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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements.

Review by Independent Registered Public Accounting Firm

The September 30, 2018, and 2017, consolidated financial statements included in this filing have been
reviewed by KPMG LLP, an independent registered public accounting firm, in accordance with established
professional standards and procedures for such a review.

The report of KPMG LLP commenting upon its review is included on the following page.

1
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Report of Independent Registered Public Accounting Firm

To the Shareholders and Board of Directors
Aflac Incorporated:

Results of Review of Interim Financial Information
We have reviewed the consolidated balance sheet of Aflac Incorporated and subsidiaries (the Company) as
of September 30, 2018, the related consolidated statements of earnings, and comprehensive income (loss)
for the three-month and nine-month periods ended September 30, 2018 and 2017, the related consolidated
statements of shareholders' equity, and cash flows for the nine-month periods ended September 30, 2018
and 2017, and the related notes (collectively, the consolidated interim financial information). Based on our
reviews, we are not aware of any material modifications that should be made to the consolidated interim
financial information for it to be in conformity with U.S. generally accepted accounting principles.

We have previously audited, in accordance with the standards of the Public Company Accounting
Oversight Board (United States) (PCAOB), the consolidated balance sheet of the Company as of
December 31, 2017, and the related consolidated statements of earnings, comprehensive income (loss),
shareholders’ equity, and cash flows for the year then ended (not presented herein); and in our report dated
February 22, 2018, we expressed an unqualified opinion on those consolidated financial statements. In our
opinion, the information set forth in the accompanying consolidated balance sheet as of December 31,
2017, is fairly stated, in all material respects, in relation to the consolidated balance sheet from which it has
been derived.

Basis for Review Results
This consolidated interim financial information is the responsibility of the Company’s management. We are a
public accounting firm registered with the PCAOB and are required to be independent with respect to the
Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of
the Securities and Exchange Commission and the PCAOB.

We conducted our reviews in accordance with the standards of the PCAOB. A review of consolidated
interim financial information consists principally of applying analytical procedures and making inquiries of
persons responsible for financial and accounting matters. It is substantially less in scope than an audit
conducted in accordance with the standards of the PCAOB, the objective of which is the expression of an
opinion regarding the financial statements taken as a whole. Accordingly, we do not express such an
opinion.

/s/ KPMG LLP

Atlanta, Georgia
November 1, 2018
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Aflac Incorporated and Subsidiaries
Consolidated Statements of Earnings

Three Months
Ended
September 30,

Nine Months Ended
September 30,

(In millions, except for share and per-share amounts - Unaudited) 2018 2017 2018 2017
Revenues:
Net premiums, principally supplemental health insurance $4,636 $4,648 $14,086 $13,951
Net investment income 870 811 2,569 2,408
Realized investment gains (losses):
Other-than-temporary impairment losses realized (5 ) (8 ) (17 ) (27 )
Other gains (losses) (1) 61 38 (59 ) (139 )
Total realized investment gains (losses) 56 30 (76 ) (166 )
Other income (loss) 15 17 53 50
Total revenues 5,577 5,506 16,632 16,243
Benefits and expenses:
Benefits and claims, net 3,002 3,083 9,075 9,174
Acquisition and operating expenses:
Amortization of deferred policy acquisition costs 315 271 932 848
Insurance commissions 331 332 1,007 996
Insurance and other expenses 730 686 2,193 2,025
Interest expense 53 59 164 181
Total acquisition and operating expenses 1,429 1,348 4,296 4,050
Total benefits and expenses 4,431 4,431 13,371 13,224
Earnings before income taxes 1,146 1,075 3,261 3,019
Income taxes 301 359 866 998
Net earnings $845 $716 $2,395 $2,021
Net earnings per share:
Basic $1.10 $.91 $3.10 $2.54
Diluted 1.09 .90 3.08 2.52
Weighted-average outstanding common shares used in
computing earnings per share (In thousands):
Basic 767,049 788,958 772,807 794,645
Diluted 772,070 794,762 777,867 800,483
Cash dividends per share $.26 $.22 $.78 $.65

(1) See Note 1 of the Notes to the Consolidated Financial Statements for the adoption of accounting guidance on January 1, 2018
related to financial instruments.
See the accompanying Notes to the Consolidated Financial Statements.
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Aflac Incorporated and Subsidiaries
Consolidated Statements of Comprehensive Income (Loss)

Three Months
Ended
September 30,

Nine Months
Ended
September 30,

(In millions - Unaudited) 2018 2017 2018 2017
Net earnings $845 $716 $2,395 $2,021
Other comprehensive income (loss) before income taxes:
Unrealized foreign currency translation gains (losses) during
period (383 ) (58 ) (51 ) 325

Unrealized gains (losses) on fixed maturity securities: (1)
Unrealized holding gains (losses) on fixed maturity securities
during period (866 ) 457 (3,099 ) 1,006

Reclassification adjustment for realized (gains) losses on
fixed maturity securities included in net earnings (37 ) (50 ) (11 ) (33 )

Unrealized gains (losses) on derivatives during period (2 ) (1 ) 2 0
Pension liability adjustment during period 1 1 1 (1 )
Total other comprehensive income (loss) before income taxes (1,287) 349 (3,158 ) 1,297
Income tax expense (benefit) related to items of other comprehensive
income (loss) (344 ) 219 (813 ) 396

Other comprehensive income (loss), net of income taxes (943 ) 130 (2,345 ) 901
Total comprehensive income (loss) $ (98 ) $846 $50 $2,922
(1) See Note 1 of the Notes to the Consolidated Financial Statements for the adoption of accounting guidance on January 1, 2018
related to financial instruments.
See the accompanying Notes to the Consolidated Financial Statements.
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Aflac Incorporated and Subsidiaries
Consolidated Balance Sheets

(In millions)
September
30, 2018
(Unaudited)

December 31,
2017

Assets:
Investments and cash:
Securities available for sale, at fair value:
Fixed maturity securities (amortized cost $72,207 in 2018 and
$70,594 in 2017) (1) $ 77,443 $ 78,804

Fixed maturity securities - consolidated variable interest entities (amortized
cost $4,045 in 2018 and $4,538 in 2017) (1) 4,853 5,509

Securities held to maturity, at amortized cost:
Fixed maturity securities (fair value $36,250 in 2018 and $38,072 in 2017) 30,421 31,430
Equity securities, at fair value:
Equity securities (1) 880 270
Equity securities - consolidated variable interest entities 179 753
Other investments (2) 7,009 3,402
Cash and cash equivalents 3,429 3,491
Total investments and cash 124,214 123,659
Receivables 784 827
Accrued investment income 735 769
Deferred policy acquisition costs 9,622 9,505
Property and equipment, at cost less accumulated depreciation 435 434
Other (3) 2,151 2,023
Total assets $ 137,941 $ 137,217
(1) Includes perpetual securities, see Notes 1 and 3 of the Notes to the Consolidated Financial Statements
(2) Includes $5,388 in 2018 and $2,341 in 2017 of loan receivables and limited partnerships from consolidated variable interest
entities
(3) Includes $190 in 2018 and $151 in 2017 of derivatives from consolidated variable interest entities
See the accompanying Notes to the Consolidated Financial Statements.

(continued)
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Aflac Incorporated and Subsidiaries
Consolidated Balance Sheets (continued)

(In millions, except for share and per-share amounts)
September
30, 2018
(Unaudited)

December 31,
2017

Liabilities and shareholders’ equity:
Liabilities:
Policy liabilities:
Future policy benefits $83,856 $ 81,857
Unpaid policy claims 4,530 4,392
Unearned premiums 5,224 5,959
Other policyholders’ funds 6,974 6,939
Total policy liabilities 100,584 99,147
Income taxes 3,887 4,745
Payables for return of cash collateral on loaned securities 1,970 606
Notes payable 5,279 5,289
Other (4) 2,987 2,832
Total liabilities 114,707 112,619
Commitments and contingent liabilities (Note 13)
Shareholders’ equity:
Common stock of $.10 par value. In thousands: authorized 1,900,000
shares in 2018 and 2017; issued 1,347,376 shares in 2018 and 1,345,762
shares in 2017

135 135

Additional paid-in capital 2,151 2,052
Retained earnings 31,461 29,895
Accumulated other comprehensive income (loss):
Unrealized foreign currency translation gains (losses) (2,113 ) (1,750 )
Unrealized gains (losses) on fixed maturity securities (5) 4,240 5,964
Unrealized gains (losses) on derivatives (24 ) (23 )
Pension liability adjustment (194 ) (163 )
Treasury stock, at average cost (12,422 ) (11,512 )
Total shareholders’ equity 23,234 24,598
Total liabilities and shareholders’ equity $137,941 $ 137,217
(4) Includes $101 in 2018 and $128 in 2017 of derivatives from consolidated variable interest entities
(5) See Note 1 of the Notes to the Consolidated Financial Statements for the adoption of accounting guidance on January 1, 2018
related to financial instruments.
See the accompanying Notes to the Consolidated Financial Statements.
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Aflac Incorporated and Subsidiaries
Consolidated Statements of Shareholders’ Equity

Nine Months Ended
September 30,

(In millions - Unaudited) 2018 2017
Common stock:
Balance, beginning of period $135 $135
Balance, end of period 135 135
Additional paid-in capital:
Balance, beginning of period 2,052 1,908
Exercise of stock options 30 33
Share-based compensation 39 38
Gain (loss) on treasury stock reissued 30 30
Balance, end of period 2,151 2,009
Retained earnings:
Balance, beginning of period 29,895 25,981
Cumulative effect of change in accounting principle - financial instruments,
net of income taxes (1) 148 0

Cumulative effect of change in accounting principle - tax effects from tax reform (1) (374 ) 0
Net earnings 2,395 2,021
Dividends to shareholders (603 ) (513 )
Balance, end of period 31,461 27,489
Accumulated other comprehensive income (loss):
Balance, beginning of period 4,028 2,630
Cumulative effect of change in accounting principle - financial instruments,
net of income taxes (1) (148 ) 0

Cumulative effect of change in accounting principle - tax effects from tax reform (1) 374 0
Unrealized foreign currency translation gains (losses) during
period, net of income taxes (38 ) 268

Unrealized gains (losses) on fixed maturity securities during
period, net of income taxes and reclassification adjustments (1) (2,310 ) 632

Unrealized gains (losses) on derivatives during period, net of
income taxes 2 1

Pension liability adjustment during period, net of income taxes 1 0
Balance, end of period 1,909 3,531
Treasury stock:
Balance, beginning of period (11,512 ) (10,172 )
Purchases of treasury stock (939 ) (1,053 )
Cost of shares issued 29 38
Balance, end of period (12,422 ) (11,187 )
Total shareholders’ equity $23,234 $21,977
(1) See Note 1 of the Notes to the Consolidated Financial Statements for the adoption of accounting guidance on January 1, 2018.
See the accompanying Notes to the Consolidated Financial Statements.
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Aflac Incorporated and Subsidiaries
Consolidated Statements of Cash Flows

