Concurrently with the entry into the Stock Purchase Agreement, the Holding Company signed a commitment letter
(amended and restated on March 16, 2010) with various financial institutions for a senior credit facility in an
aggregate principal amount of up to $5.0 billion. The senior credit facility will be used to finance any portion of the
cash component of the purchase price of the Alico transaction that is not financed with sales of the Company s
securities. See  Liquidity and Capital Resources Overview.

Covenants. Certain of the Holding Company s debt instruments, credit facilities and committed facilities contain
various administrative, reporting, legal and financial covenants. The Holding Company believes it was in compliance
with all covenants at March 31, 2010 and December 31, 2009.

Liquidity and Capital Uses

The primary uses of liquidity of the Holding Company include debt service, cash dividends on common and
preferred stock, capital contributions to subsidiaries, payment of general operating expenses and acquisitions. Based
on our analysis and comparison of our current and future cash inflows from the dividends we receive from
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subsidiaries that are permitted to be paid without prior insurance regulatory approval, our asset portfolio and other
cash flows and anticipated access to the capital markets, we believe there will be sufficient liquidity and capital to
enable the Holding Company to make payments on debt, make cash dividend payments on its common and preferred
stock, contribute capital to its subsidiaries, pay all operating expenses and meet its cash needs.
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Affiliated Capital Transactions. During the three months ended March 31, 2010 and 2009, the Holding Company
invested an aggregate of $20 million and $585 million, respectively, in various subsidiaries.

The Holding Company lends funds, as necessary, to its subsidiaries, some of which are regulated, to meet their
capital requirements. Such loans are included in loans to subsidiaries and consisted of the following at:

Interest Maturity March 31, December 31,
Subsidiaries Rate Date 2010 2009
(In millions)
6-month
LIBOR December 31,
Metropolitan Life Insurance Company +1.80% 2011 $ 775 $ 775
6-month
LIBOR December 31,
Metropolitan Life Insurance Company +1.80% 2011 300 300
December 15,
Metropolitan Life Insurance Company 7.13% 2032 400 400
January 15,
Metropolitan Life Insurance Company 7.13% 2033 100 100
Total $ 1,575 $ 1,575

Debt Repayments. None of the Holding Company s debt is due before December 2011, so there is no near-term debt
refinancing risk.

Support Agreements. The Holding Company has guaranteed the obligations of its subsidiary, Missouri Reinsurance
(Barbados) Inc. ( MoRe ), under a retrocession agreement with RGA Reinsurance (Barbados) Inc., pursuant to which
MoRe retrocedes certain group term life insurance issued by MLIC. For further information on support agreements
entered into by the Holding Company, see =~ The Company Liquidity and Capital Uses Support Agreements and

Management s Discussion and Analysis of Financial Condition and Results of Operations Liquidity and Capital
Resources The Holding Company Liquidity and Capital Uses Support Agreements in the 2009 Annual Report.
Adoption of New Accounting Pronouncements

See Adoption of New Accounting Pronouncements in Note 1 of the Notes to the Interim Condensed Consolidated
Financial Statements.

Future Adoption of New Accounting Pronouncements

See Future Adoption of New Accounting Pronouncements in Note 1 of the Notes to the Interim Condensed
Consolidated Financial Statements.

Subsequent Events

On April 19, 2010, the Company entered into a definitive agreement with a third party to sell MetLife Taiwan
Insurance Company Limited ( MetLife Taiwan ) for approximately $113 million in cash consideration. The total equity
of MetLife Taiwan was $218 million, including accumulated other comprehensive income of $54 million, at
March 31, 2010. The transaction is expected to close in the second half of 2010, subject to certain regulatory
approvals and other customary closing conditions.
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PartII Other Information

Item 6. Exhibits
Exhibit
No. Description
31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
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Signatures

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to
be signed on its behalf by the undersigned thereunto duly authorized.

Date: November 22, 2010

METLIFE, INC.

By /s/ Peter M. Carlson
Name: Peter M. Carlson
Title: Executive Vice President, Finance
Operations and Chief Accounting
Officer
(Authorized Signatory and Principal
Accounting Officer)
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Exhibit Index
Exhibit
No. Description
31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
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