Nine Months Ended
September 30,

(In millions - Unaudited) 2018 2017

Cash flows from operating activities:

Net earnings $2,395 $2,021

Adjustments to reconcile net earnings to net cash provided by operating activities:

Change in receivables and advance premiums (27 ) (32 )

Capitalization of deferred policy acquisition costs (1,082 ) (1,077 )

Amortization of deferred policy acquisition costs 932 848

Increase in policy liabilities 1,821 2,137

Change in income tax liabilities 38 323

Realized investment (gains) losses 76 166

Other, net 506 210

Net cash provided (used) by operating activities 4,659 4,596

Cash flows from investing activities:

Proceeds from investments sold or matured:

Available-for-sale fixed maturity securities 5,991 3,382

Equity securities 369 755

Held-to-maturity fixed maturity securities 880 1,714

Other investments - loan receivables 597 134

Costs of investments acquired:

Available-for-sale fixed maturity securities (7,845 ) (6,827 )

Equity securities (338 ) (391 )

Other investments - loan receivables (4,150 ) (916 )

Other investments, excluding loan receivables, net (136 ) (167 )

Settlement of derivatives, net (141 ) (240 )

Cash received (pledged or returned) as collateral, net 1,413 (273 )

Other, net 188 (58 )

Net cash provided (used) by investing activities (3,172 ) (2,887 )

Cash flows from financing activities:

Purchases of treasury stock (923 ) (1,053 )

Proceeds from borrowings 0 524

Principal payments under debt obligations 0 (660 )

Dividends paid to shareholders (595 ) (491 )

Change in investment-type contracts, net (17 ) 39

Treasury stock reissued 36 23

Other, net (14 ) 5

Net cash provided (used) by financing activities (1,513 ) (1,613 )

Effect of exchange rate changes on cash and cash equivalents (36 ) (28 )

Net change in cash and cash equivalents (62 ) 68

Cash and cash equivalents, beginning of period 3,491 4,859

Cash and cash equivalents, end of period $3,429 $4,927

Supplemental disclosures of cash flow information:

Income taxes paid $827 $693

Interest paid 124 144

Noncash interest 41 38

Impairment losses included in realized investment losses 17 27

Noncash financing activities:
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Capital lease obligations 10 7

Treasury stock issued for:

   Associate stock bonus 7 22

   Shareholder dividend reinvestment 8 22

   Share-based compensation grants 2 1

See the accompanying Notes to the Consolidated Financial Statements.
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Aflac Incorporated and Subsidiaries
Notes to the Consolidated Financial Statements
(Interim period data – Unaudited)

1.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Business

Aflac Incorporated (the Parent Company) and its subsidiaries (collectively, the Company) primarily sell
supplemental health and life insurance in the United States and Japan. The Company's insurance business
is marketed and administered through American Family Life Assurance Company of Columbus (Aflac) in
the United States (Aflac U.S.) and, effective April 1, 2018, through Aflac Life Insurance Japan Ltd. in Japan
(Aflac Japan). Prior to April 1, 2018, the Company's insurance business was marketed in Japan as a
branch of Aflac. American Family Life Assurance Company of New York (Aflac New York) is a wholly
owned subsidiary of Aflac. Most of Aflac's policies are individually underwritten and marketed through
independent agents. Additionally, Aflac U.S. markets and administers group products through Continental
American Insurance Company (CAIC), branded as Aflac Group Insurance. The Company's insurance
operations in the United States and Japan service the two markets for the Company's insurance business.
Aflac Japan's revenues, including realized gains and losses on its investment portfolio, accounted for 69%
of the Company's total revenues in both the nine-month periods ended September 30, 2018 and 2017,
respectively. The percentage of the Company's total assets attributable to Aflac Japan was 84% at
September 30, 2018, compared with 83% at December 31, 2017.

Basis of Presentation

The Company prepares its financial statements in accordance with U.S. generally accepted accounting
principles (GAAP). These principles are established primarily by the Financial Accounting Standards Board
(FASB). In these Notes to the Consolidated Financial Statements, references to U.S. GAAP issued by the
FASB are derived from the FASB Accounting Standards CodificationTM (ASC). The preparation of financial
statements in conformity with U.S. GAAP requires the Company to make estimates based on currently
available information when recording transactions resulting from business operations. The most significant
items on the Company's balance sheet that involve a greater degree of accounting estimates and actuarial
determinations subject to changes in the future are the valuation of investments and derivatives, deferred
policy acquisition costs (DAC), liabilities for future policy benefits and unpaid policy claims, and income
taxes. These accounting estimates and actuarial determinations are sensitive to market conditions,
investment yields, mortality, morbidity, commission and other acquisition expenses, and terminations by
policyholders. As additional information becomes available, or actual amounts are determinable, the
recorded estimates will be revised and reflected in operating results. Although some variability is inherent in
these estimates, the Company believes the amounts provided are adequate.

The unaudited consolidated financial statements include the accounts of the Parent Company, its
subsidiaries and those entities required to be consolidated under applicable accounting standards. All
material intercompany accounts and transactions have been eliminated.

In the opinion of management, the accompanying unaudited consolidated financial statements of the
Company contain all adjustments, consisting of normal recurring accruals, which are necessary to fairly
present the consolidated balance sheets as of September 30, 2018, and December 31, 2017, the
consolidated statements of earnings and comprehensive income (loss) for the three- and nine-month
periods ended September 30, 2018 and 2017, and the consolidated statements of shareholders' equity and
cash flows for the nine-month periods ended September 30, 2018 and 2017. Results of operations for
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interim periods are not necessarily indicative of results for the entire year. As a result, these financial
statements should be read in conjunction with the financial statements and notes thereto included in the
Company's annual report on Form 10-K for the year ended December 31, 2017 (2017 Annual Report).

Stock split: On February 13, 2018, the Board of Directors of the Parent Company declared a two-for-one
stock split of the Company’s common stock in the form of a100% stock dividend payable on March 16,
2018 to shareholders of record at the close of business on March 2, 2018. The stock split was payable in
the form of one additional common stock share for every share of common stock held. All equity and
share-based data, including the number of shares outstanding and per share amounts, have been adjusted
to reflect the stock split for all periods presented in this Quarterly Report on Form 10-Q.

Reclassifications: Certain reclassifications have been made to prior-year amounts to conform to
current-year reporting classifications. These reclassifications had no impact on net earnings or total
shareholders' equity.

9
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Perpetual securities have been reclassified in prior periods from a separate line item to fixed maturity
securities to conform to current period reporting classifications. This reclassification had no impact on net
earnings or total shareholder’s equity.

New Accounting Pronouncements

Recently Adopted Accounting Pronouncements

Standard Description Date of
Adoption

Effect on
Financial
Statements or
Other Significant
Matters

Accounting
Standards
Update (ASU)
2018-03
Technical
Corrections and
Improvements to
Financial
Instruments -
Overall

In February 2018, the FASB issued amendments to clarify certain aspects of the
guidance issued in the original Financial Instruments - Overall - Recognition and
Measurement pronouncement summarized below. Specifically, for entities who
have chosen the measurement alternative approach for equity securities without
readily determinable fair values, the amendments clarify that entities may change
from a measurement alternative approach to a fair value method through an
irrevocable election that would apply to a specific equity security and all identical
or similar investments of the same issuer; entities should use an observable price
at the date of the transaction rather than reporting date for the measurement
alternative calculation; and insurance companies should use a prospective
transition method when applying the measurement alternative. The amendments
are effective for public business entities for fiscal years beginning after December
15, 2017, and interim periods within those fiscal years beginning after June 15,
2018. All entities may early adopt these amendments for fiscal years beginning
after December 15, 2017, including interim periods within those fiscal years, as
long as they have adopted the Financial Instruments - Overall - Recognition and
Measurement guidance discussed below.

Early
adopted as
of January
1, 2018

The adoption of
this guidance did
not have a
significant impact
on the Company’s
financial position,
results of
operations, or
disclosures.

10
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Standard Description Date of
Adoption

Effect on Financial Statements
or Other Significant Matters

ASU 2018-02
Income Statement -
Reporting
Comprehensive
Income:
Reclassification of
Certain Tax Effects
from Accumulated
Other Comprehensive
Income

In February 2018, the FASB issued amendments which allow a
reclassification from accumulated other comprehensive income
(AOCI) to retained earnings of the effects of the change in the
U.S. federal income tax rate resulting from the Tax Cuts and
Jobs Act (Tax Act) on the gross deferred tax amounts and the
corresponding valuation allowances related to items remaining
in AOCI. The amendments eliminate the stranded tax effects
resulting from the Tax Act and also require certain disclosures
about the reclassified tax effects. The amendments are
effective for all entities for fiscal years beginning after
December 15, 2018, and interim periods within those fiscal
years. Public business entities may early adopt this guidance
in any interim reporting period for which financial statements
have not yet been issued. The amendments should be applied
either in the period of adoption or retrospectively to each
period (or periods) in which the effect of the change in the U.S.
federal corporate income tax rate in the Tax Act is recognized.

Early
adopted as
of January
1, 2018

The amounts reclassified from
AOCI to retained earnings
include the income tax effects of
the change in the federal
corporate tax rate enacted by the
Tax Act. The Company’s policy is
to follow the portfolio approach
for releasing income tax effects
from AOCI. The adoption of this
guidance resulted in an increase
to beginning 2018 AOCI of $374
million with a corresponding
decrease to beginning 2018
retained earnings as of January
1, 2018.

ASU 2017-09
Compensation - Stock
Compensation: Scope
of Modification
Accounting

In May 2017, the FASB issued amendments to provide
guidance clarifying when changes to the terms or conditions of
a share-based payment award must be accounted for as
modifications. An entity should apply modification accounting if
the fair value, vesting conditions or classification of the award
(as an equity instrument or liability instrument) changes as a
result of the change in terms or conditions of the award.

January 1,
2018

The adoption of this guidance did
not have a significant impact on
the Company's financial position,
results of operations, or
disclosures.

ASU 2017-08
Receivables -
Nonrefundable Fees
and Other Costs:
Premium Amortization
on Purchased
Callable Debt
Securities

In March 2017, the FASB issued amendments to shorten the
amortization period for certain callable debt securities held at a
premium. Specifically, the amendments require the premium to
be amortized to the earliest call date. The amendments do not
require an accounting change for securities held at a discount.
The amendments are effective for public business entities for
fiscal years beginning after December 15, 2018, and interim
periods within those fiscal years. Early adoption is permitted,
including adoption in an interim period.

Early
adopted as
of July 1,
2018

The adoption of this guidance did
not have a significant impact on
the Company’s financial position,
results of operations, or
disclosures.
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Standard Description Date of
Adoption

Effect on Financial
Statements or
Other Significant
Matters

ASU 2017-07
Compensation -
Retirement Benefits:
Improving the
Presentation of Net
Periodic Pension Cost
and Net Periodic
Postretirement Benefit
Cost

In March 2017, the FASB issued amendments requiring that an
employer report the service cost component of net periodic pension cost
and net periodic postretirement benefit cost in the same line item or
items as other compensation costs arising from services rendered by the
pertinent employees during the period. The other components of net
periodic pension cost and net periodic postretirement benefit cost are
required to be presented in the income statement separately from the
service cost component and outside a subtotal of income from
operations, if one is presented. If a separate line item or items are used
to present the other components of net benefit cost, that line item or
items must be appropriately described. If a separate line item or items
are not used, the line item or items used in the income statement to
present the other components of net benefit cost must be disclosed. The
amendments in this update also allow only the service cost component
to be eligible for capitalization when applicable.

January 1,
2018

The adoption of this
guidance did not
have a significant
impact on the
Company's financial
position, results of
operations, or
disclosures.

ASU 2017-05
Other Income - Gains
and Losses from the
Derecognition of
Nonfinancial Assets:
Clarifying the Scope of
Asset Derecognition
Guidance and
Accounting for Partial
Sales of Nonfinancial
Assets

In February 2017, the FASB issued amendments that clarify the scope
and accounting guidance for the derecognition of a nonfinancial asset or
a financial asset that meets the definition of an "in substance
nonfinancial asset." The amendments define an "in substance
nonfinancial asset" and provide additional accounting guidance for
partial sales of nonfinancial assets.

January 1,
2018

The adoption of this
guidance did not
have a significant
impact on the
Company's financial
position, results of
operations, or
disclosures.

ASU 2017-01
Business Combinations:
Clarifying the Definition
of a Business

In January 2017, the FASB issued amendments clarifying when a set of
assets and activities is a business. The amendments provide a screen to
exclude transactions where substantially all the fair value of the
transferred set is concentrated in a single asset, or group of similar
assets, from being evaluated as a business.

January 1,
2018

The adoption of this
guidance did not
have a significant
impact on the
Company's financial
position, results of
operations, or
disclosures.

ASU 2016-18
Statement of Cash
Flows: Restricted Cash

In November 2016, the FASB issued amendments requiring that a
statement of cash flows explain the change during the period in the total
of cash, cash equivalents, and amounts generally described as restricted
cash or restricted cash equivalents.

January 1,
2018

The adoption of this
guidance did not
have a significant
impact on the
Company's financial
position, results of
operations,
statements of cash
flows, or disclosures.

ASU 2016-16
Income Taxes:
Intra-Entity Transfers of
Assets Other Than
Inventory

In October 2016, the FASB issued amendments that require an entity to
recognize the income tax consequences of an intra-entity transfer of an
asset other than inventory when the transfer occurs.

January 1,
2018

The adoption of this
guidance did not
have a significant
impact on the
Company's financial
position, results of
operations, or
disclosures.

ASU 2016-15
Statement of Cash
Flows: Classification of
Certain Cash Receipts
and Cash Payments

In August 2016, the FASB issued amendments that provide guidance on
eight specific statement of cash flows classification issues.

January 1,
2018

The adoption of this
guidance did not
have a significant
impact on the
Company's financial
position, results of
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operations,
statements of cash
flows, or disclosures.
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Standard Description Date of
Adoption

Effect on
Financial
Statements or
Other
Significant
Matters

ASU 2016-01
Financial Instruments -
Overall: Recognition
and Measurement of
Financial Assets and
Financial Liabilities

In January 2016, the FASB issued guidance to address certain aspects of
recognition, measurement, presentation, and disclosure of financial
instruments. The main provisions of this guidance require certain equity
investments to be measured at fair value with changes in fair value
recognized in net earnings; separate presentation in other comprehensive
income for changes in fair value of financial liabilities measured under the
fair value option that are due to instrument-specific credit risk; and changes
in disclosures associated with the fair value of financial instruments. The
guidance also clarifies that entities should evaluate the need for a valuation
allowance on a deferred tax asset (DTA) related to available-for-sale (AFS)
securities in combination with the entity's other DTAs.

January 1,
2018

The Company
recorded a
cumulative
effect
adjustment with
an increase to
beginning 2018
retained
earnings and a
decrease to
beginning 2018
AOCI of $148
million, net of
taxes.

ASU 2014-09
Revenue from
Contracts with
Customers

In May 2014, the FASB issued updated guidance that affects any entity that
either enters into contracts with customers to transfer goods or services or
enters into contracts for the transfer of nonfinancial assets unless those
contracts are within the scope of other standards (e.g., insurance contracts
or lease contracts). The core principle of the guidance is that an entity
should recognize revenue to depict the transfer of promised goods or
services to customers in an amount that reflects the consideration to which
the entity expects to be entitled in exchange for those goods or services.

January 1,
2018

The adoption of
this guidance
did not have a
significant
impact on the
Company's
financial
position, results
of operations,
or disclosures.

Accounting Pronouncements Pending Adoption

Standard Description
Effect on Financial
Statements or Other
Significant Matters

ASU 2018-15
Intangibles - Goodwill and Other -
Internal-Use Software, Customer’s
Accounting for Implementation
Costs Incurred in a Cloud
Computing Arrangement That Is a
Service Contract

In August 2018, the FASB issued amendments to align the
requirements for capitalizing implementation costs incurred in a
hosting arrangement that is a service contract with the
requirements for capitalizing implementation costs incurred to
develop or obtain internal-use software. The amendments are
effective for public business entities for fiscal years, and interim
periods within those fiscal years, beginning after December 15,
2019. Early adoption is permitted.

The adoption of this
guidance is not expected to
have a significant impact on
the Company’s financial
position, results of
operations or disclosures.
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Standard Description Effect on Financial Statements or
Other Significant Matters

ASU 2018-14
Compensation -
Retirement Benefits -
Defined Benefit Plans -
General, Disclosure
Framework - Changes to
the Disclosure
Requirements for
Defined Benefit Plans

In August 2018, the FASB issued amendments to modify the
disclosure requirements for employers that sponsor defined
benefit pension or other postretirement plans. Accordingly, six
disclosures requirements were removed, two added and two
clarified. The amendments are effective for public business
entities for fiscal years beginning after December 15, 2020. Early
adoption is permitted.

The adoption of this guidance is not
expected to have a significant impact on
the Company’s financial position, results
of operations, or disclosures.

ASU 2018-13
Fair Value Measurement,
Disclosure Framework -
Changes to the
Disclosure Requirements
for Fair Value
Measurement

In August 2018, the FASB issued amendments to the disclosure
requirements on fair value measurements in Topic 820, Fair
Value Measurement. The amendments remove, modify, and add
certain disclosures. The amendments are effective for all entities
for fiscal years, and interim periods within those fiscal years,
beginning after December 15, 2019. Early adoption is permitted
upon issuance of this Update. An entity is permitted to early
adopt any removed or modified disclosures upon issuance of this
update and delay adoption of the additional disclosures until their
effective date.

The adoption of this guidance is not
expected to have a significant impact on
the Company’s financial position, results
of operations, or disclosures.

ASU 2018-12
Financial Services -
Insurance, Targeted
Improvements to the
Accounting for
Long-Duration Contracts

In August 2018, the FASB issued amendments that will
significantly change how insurers account for long-duration
contracts. The amendments will change existing recognition,
measurement, presentation, and disclosure requirements. Issues
addressed in the new guidance include: 1) requirement to update
assumptions for liability for future policy benefits, 2) accounting
for market risk benefits at fair value, 3) simplified amortization for
deferred acquisition costs, and 4) enhanced financial statement
presentation and disclosures. The amendments are effective for
public business entities for fiscal years, and interim periods within
those fiscal years, beginning after December 15, 2020. Early
application of the amendments is permitted.

The Company is thoroughly evaluating
the impact of adoption and it is expected
that the adoption will have a significant
impact on the Company’s financial
position, results of operations, and
disclosures. The Company expects that
the requirement to update assumptions
for liability for future policy benefits will
have the most significant impact on its
results of operations, systems,
processes, and controls.

ASU 2018-11
Leases, Targeted
Improvements

In July 2018, the FASB issued targeted improvements to Topic
842 Leases. The amendments in the update provide entities with
an additional (and optional) transition method to adopt the new
leases standard by recording a cumulative effect adjustment to
beginning retained earnings. Additionally, the amendments
provide lessors with a practical expedient to not separate
nonlease components from associated lease components and
instead account for those components as a single component
under certain conditions. The amendments are effective for
public business entities for fiscal years beginning after December
15, 2018, including interim periods within those fiscal years. Early
adoption is permitted.

The Company has elected the optional
transition method. The adoption of this
guidance is not expected to have a
significant impact on the Company’s
financial position, results of operations,
or disclosures.

ASU 2018-10
Codification
Improvements to Topic
842, Leases

In July 2018, the FASB issued guidance which clarifies, corrects
errors in, or makes minor improvements to the Codification
related to ASU 2016-02, Leases (Topic 842). The amendments
in this ASU affect narrow aspects of the guidance issued in the
amendments to ASU 2016-02, including but not limited to,
Residual Value Guarantees, Rate Implicit in the Lease, Lessee
Reassessment of Lease Classification and Variable Lease
Payments that Depend on an Index or a Rate. Amendments
within this ASU follow the effective dates of Topic 842, which are

The adoption of this guidance is not
expected to have a significant impact on
the Company's financial position, results
of operations, or disclosures.
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years.
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Standard Description
Effect on Financial
Statements or Other
Significant Matters

ASU 2018-01
Leases: Land
Easement Practical
Expedient for
Transition to Topic
842

In January 2018, the FASB issued guidance which provides an entity with the
option to elect a transition practical expedient to not evaluate, under Topic 842,
land easements that exist or expired before the entity's adoption of Topic 842 and
that were not previously accounted for as leases under Topic 840. The
amendments clarify that new or modified land easements should be evaluated
under the new leases standard once an entity has adopted the new standard. The
amendments are effective for public business entities for fiscal years beginning
after December 15, 2018, and interim periods within those fiscal years. Early
adoption is permitted.

The adoption of this
guidance is not expected
to have a significant
impact on the Company's
financial position, results
of operations, or
disclosures.

ASU 2017-12
Derivatives and
Hedging - Targeted
Improvements to
Accounting for
Hedging Activities

In August 2017, the FASB issued guidance which improves and simplifies the
accounting rules around hedge accounting and will create more transparency
around how economic results are presented on financial statements. Issues
addressed in this new guidance include: 1) risk component hedging, 2) accounting
for the hedged item in fair value hedges of interest rate risk, 3) recognition and
presentation of the effects of hedging instruments, and 4) amounts excluded from
the assessment of hedge effectiveness. The amendments are effective for public
business entities for fiscal years beginning after December 15, 2018, and interim
periods within those fiscal years. Early adoption is permitted in any interim period
after issuance of the guidance.

The adoption of this
guidance is not expected
to have a significant
impact on the Company's
financial position, results
of operations, or
disclosures.

ASU 2017-04
Intangibles - Goodwill
and Other:
Simplifying the Test
for Goodwill
Impairment

In January 2017, the FASB issued amendments simplifying the subsequent
measurement of goodwill. An entity, under this update, is no longer required to
perform a hypothetical purchase price allocation to measure goodwill impairment.
Instead, the entity should perform its annual or interim goodwill impairment test by
comparing the fair value of a reporting unit with its carrying amount. The
amendments are effective for public business entities that are SEC filers for annual
or any interim goodwill impairment tests in fiscal years beginning after December
15, 2019. Early adoption is permitted for any goodwill impairment tests performed
on testing dates after January 1, 2017.

The adoption of this
guidance is not expected
to have a significant
impact on the Company's
financial position, results
of operations, or
disclosures.
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Standard Description Effect on Financial Statements or Other
Significant Matters

ASU 2016-13
Financial
Instruments -
Credit Losses:
Measurement of
Credit Losses on
Financial
Instruments

In June 2016, the FASB issued amendments that require a financial
asset (or a group of financial assets) measured on an amortized
cost basis to be presented net of an allowance for credit losses in
order to reflect the amount expected to be collected on the financial
asset(s). The measurement of expected credit losses is amended
by replacing the incurred loss impairment methodology in current
U.S. GAAP with a methodology that reflects expected credit losses
and requires consideration of a broader range of reasonable and
supportable information to inform about a credit loss. Credit losses
on available-for-sale debt securities will continue to be measured in
a manner similar to current U.S. GAAP; however, the amendments
require that credit losses be presented as an allowance rather than
as a write-down. Other amendments include changes to the
balance sheet presentation and interest income recognition of
purchased financial assets with a more-than-insignificant amount of
credit deterioration since origination (PCD financial assets).

The amendments are effective for public companies for fiscal years
beginning after December 15, 2019, including interim periods within
those fiscal years. Companies may early adopt this guidance as of
the fiscal years beginning after December 15, 2018, including
interim periods within those fiscal years. The amendments will be
adopted following a modified-retrospective approach resulting in a
cumulative effect adjustment in retained earnings as of the
beginning of the year of adoption. Two exceptions to this adoption
method are for PCD financial assets and debt securities for which
other-than-temporary impairment (OTTI) will have been recognized
before the effective date. Loans purchased with credit deterioration
accounted for under current U.S. GAAP as "purchased credit
impaired" (PCI) financial assets will be classified as PCD financial
assets at transition and PCD guidance will be applied prospectively.
Debt securities that have experienced OTTI before the effective
date will follow a prospective adoption method which allows an
entity to maintain the same amortized cost basis before and after
the effective date.

The Company has identified certain financial
instruments in scope of this guidance to
include certain fixed maturity securities, loan
and loan receivables and reinsurance
recoverables (See Notes 3 and 7 for current
balances of instruments in scope). The
Company is progressing towards updating its
credit loss projection models and accounting
systems to comply with the required changes
in measurement of credit losses. The
Company currently expects loans and loan
receivables and held-to-maturity fixed
maturity securities to be the asset classes
most significantly impacted upon adoption of
the guidance. The Company continues to
evaluate the impact of adoption of this
guidance on its financial position, results of
operations, and disclosures.
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Standard Description Effect on Financial Statements or Other Significant
Matters

ASU
2016-02
Leases

In February 2016, the FASB established Topic 842, Leases, by
issuing ASU No. 2016-02, which requires lessees to recognize
leases on-balance sheet and disclose key information about
leasing arrangements. The new standard establishes a
right-of-use model (ROU) that requires a lessee to recognize a
ROU asset and lease liability on the balance sheet for all
leases with a term longer than 12 months. Leases will be
classified as finance or operating, with classification affecting
the pattern and classification of expense recognition in the
income statement. Under the new guidance, lessor accounting
is largely unchanged.

The new standard is effective for the Company on January 1,
2019, as we do not plan to early adopt. A modified
retrospective transition approach is required, applying the new
standard to all leases existing at the date of initial application.
The Company is electing to use its effective date as its date of
initial application. The transition requirements for existing
leases also apply to leases entered into between the date of
initial application and the effective date. Because the Company
expects to adopt the new standard on January 1, 2019 and
use the effective date as the date of initial application, financial
information will not be updated and the disclosures required
under the new standard will not be provided for dates and
periods before January 1, 2019.

The new standard provides a number of optional practical
expedients in transition. The Company expects to elect the
‘package of practical expedients’, which permits it not to
reassess under the new standard its prior conclusions about
lease identification, lease classification and initial direct costs.
The Company does not expect to elect the use-of-hindsight.

The Company has identified certain operating leases in
scope of this guidance to include office space and
equipment leases (See Note 15 of the Notes to the
Consolidated Financial Statements in the 2017 Annual
Report for current balances of leases in scope). The
leases within scope of this guidance will increase the
Company's ROU assets and lease liabilities recorded on
its statement of financial position, however the Company
estimates leases within scope of the guidance to
represent less than 1% of its total assets as of
September 30, 2018. The Company estimates that the
adoption of this guidance will not have a significant
impact on its financial position, results of operations, or
disclosures.

Recent accounting guidance not discussed above is not applicable, did not have, or is not expected to have
a material impact to the Company's business. 

For additional information on new accounting pronouncements and recent accounting guidance and their
impact, if any, on the Company's financial position or results of operations, see Note 1 of the Notes to the
Consolidated Financial Statements in the 2017 Annual Report.

2.BUSINESS SEGMENT INFORMATION

The Company consists of two reportable insurance business segments: Aflac Japan and Aflac U.S., both of
which sell supplemental health and life insurance. Operating business segments that are not individually
reportable and business activities, including reinsurance retrocession activities, not included in Aflac Japan
or Aflac U.S. are included in the "Corporate and other" category.

The Company does not allocate corporate overhead expenses to business segments. Consistent with U.S.
GAAP accounting guidance for segment reporting, the Company evaluates and manages its business
segments using a financial performance measure called pretax adjusted earnings. Adjusted earnings are
adjusted revenues less benefits and adjusted expenses. The adjustments to both revenues and expenses
account for certain items that cannot be predicted or that are outside management’s control. Adjusted
revenues are U.S. GAAP total revenues excluding realized investment gains and losses, except for
amortized hedge costs related to foreign currency exposure management strategies and net interest cash
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flows from derivatives associated with certain investment strategies. Adjusted expenses are U.S. GAAP
total acquisition and operating expenses including the impact of interest cash flows from derivatives
associated with notes payable but excluding any nonrecurring or other items not associated with the normal
course of the Company’s insurance operations and that do not reflect Aflac’s underlying business
performance. The Company excludes income taxes related to operations to arrive at pretax adjusted
earnings. Information regarding operations by segment follows:
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Three Months
Ended
September 30,

Nine Months
Ended
September 30,

(In millions) 2018 2017 2018 2017
Revenues:
Aflac Japan:
   Net earned premiums $3,159 $3,200 $9,649 $9,616
   Net investment income, less amortized hedge costs 606 561 1,801 1,676
   Other income 10 11 31 31
               Total Aflac Japan 3,775 3,772 11,481 11,323
Aflac U.S.:
   Net earned premiums 1,426 1,393 4,280 4,172
   Net investment income 187 181 544 539
   Other income 3 1 7 3
           Total Aflac U.S. 1,616 1,575 4,831 4,714
Corporate and other 82 69 245 204
           Total adjusted revenues 5,473 5,416 16,557 16,241
Realized investment gains (losses) (1),(2),(3) 104 90 75 2
           Total revenues $5,577 $5,506 $16,632 $16,243
(1) Amortized hedge costs related to hedging U.S. dollar-denominated investments held in Aflac Japan were $59 and $60 for the
three- month periods and $168 and for both the nine-month periods ended September 30, 2018, and 2017, respectively, and have
been reclassified from realized investment gains (losses) and reported as a deduction from net investment income when analyzing
segment operations.
(2) Amortized hedge costs in Aflac Japan were partially offset by derivatives entered into as part of corporate activities and resulted
in a benefit of $9 for the three-month period and $18 for the nine-month period ended September 30, 2018, respectively, which has
been reclassified from realized investment gains (losses) and reported as an increase in net investment income when analyzing
operations.
(3) An immaterial amount of net interest cash flows from derivatives associated with certain investment strategies in the three- and
nine-month periods ended September 30, 2018, were reclassified from realized investment gains (losses) into net investment
income when analyzing operations.
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Three Months
Ended
September 30,

Nine Months
Ended
September 30,

(In millions) 2018 2017 2018 2017
Pretax earnings:
Aflac Japan $756 $748 $2,411 $2,308
Aflac U.S. 334 316 1,011 956
Corporate and other (29 ) (50 ) (113 ) (150 )
    Pretax adjusted earnings 1,061 1,014 3,309 3,114
Realized investment gains (losses) (1),(2),(3),(4) 88 71 25 (57 )
Other income (loss) (3 ) (10 ) (73 ) (38 )
    Total earnings before income taxes $1,146 $1,075 $3,261 $3,019
Income taxes applicable to pretax adjusted earnings $270 $338 $862 $1,031
Effect of foreign currency translation on after-tax
adjusted earnings (1 ) (29 ) 27 (31 )

(1) Amortized hedge costs related to hedging U.S. dollar-denominated investments held in Aflac Japan were $59 and $60 for the
three- month periods and $168 for both the nine-month periods ended September 30, 2018, and 2017, respectively, and have been
reclassified from realized investment gains (losses) and reported as a deduction from pretax adjusted earnings when analyzing
segment operations.
(2) Amortized hedge costs in Aflac Japan were partially offset by derivatives entered into as part of corporate activities and resulted
in a benefit of $9 for the three-month period and $18 for the nine-month period ended September 30, 2018 which has been
reclassified from realized investment gains (losses) and reported as an increase in pretax adjusted earnings when analyzing
operations.
(3) An immaterial amount of net interest cash flows from derivatives associated with certain investment strategies in the three- and
nine-month periods ended September 30, 2018, were reclassified from realized investment gains (losses) into net investment
income when analyzing operations.
(4) Excluding a gain of $17 and $19 for the three-month periods and $50 and $60 for the nine-month periods ended September 30,
2018, and 2017, respectively, related to the interest rate component of the change in fair value of foreign currency swaps on notes
payable which is included in adjusted earnings when analyzing segment operations

Assets were as follows:

(In millions)
September 30,
2018

December 31,
2017

Assets:
Aflac Japan $ 116,181 $ 114,402
Aflac U.S. 19,585 19,893
Corporate and other 2,175 2,922
    Total assets $ 137,941 $ 137,217
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3.INVESTMENTS
Investment Holdings
The amortized cost for the Company's investments in debt securities, the cost for equity securities and the
fair values of these investments are shown in the following tables.

September 30, 2018

(In millions)
Cost or
Amortized
Cost

Gross
Unrealized
Gains

Gross
Unrealized
Losses

  Fair
  Value

Securities available for sale, carried at fair value
through other comprehensive income:
Fixed maturity securities: (1)
  Yen-denominated:
Japan government and agencies $29,499 $ 2,955 $ 426 $32,028
Municipalities 376 25 17 384
Mortgage- and asset-backed securities 151 21 0 172
Public utilities 1,685 303 9 1,979
Sovereign and supranational 1,116 133 1 1,248
Banks/financial institutions 5,317 602 159 5,760
Other corporate 4,618 683 36 5,265
Total yen-denominated 42,762 4,722 648 46,836
  U.S. dollar-denominated:
U.S. government and agencies 136 7 1 142
Municipalities 1,339 123 12 1,450
Mortgage- and asset-backed securities 154 8 1 161
Public utilities 4,863 562 91 5,334
Sovereign and supranational 248 61 0 309
Banks/financial institutions 2,767 431 19 3,179
Other corporate 23,983 1,677 775 24,885
Total U.S. dollar-denominated 33,490 2,869 899 35,460
Total securities available for sale $76,252 (1) $ 7,591 $ 1,547 $82,296 (1)

(1) Includes perpetual securities ($1,408 at amortized cost and $1,591 at fair value)

September 30, 2018

(In millions)
Cost or
Amortized
Cost

Gross
Unrealized
Gains

Gross
Unrealized
Losses

Fair  
Value  

Securities held to maturity, carried at amortized cost:
Fixed maturity securities:
  Yen-denominated:
Japan government and agencies $21,224 $ 4,652 $ 0 $25,876
Municipalities 353 97 0 450
Mortgage- and asset-backed securities 14 1 0 15
Public utilities 3,150 302 1 3,451
Sovereign and supranational 1,516 276 0 1,792
Banks/financial institutions 1,491 163 11 1,643
Other corporate 2,673 356 6 3,023
Total yen-denominated 30,421 5,847 18 36,250
Total securities held to maturity $30,421 $ 5,847 $ 18 $36,250
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September 30,
2018

(In millions)
Fair  
Value  

Equity securities, carried at fair value through
  net earnings:
Equity securities: (1)
      Yen-denominated $707
      U.S. dollar-denominated 352
Total equity securities $1,059 (1)

(1) Includes perpetual securities ($66 at fair value)

December 31, 2017

(In millions)
Cost or
Amortized
Cost

Gross
Unrealized
Gains

Gross
Unrealized
Losses

  Fair
  Value

Securities available for sale, carried at fair value:
Fixed maturity securities: (1)
  Yen-denominated:
Japan government and agencies $27,980 $ 3,363 $ 271 $31,072
Municipalities 314 28 12 330
Mortgage- and asset-backed securities 242 29 0 271
Public utilities 1,635 352 6 1,981
Sovereign and supranational 1,380 190 1 1,569
Banks/financial institutions 4,742 811 53 5,500
Other corporate 4,085 809 7 4,887
Total yen-denominated 40,378 5,582 350 45,610
  U.S dollar-denominated:
U.S. government and agencies 146 13 1 158
Municipalities 872 168 0 1,040
Mortgage- and asset-backed securities 161 12 0 173
Public utilities 5,116 884 27 5,973
Sovereign and supranational 267 73 0 340
Banks/financial institutions 2,808 633 8 3,433
Other corporate 25,384 2,620 418 27,586
Total U.S. dollar-denominated 34,754 4,403 454 38,703
Total securities available for sale $75,132 (1) $ 9,985 $ 804 $84,313 (1)

(1) Includes perpetual securities ($1,462 at amortized cost and $1,789 at fair value)
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December 31, 2017

(In millions)
Cost or
Amortized
Cost

Gross
Unrealized
Gains

Gross
Unrealized
Losses

Fair
Value

Securities held to maturity, carried at amortized cost:
Fixed maturity securities:
  Yen-denominated:
Japan government and agencies $21,331 $ 5,160 $ 0 $26,491
Municipalities 357 105 0 462
Mortgage- and asset-backed securities 26 1 0 27
Public utilities 3,300 398 0 3,698
Sovereign and supranational 1,523 312 0 1,835
Banks/financial institutions 2,206 190 9 2,387
Other corporate 2,687 485 0 3,172
Total yen-denominated 31,430 6,651 9 38,072
Total securities held to maturity $31,430 $ 6,651 $ 9 $38,072

December 31,
2017

(In millions)
Fair
Value

Equity securities, carried at fair value:
Equity securities:
      Yen-denominated $695
      U.S. dollar-denominated 328
Total equity securities $1,023

The methods of determining the fair values of the Company's investments in fixed maturity securities and
equity securities are described in Note 5.

During the first nine months of 2018, the Company did not reclassify any investments from the
held-to-maturity category to the available-for-sale category.

During the third quarter of 2017, the Company did not reclassify any investments from the held-to-maturity
category to
the available-for-sale category. During the second quarter of 2017, the Company reclassified three
investments from the held-to-maturity category to the available-for-sale category as a result of the issuers'
credit rating being downgraded to below investment grade. At the time of the transfer, the securities had an
amortized cost of $773 million and an unrealized gain of $47 million. During the first quarter of 2017, the
Company did not reclassify any investments from the held-to-maturity category to the available-for-sale
category.
Contractual and Economic Maturities
The contractual and economic maturities of the Company's investments in fixed maturity securities at
September 30, 2018, were as follows:
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(In millions)
Amortized
Cost

Fair
Value

Available for sale: (1)
Due in one year or less $ 691 $757
Due after one year through five years 8,058 8,199
Due after five years through 10 years 10,282 10,936
Due after 10 years 56,916 62,071
Mortgage- and asset-backed securities 305 333
Total fixed maturity securities available for sale $ 76,252 $82,296
Held to maturity:
Due in one year or less $ 528 $533
Due after one year through five years 541 569
Due after five years through 10 years 1,303 1,415
Due after 10 years 28,034 33,718
Mortgage- and asset-backed securities 15 15
Total fixed maturity securities held to maturity $ 30,421 $36,250

(1) Includes perpetual securities, categorized in accordance with their respective economic maturities (the expected maturity date
created by the combination of features in the financial instrument)

Expected maturities may differ from contractual maturities because some issuers have the right to call or
prepay obligations with or without call or prepayment penalties.

Investment Concentrations

The Company's process for investing in credit-related investments begins with an independent approach to
underwriting each issuer's fundamental credit quality. The Company evaluates independently those factors
that it believes could influence an issuer's ability to make payments under the contractual terms of the
Company's instruments. This includes a thorough analysis of a variety of items including the issuer's
country of domicile (including political, legal, and financial considerations); the industry in which the issuer
competes (with an analysis of industry structure, end-market dynamics, and regulation); company specific
issues (such as management, assets, earnings, cash generation, and capital needs); and contractual
provisions of the instrument (such as financial covenants and position in the capital structure). The
Company further evaluates the investment considering broad business and portfolio management
objectives, including asset/liability needs, portfolio diversification, and expected income.

Investment exposures that individually exceeded 10% of shareholders' equity were as follows:
September 30, 2018 December 31, 2017

(In millions)
Credit
Rating

Amortized
Cost

Fair
Value

Credit
Rating

Amortized
Cost

Fair
Value

Japan National Government(1) A+ $49,603 $56,679 A $48,399 $56,532
(1)Japan Government Bonds (JGBs) or JGB-backed securities
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Realized Investment Gains and Losses

Information regarding pretax realized gains and losses from investments is as follows:
Three
Months
Ended
September
30,

Nine Months
Ended
September
30,

(In millions) 2018 2017 2018 2017
Realized investment gains (losses):
Fixed maturity securities: (1)
Available for sale:
Gross gains from sales $60 $18 $81 $40
Gross losses from sales (26 ) (5 ) (99 ) (24 )
Foreign currency gains (losses) on sales and redemptions 3 3 27 (47 )
Other-than-temporary impairment losses 0 (1 ) (2 ) (5 )
Total fixed maturity securities 37 15 7 (36 )
Equity securities (1),(2) 27 39 (3) (1 ) 73 (3)

Loan loss reserves (5 ) (1 ) (15 ) (4 )
Derivatives and other:
Derivative gains (losses) (162) (40 ) (190 ) (143 )
Foreign currency gains (losses) 159 17 123 (56 )
  Total derivatives and other (3 ) (23 ) (67 ) (199 )
  Total realized investment gains (losses) $56 $30 $(76 ) $(166 )

(1) Includes perpetual securities
(2) See Note 1 of the Notes to the Consolidated Financial Statements for the adoption of accounting guidance on January 1, 2018
related to financial instruments.
(3) Includes impairments of $6 for the three-month period and $18 for the nine-month period ended September 30, 2017

The unrealized holding gains, net of losses, recorded as a component of realized investment gains and
losses for the three-month period ended September 30, 2018, that relates to equity securities still held at
the September 30, 2018, reporting date was $25 million. The unrealized holding gains, net of losses,
recorded as a component of realized investment gains and losses for the nine-month period ended
September 30, 2018, that relates to equity securities still held at the September 30, 2018, reporting date
was $1 million.

Unrealized Investment Gains and Losses
Effect on Shareholders’ Equity
The net effect on shareholders’ equity of unrealized gains and losses from investment securities was as
follows:

(In millions)
September
30, 2018

December 31,
2017

Unrealized gains (losses) on securities available for sale $ 6,044 $ 9,358
Deferred income taxes (1,804 ) (3,394 )
Shareholders’ equity, unrealized gains (losses) on investment securities $ 4,240 $ 5,964

See Note 1 for discussion of the accounting treatment of tax on amounts recorded in accumulated other comprehensive income
pursuant to the Tax Act and for the adoption of accounting guidance on January 1, 2018 related to financial instruments.
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Gross Unrealized Loss Aging
The following tables show the fair values and gross unrealized losses of the Company's available-for-sale
and held-to-maturity investments that were in an unrealized loss position, aggregated by investment
category and length of time that individual securities have been in a continuous unrealized loss position.
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September 30, 2018
Total Less than 12 months 12 months or longer

(In millions)
Fair
Value

Unrealized
Losses

Fair
Value

Unrealized
Losses

Fair
Value

Unrealized
Losses

Fixed maturity securities: (1)
  U.S. government and
agencies:
  U.S. dollar-denominated $80 $ 1 $ 80 $ 1 $ 0 $ 0
  Japan government and
agencies:
  Yen-denominated 9,221 426 9,221 426 0 0
  Municipalities:
  U.S. dollar-denominated 490 12 490 12 0 0
  Yen-denominated 224 17 224 17 0 0
Mortgage- and asset-
backed securities:
  U.S. dollar-denominated 81 1 81 1 0 0
  Public utilities:
  U.S. dollar-denominated 1,726 91 1,721 91 5 0
  Yen-denominated 381 10 381 10 0 0
  Sovereign and supranational:
  Yen-denominated 43 1 43 1 0 0
  Banks/financial institutions:
  U.S. dollar-denominated 552 19 517 18 35 1
  Yen-denominated 2,806 170 2,806 170 0 0
  Other corporate:
  U.S. dollar-denominated 11,731 775 11,291 744 440 31
  Yen-denominated 1,134 42 1,134 42 0 0
  Total $28,469 $ 1,565 $ 27,989 $ 1,533 $ 480 $ 32
(1) Includes perpetual securities
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December 31, 2017

Total Less than 12
months 12 months or longer

(In millions) Fair
Value

Unrealized
Losses

Fair
Value

Unrealized
Losses

Fair
Value

Unrealized
Losses

Fixed maturity securities: (1)
  U.S. government and
agencies:
  U.S. dollar-denominated $74 $ 1 $74 $ 1 $0 $ 0
  Japan government and
agencies:
  Yen-denominated 5,255 271 1,264 9 3,991 262
  Municipalities:
  Yen-denominated 129 12 10 0 119 12
  Public utilities:
  U.S. dollar-denominated 785 27 221 3 564 24
  Yen-denominated 83 6 0 0 83 6
  Sovereign and supranational:
  Yen-denominated 309 1 309 1 0 0
  Banks/financial institutions:
  U.S. dollar-denominated 362 8 316 5 46 3
  Yen-denominated 1,507 62 394 4 1,113 58
  Other corporate:
  U.S. dollar-denominated 7,741 418 2,839 50 4,902 368
  Yen-denominated 440 7 349 4 91 3
  Total $16,685 $ 813 $5,776 $ 77 $10,909 $ 736

(1) Includes perpetual securities

Analysis of Securities in Unrealized Loss Positions

The unrealized losses on the Company's fixed maturity securities investments have been primarily related
to general market changes in interest rates, foreign exchange rates, and/or the levels of credit spreads
rather than specific concerns with the issuer's ability to pay interest and repay principal.

For any significant declines in fair value of its fixed maturity securities, the Company performs a more
focused review of the related issuers' credit profile. For corporate issuers, the Company evaluates their
assets, business profile including industry dynamics and competitive positioning, financial statements and
other available financial data. For non-corporate issuers, the Company analyzes all sources of credit
support, including issuer-specific factors. The Company utilizes information available in the public domain
and, for certain private placement issuers, from consultations with the issuers directly. The Company also
considers ratings from Nationally Recognized Statistical Rating Organizations (NRSROs), as well as the
specific characteristics of the security it owns including seniority in the issuer's capital structure, covenant
protections, or other relevant features. From these reviews, the Company evaluates the issuers' continued
ability to service the Company's investment through payment of interest and principal.

Assuming no credit-related factors develop, unrealized gains and losses on fixed maturity securities are
expected to diminish as investments near maturity. Based on its credit analysis, the Company believes that
the issuers of its fixed maturity investments in the sectors shown in the table above have the ability to
service their obligations to the Company.
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Other Investments

The table below reflects the composition of the carrying value for other investments as of the periods
presented.

(In millions)
September 30,
2018

December 31,
2017

Other investments:
Transitional real estate loans $ 4,128 $ 1,235
Commercial mortgage loans 1,026 908
Middle market loans 1,363 859
Policy loans 223 210
Short-term investments 2 57
Other 267 133
Total other investments $ 7,009 $ 3,402

Loans and Loan Receivables

The Company classifies its transitional real estate loans (TREs), commercial mortgage loans (CMLs) and
middle market loans (MMLs) as held-for-investment and includes them in the other investments line on the
consolidated balance sheets. The Company carries them on the balance sheet at amortized cost less an
estimated allowance for loan losses. The Company's allowance for loan losses is established using both
general and specific allowances. The general allowance is used for loans grouped by similar risk
characteristics where a loan-specific or market-specific risk has not been identified, but for which the
Company estimates probable incurred losses. The specific allowance is used on an individual loan basis
when it is probable that a loss has been incurred. As of September 30, 2018, and December 31, 2017, the
Company's allowance for loan losses was $25 million and $11 million, respectively. As of September 30,
2018, and December 31, 2017, the Company had no loans that were past due in regards to principal and/or
interest payments. Additionally, the Company held no loans that were on nonaccrual status or considered
impaired as of September 30, 2018, and December 31, 2017. The Company had no troubled debt
restructurings during the nine months ended September 30, 2018 and 2017.

Transitional Real Estate Loans

Transitional real estate loans are commercial mortgage loans that are typically relatively short-term floating
rate instruments secured by a first lien on the property. These loans provide funding for properties
undergoing a change in their physical characteristics and/or economic profile. As of September 30, 2018,
the Company had $720 million in outstanding commitments to fund transitional real estate loans. These
commitments are contingent on the final underwriting and due diligence to be performed.

Commercial Mortgage Loans

As of September 30, 2018, the Company had $86 million in outstanding commitments to fund commercial
mortgage loans. These commitments are contingent on the final underwriting and due diligence to be
performed.

Middle Market Loans

Middle market loans are generally considered to be below investment grade. The carrying value for middle
market loans included an unfunded amount of $155 million and $109 million, as of September 30, 2018,
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and December 31, 2017, respectively, that is reflected in other liabilities on the consolidated balance
sheets.

As of September 30, 2018, the Company had commitments of approximately $896 million to fund potential
future loan originations related to this investment program. These commitments are contingent upon the
availability of middle market loans that meet the Company's underwriting criteria.

Other

Other investments primarily includes investments in limited partnerships. As of September 30, 2018, the
Company had $1.0 billion in outstanding commitments to fund alternative investments in limited
partnerships.
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Variable Interest Entities (VIEs)

As a condition of its involvement or investment in a VIE, the Company enters into certain protective rights
and covenants that preclude changes in the structure of the VIE that would alter the creditworthiness of the
Company's investment or its beneficial interest in the VIE.

For those VIEs other than certain unit trust structures, the Company's involvement is passive in nature. The
Company has not, nor has it been, required to purchase any securities issued in the future by these VIEs.

The Company's ownership interest in VIEs is limited to holding the obligations issued by them. The
Company has no direct or contingent obligations to fund the limited activities of these VIEs, nor does it
have any direct or indirect financial guarantees related to the limited activities of these VIEs. The Company
has not provided any assistance or any other type of financing support to any of the VIEs it invests in, nor
does it have any intention to do so in the future. For those VIEs in which the Company holds debt
obligations, the weighted-average lives of the Company's notes are very similar to the underlying collateral
held by these VIEs where applicable.

The Company's risk of loss related to its interests in any of its VIEs is limited to the carrying value of the
related investments held in the VIE.

VIEs - Consolidated

The following table presents the cost or amortized cost, fair value and balance sheet caption in which the
assets and liabilities of consolidated VIEs are reported.
Investments in Consolidated Variable Interest Entities

September 30,
2018

December 31,
2017

(In millions)
Cost or
Amortized
Cost

Fair
Value

Cost or
Amortized
Cost

Fair
Value

Assets:
Fixed maturity securities, available for sale (1) $4,045 $4,853 $4,538 $5,509
Equity securities 179 179 606 753
Other investments (2) 5,388 5,369 2,341 2,328
Other assets (3) 190 190 151 151
Total assets of consolidated VIEs $9,802 $10,591 $7,636 $8,741
Liabilities:
Other liabilities (3) $101 $101 $128 $128
Total liabilities of consolidated VIEs $101 $101 $128 $128

(1) Includes perpetual securities
(2) Consists of TREs, CMLs, MMLs, and alternative investments in limited partnerships
(3) Consists entirely of derivatives

The Company is substantively the only investor in the consolidated VIEs listed in the table above. As the
sole investor in these VIEs, the Company has the power to direct the activities of a variable interest entity
that most significantly impact the entity's economic performance and is therefore considered to be the
primary beneficiary of the VIEs that it consolidates. The Company also participates in substantially all of the
variability created by these VIEs. The activities of these VIEs are limited to holding invested assets and

Edgar Filing: AFLAC INC - Form 10-Q

58



foreign currency swaps, as appropriate, and utilizing the cash flows from these securities to service its
investment. Neither the Company nor any of its creditors are able to obtain the underlying collateral of the
VIEs unless there is an event of default or other specified event. For those VIEs that contain a swap, the
Company is not a direct counterparty to the swap contracts and has no control over them. The Company's
loss exposure to these VIEs is limited to its original investment. The Company's consolidated VIEs do not
rely on outside or ongoing sources of funding to support their activities beyond the underlying collateral and
swap contracts, if applicable. With the exception of its investment in unit trust structures, the underlying
collateral assets and funding of the Company's consolidated VIEs are generally static in nature.
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Investments in Unit Trust Structures

The Company also utilizes unit trust structures in its Aflac Japan segment to invest in various asset
classes. As the sole investor of these VIEs, the Company is required to consolidate these trusts under U.S.
GAAP.

VIEs-Not Consolidated
The table below reflects the amortized cost, fair value and balance sheet caption in which the Company's
investment in VIEs not consolidated are reported.
Investments in Variable Interest Entities Not Consolidated

September 30,
2018

December 31,
2017

(In millions)
Amortized
Cost

Fair
Value

Amortized
Cost

Fair
Value

Assets:
Fixed maturity securities, available for sale (1) $4,746 $5,261 $5,004 $5,724
Fixed maturity securities, held to maturity 2,402 2,702 2,549 2,929
Other investments 33 33 55 55
Total investments in VIEs not consolidated $7,181 $7,996 $7,608 $8,708

(1) Includes perpetual securities

The Company holds alternative investments in limited partnerships that have been determined to be VIEs.
These partnerships invest in private equity and structured investments. The Company’s maximum exposure
to loss on these investments is limited to the amount of its investment. The Company is not the primary
beneficiary of these VIEs and is therefore not required to consolidate them. The Company classifies these
investments as Other investments in the consolidated balance sheets.

Certain investments in VIEs that the Company is not required to consolidate are investments that are in the
form of debt obligations from the VIEs that are irrevocably and unconditionally guaranteed by their
corporate parents or sponsors. These VIEs are the primary financing vehicles used by their corporate
sponsors to raise financing in the capital markets. The variable interests created by these VIEs are
principally or solely a result of the debt instruments issued by them. The Company does not have the power
to direct the activities that most significantly impact the entity's economic performance, nor does it have the
obligation to absorb losses of the entity or the right to receive benefits from the entity. As such, the
Company is not the primary beneficiary of these VIEs and is therefore not required to consolidate them.

Securities Lending and Pledged Securities

The Company lends fixed maturity and public equity securities to financial institutions in short-term
security-lending transactions. These short-term security-lending arrangements increase investment income
with minimal risk. The Company's security lending policy requires that the fair value of the securities
received as collateral be 102% or more of the fair value of the loaned securities and that unrestricted cash
received as collateral be 100% or more of the fair value of the loaned securities. These securities continue
to be carried as investment assets on the Company's balance sheet during the terms of the loans and are
not reported as sales. The Company receives cash or other securities as collateral for such loans. For
loans involving unrestricted cash or securities as collateral, the collateral is reported as an asset with a
corresponding liability for the return of the collateral. For loans where the Company receives as collateral
securities that the Company is not permitted to sell or repledge, the collateral is not reported as an asset.
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Details of the Company's securities lending activities were as follows:
Securities Lending Transactions Accounted for as Secured Borrowings
September 30, 2018
Remaining Contractual Maturity of the Agreements

(In millions)
Overnight
and
Continuous(1)

Up to
30
days

30-90
days

Greater
than 90
days

Total

Securities lending transactions:
Fixed maturity securities:
Japan government and agencies $ 15 $1,516 1 $ 1,158 $2,690
Public utilities 17 0 0 0 17
Banks/financial institutions 48 0 0 0 48
Other corporate 365 0 0 0 365
Equity securities 8 0 0 0 8
          Total borrowings $ 453 $1,516 $ 1 $ 1,158 $3,128
Gross amount of recognized liabilities for securities
lending transactions $1,970

Amounts related to agreements not included in offsetting
disclosure in Note 4 $1,158
(1) These securities are pledged as collateral under the Company's U.S. securities lending program and can be called at its
discretion; therefore, they are classified as Overnight and Continuous.

Securities Lending Transactions Accounted for as Secured
Borrowings
December 31, 2017
Remaining Contractual Maturity of the Agreements

(In millions)
Overnight
and
Continuous(1)

Up
to
30
days

Total

Securities lending transactions:
Fixed maturity securities:
Japan government and agencies $ 0 $ 49 $49
Public utilities 73 0 73
Banks/financial institutions 54 0 54
Other corporate 415 0 415
Equity securities 15 0 15
          Total borrowings $ 557 $ 49 $606
Gross amount of recognized liabilities for securities
lending transactions $606

Amounts related to agreements not included in
offsetting disclosure in Note 4 $0
(1) These securities are pledged as collateral under the Company's U.S. securities lending program and can be called at its
discretion; therefore, they are classified as Overnight and Continuous.

The Company did not have any repurchase agreements or repurchase-to-maturity transactions outstanding
as of September 30, 2018, and December 31, 2017, respectively.

Certain fixed maturity securities can be pledged as collateral as part of derivative transactions, or pledged
to support state deposit requirements or certain investment programs. For additional information regarding
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pledged securities related to derivative transactions, see Note 4.
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4.DERIVATIVE INSTRUMENTS

The Company's freestanding derivative financial instruments have historically consisted of: (1) foreign
currency forwards and options used in hedging foreign exchange risk on U.S. dollar-denominated
investments in Aflac Japan's portfolio; (2) foreign currency forwards and options used to economically
hedge certain portions of forecasted cash flows denominated in yen and hedge the Company's long term
exposure to a weakening yen; (3) swaps associated with the Company's notes payable, consisting of
cross-currency interest rate swaps, also referred to as foreign currency swaps, associated with certain
senior notes and its subordinated debentures; (4) foreign currency swaps and credit default swaps that are
associated with investments in special-purpose entities, including VIEs where the Company is the primary
beneficiary; and (5) interest rate swaps used to economically hedge interest rate fluctuations in certain
variable-rate investments. The Company does not use derivative financial instruments for trading purposes,
nor does it engage in leveraged derivative transactions. Some of the Company's derivatives are designated
as cash flow hedges, fair value hedges or net investment hedges; however, other derivatives do not qualify
for hedge accounting or the Company elects not to designate them as accounting hedges.

Derivative Types

Foreign currency forwards and options are executed for the Aflac Japan segment in order to hedge the
currency risk on the carrying value of certain U.S. dollar-denominated investments. The average maturity of
these forwards and options can change depending on factors such as market conditions and types of
investments being held. In situations where the maturity of the forwards and options are shorter than the
underlying investment being hedged, the Company may enter into new forwards and options near maturity
of the existing derivative in order to continue hedging the underlying investment. In forward transactions,
Aflac Japan agrees with another party to buy a fixed amount of yen and sell a corresponding amount of
U.S. dollars at a specified future date. Aflac Japan also executes foreign currency option transactions in a
collar strategy, where Aflac Japan agrees with another party to simultaneously purchase a fixed amount of
U.S. dollar put options and sell U.S. dollar call options. The combination of these two actions results in no
net premium being paid (i.e. a costless or zero-cost collar). The foreign currency forwards and options are
used in fair value hedging relationships to mitigate the foreign exchange risk associated with U.S.
dollar-denominated investments supporting yen-denominated liabilities.

Foreign currency forwards and options are also used to hedge the currency risk associated with the net
investment in Aflac Japan. In these forward transactions, Aflac agrees with another party to buy a fixed
amount of U.S. dollars and sell a corresponding amount of yen at a specified price at a specified future
date. In the option transactions, the Company uses a combination of foreign currency options to protect
expected future cash flows by simultaneously purchasing yen put options (options that protect against a
weakening yen) and selling yen call options (options that limit participation in a strengthening yen). The
combination of these two actions create a zero-cost collar.

The Company enters into foreign currency swaps pursuant to which it exchanges an initial principal amount
in one currency for an initial principal amount of another currency, with an agreement to re-exchange the
currencies at a future date at an agreed upon exchange rate. There may also be periodic exchanges of
payments at specified intervals based on the agreed upon rates and notional amounts. Foreign currency
swaps are used primarily in the consolidated VIEs in the Company's Aflac Japan portfolio to convert
foreign-denominated cash flows to yen, the functional currency of Aflac Japan, in order to minimize cash
flow fluctuations. The Company also uses foreign currency swaps to economically convert certain of its
U.S. dollar-denominated senior note and subordinated debenture principal and interest obligations into
yen-denominated obligations.
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In order to mitigate a portion of volatility risk to investment income, the Company economically hedges
interest rate fluctuations for certain of its variable–rate investments by entering into receive–fixed, pay–floating
interest rate swaps. These derivatives are cleared and settled through a central clearinghouse.
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Derivative Balance Sheet Classification
The tables below summarize the balance sheet classification of the Company's derivative fair value
amounts, as well as the gross asset and liability fair value amounts. The fair value amounts presented do
not include income accruals. The notional amount of derivative contracts represents the basis upon which
pay or receive amounts are calculated and are not reflective of exposure or credit risk.

September 30, 2018 December 31, 2017

(In millions) Asset
Derivatives

Liability
Derivatives

Asset
Derivatives

Liability
Derivatives

Hedge Designation/ Derivative
Type

Notional
Amount Fair Value Fair Value Notional

Amount Fair Value Fair Value

Cash flow hedges:

Foreign currency swaps $75 $ 0 $ (5 ) $75 $ 0 $ (8 )

Total cash flow hedges 75 0 (5 ) 75 0 (8 )

Fair value hedges:

Foreign currency forwards 3,172 0 (67 ) 7,640 2 (221 )

Foreign currency options 9,279 0 (12 ) 7,670 0 (2 )

Total fair value hedges 12,451 0 (79 ) 15,310 2 (223 )

Net investment hedge:

Foreign currency forwards 0 0 0 5 0 0

Foreign currency options 0 0 0 434 12 (1 )

Total net investment hedge 0 0 0 439 12 (1 )

Non-qualifying strategies:

Foreign currency swaps 5,373 302 (202 ) 5,386 296 (189 )

Foreign currency forwards 10,501 128 (210 ) 3,683 20 (53 )

Foreign currency options 373 0 0 770 0 0

Credit default swaps 0 0 0 88 1 0

Interest rate swaps 2,250 0 (1 ) 0 0 0

Total non-qualifying strategies 18,497 430 (413 ) 9,927 317 (242 )

Total derivatives $31,023 $ 430 $ (497 ) $25,751 $ 331 $ (474 )

Balance Sheet Location

Other assets $11,232 $ 430 $ 0 $10,948 $ 331 $ 0

Other liabilities 19,791 0 (497 ) 14,803 0 (474 )

Total derivatives $31,023 $ 430 $ (497 ) $25,751 $ 331 $ (474 )

Cash Flow Hedges
Certain of the Company's consolidated VIEs have foreign currency swaps that qualify for hedge accounting
treatment. For those that have qualified, the Company has designated the derivative as a hedge of the
variability in cash flows of a forecasted transaction or of amounts to be received or paid related to a
recognized asset (“cash flow” hedge). The maximum length of time for which these cash flows are hedged is
eight years. The remaining derivatives in the Company's consolidated VIEs that have not qualified for
hedge accounting are included in “non-qualifying strategies.”
Fair Value Hedges
The Company designates and accounts for certain foreign currency forwards and options as fair value
hedges when they meet the requirements for hedge accounting. These foreign currency forwards and
options hedge the foreign currency exposure of certain U.S. dollar-denominated investments held in Aflac
Japan. The Company recognizes gains and losses on these derivatives and the related hedged items in
current earnings within other gains (losses). The change in the fair value of the foreign currency forwards
related to the changes in the difference between the spot rate and the forward price is excluded from the
assessment of hedge effectiveness. The change in fair value of the foreign currency option related to the
time value of the option is excluded from the assessment of hedge effectiveness.
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The following table presents the gains and losses on derivatives and the related hedged items in fair value
hedges.
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Fair Value Hedging Relationships

(In millions) Hedging Derivatives Hedged
Items

Hedging DerivativesHedged Items
Total
Gains
(Losses)

Gains
(Losses)
Excluded
from
Effectiveness
Testing

Gains
(Losses)
Included in
Effectiveness
Testing

 Gains
(Losses)

Ineffectiveness
Recognized
for Fair
Value
Hedge

Three Months Ended September 30, 2018:
Foreign currency
forwards Fixed maturity securities $(106 ) $ (19 ) $ (87 ) $ 83 $ (4 )

Foreign currency
options Fixed maturity securities (7 ) (7 ) 0 0 0

Nine Months Ended September 30, 2018:
Foreign currency
forwards Fixed maturity securities $93 $ (88 ) $ 181 $ (195 ) $ (14 )

Foreign currency
options Fixed maturity securities (10 ) (10 ) 0 0 0

Three Months Ended September 30, 2017:
Foreign currency
forwards

Fixed maturity and equity
securities $(114 ) $ (53 ) $ (61 ) $ 61 $ 0

Foreign currency
options Fixed maturity securities (14 ) (14 ) 0 0 0

Nine Months Ended September 30, 2017:
Foreign currency
forwards

Fixed maturity and equity
securities $193 $ (151 ) $ 344 $ (326 ) $ 18

Foreign currency
options Fixed maturity securities 3 (8 ) 11 (10 ) 1

Net Investment Hedge

The Company's investment in Aflac Japan is affected by changes in the yen/dollar exchange rate. To
mitigate this exposure, the Parent Company's yen-denominated liabilities (see Note 8) have been
designated as non-derivative hedges and, prior to April 1, 2018, foreign currency forwards and options
have been designated as derivative hedges of the foreign currency exposure of the Company's net
investment in Aflac Japan.

The Company's net investment hedge was effective during the three- and nine-month periods ended
September 30, 2018 and 2017, respectively.
Non-qualifying Strategies
For the Company's derivative instruments in consolidated VIEs that do not qualify for hedge accounting
treatment, all changes in their fair value are reported in current period earnings within realized investment
gains (losses). The amount of gain or loss recognized in earnings for the Company's VIEs is attributable to
the derivatives in those investment structures. While the change in value of the swaps is recorded through
current period earnings, the change in value of the available-for-sale fixed maturity securities associated
with these swaps is recorded through other comprehensive income.
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As of September 30, 2018, the Parent Company had cross-currency interest rate swap agreements related
to its $550 million senior notes due March 2020, $350 million senior notes due February 2022, $700 million
senior notes due June 2023, $750 million senior notes due November 2024 and $450 million senior notes
due March 2025. Changes in the values of these swaps are recorded through current period earnings. For
additional information regarding these swaps, see Note 8 in this report and Note 9 of the Notes to the
Consolidated Financial Statements in the 2017 Annual Report.
The Company uses foreign exchange forwards and options to mitigate the currency risk of some of its U.S.
dollar-denominated loan receivables held within the Aflac Japan segment. The Company has not elected to
apply hedge accounting for these loan receivables due to the change in fair value of the foreign exchange
forwards and the foreign
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currency remeasurement of the loan receivables being recorded through current period earnings, and
generally offsetting each other within realized investment gains (losses).
In order to economically mitigate currency risk of future yen dividends from Aflac Japan while lowering
consolidated hedge costs associated with Aflac Japan's U.S. dollar investment hedging, starting in the first
quarter of 2018, the Parent Company began entering into offsetting hedge positions using foreign
exchange forwards. This activity is reported in the Corporate and other segment.

The Company uses interest rate swaps to economically convert the variable rate investment income to a
fixed rate on certain variable-rate investments.
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Impact of Derivatives and Hedging Instruments

The following table summarizes the impact to realized investment gains (losses) and other comprehensive
income (loss) from all derivatives and hedging instruments.

  Three Months Ended September 30, Nine Months Ended September 30,

2018 2017 2018 2017

(In millions)

Realized
Investment
Gains
(Losses)

Other
Comprehensive
Income
(Loss)(1)

Realized
Investment
Gains
(Losses)

Other
Comprehensive
Income
(Loss)(1)

Realized
Investment
Gains
(Losses)

Other
Comprehensive
Income
(Loss)(1)

Realized
Investment
Gains
(Losses)

Other
Comprehensive
Income
(Loss)(1)

Qualifying
hedges:
  Cash flow
    hedges:
       Foreign
         currency
         swaps

$0 $ (2 ) $0 $ (1 ) $1 $ 2 $0 $ 0

  Total cash flow
    hedges 0 (2 ) 0 (1 ) 1 2 0 0

  Fair value
    hedges:
       Foreign
         currency
         forwards(2)

(23 ) (53 ) (102 ) (133 )

       Foreign
         currency
         options(2)

(7 ) (14 ) (10 ) (7 )

  Total fair value
    hedges (30 ) (67 ) (112 ) (140 )

  Net investment
    hedge:
       Non-
         derivative
         hedging
         instruments

0 36 0 5 0 7 0 (13 )

       Foreign
         currency
         forwards

0 0 0 4 0 0 0 (24 )

       Foreign
         currency
         options

0 0 0 (5 ) 0 (8 ) 0 3

  Total net
    investment
    hedge

0 36 0 4 0 (1 ) 0 (34 )

  Non-qualifying
    strategies:
       Foreign
         currency
         swaps

23 17 51 43

       Foreign
         currency
         forwards

(154 ) 10 (129 ) (46 )

       Foreign
         currency
         options

0 0 0 0

       Interest
         rate
         swaps

(1 ) 0 (1 ) 0

  Total non-
    qualifying
    strategies

(132 ) 27 (79 ) (3 )

          Total $ (162 ) $ 34 $(40 ) $ 3 $(190 ) $ 1 $(143 ) $ (34 )
(1)

Cash flow hedge items are recorded as unrealized gains (losses) on derivatives and net investment hedge items are recorded in the unrealized
foreign currency translation gains (losses) line in the consolidated statement of comprehensive income (loss).
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(2) Impact shown net of effect of hedged items (see Fair Value Hedges section of this Note 4 for further detail)

The Company reclassified an immaterial amount related to its cash flow hedges from accumulated other
comprehensive income (loss) into earnings for the three- and nine-month periods ended September 30,
2018 and 2017.
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There was no gain or loss reclassified from accumulated other comprehensive income (loss) into earnings
related to the net investment hedge for the three- and nine-month periods ended September 30, 2018 and
2017. As of September 30, 2018, deferred gains and losses on derivative instruments recorded in
accumulated other comprehensive income that are expected to be reclassified to earnings during the next
twelve months were immaterial.

Credit Risk Assumed through Derivatives

For the foreign currency and credit default swaps associated with the Company's VIE investments for which
it is the primary beneficiary, the Company bears the risk of loss due to counterparty default even though it
is not a direct counterparty to those contracts.

The Company is a direct counterparty to the foreign currency swaps that it has entered into in connection
with certain of its senior notes and subordinated debentures; foreign currency forwards; and foreign
currency options, and therefore the Company is exposed to credit risk in the event of nonperformance by
the counterparties in those contracts. The risk of counterparty default for the Company's foreign currency
swaps, certain foreign currency forwards, and foreign currency options is mitigated by collateral posting
requirements that counterparties to those transactions must meet.

As of September 30, 2018, there were 15 counterparties to the Company's derivative agreements, with
three comprising 51% of the aggregate notional amount. The counterparties to these derivatives are
financial institutions with the following credit ratings:

September 30, 2018 December 31, 2017

(In millions)

Notional
Amount
of
Derivatives

Asset
Derivatives
Fair Value

Liability
Derivatives
Fair Value

Notional
Amount
of
Derivatives

Asset
Derivatives
Fair Value

Liability
Derivatives
Fair Value

Counterparties' credit rating:
AA $5,207 $ 79 $ (42 ) $4,708 $ 52 $ (37 )
A 25,378 345 (401 ) 20,604 271 (370 )
BBB 438 6 (54 ) 439 8 (67 )
Total $31,023 $ 430 $ (497 ) $25,751 $ 331 $ (474 )

The Company engages in over-the-counter (OTC) bilateral derivative transactions directly with unaffiliated
third parties under International Swaps and Derivatives Association, Inc. (ISDA) agreements and other
documentation. Most of the ISDA agreements also include Credit Support Annexes (CSAs) provisions,
which generally provide for two-way collateral postings at the first dollar of exposure. The Company
mitigates the risk that counterparties to transactions might be unable to fulfill their contractual obligations by
monitoring counterparty credit exposure and collateral value while generally requiring that collateral be
posted at the outset of the transaction. In addition, a significant portion of the derivative transactions have
provisions that give the counterparty the right to terminate the transaction upon a downgrade of Aflac’s
financial strength rating. The actual amount of payments that the Company could be required to make
depends on market conditions, the fair value of outstanding affected transactions, and other factors
prevailing at and after the time of the downgrade.

The Company also engages in OTC cleared derivative transactions through regulated central clearing
counterparties. These positions are marked to market and margined on a daily basis (both initial margin
and variation margin), and the Company has minimal exposure to credit-related losses in the event of
nonperformance by counterparties to these derivatives.
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Collateral posted by the Company to third parties for derivative transactions can generally be repledged or
resold by the counterparties. The aggregate fair value of all derivative instruments with credit-risk-related
contingent features that were in a net liability position by counterparty was approximately $301 million and
$264 million as of September 30, 2018, and December 31, 2017, respectively. If the credit-risk-related
contingent features underlying these agreements had been triggered on September 30, 2018, the
Company estimates that it would be required to post a maximum of $79 million of additional collateral to
these derivative counterparties. The Company is generally allowed to sell or repledge collateral obtained
from its derivative counterparties, although it does not typically exercise such rights. (See the Offsetting
tables below for collateral posted or received as of the reported balance sheet dates.)
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Offsetting of Financial Instruments and Derivatives

Most of the Company's derivative instruments are subject to enforceable master netting arrangements that
provide for the net settlement of all derivative contracts between the Parent Company or Aflac and its
respective counterparty in the event of default or upon the occurrence of certain termination events.
Collateral support agreements with the master netting arrangements generally provide that the Company
will receive or pledge financial collateral at the first dollar of exposure.

The Company has securities lending agreements with unaffiliated financial institutions that post collateral to
the Company in return for the use of its fixed maturity and public equity securities (see Note 3). When the
Company has entered into securities lending agreements with the same counterparty, the agreements
generally provide for net settlement in the event of default by the counterparty. This right of set-off allows
the Company to keep and apply collateral received if the counterparty failed to return the securities
borrowed from the Company as contractually agreed.

The tables below summarize the Company's derivatives and securities lending transactions, and as
reflected in the tables, in accordance with U.S. GAAP, the Company's policy is to not offset these financial
instruments in the Consolidated Balance Sheets.

Offsetting of Financial Assets and Derivative Asset
September 30, 2018

Gross Amounts Not Offset
in Balance Sheet

(In millions)

Gross
Amount
of
Recognized
Assets

Gross
Amount
Offset in
Balance
Sheet

Net
Amount of
Assets
Presented
 in
Balance
Sheet

Financial
Instruments

Securities
Collateral

Cash
Collateral
Received

Net
Amount

Derivative
  assets:
Derivative

      assets subject to a
      master netting
      agreement or
      offsetting
      arrangement
          OTC - bilateral $240 $ 0 $ 240 $(118 ) $ (10 ) $(109 ) $ 3
    Total derivative
      assets subject to a
      master netting
      agreement or
      offsetting
      arrangement

240 0 240 (118 ) (10 ) (109 ) 3

Derivative
      assets not subject
      to a master netting
      agreement or
      offsetting
      arrangement
          OTC - bilateral 190 190 190
    Total derivative
      assets not subject
      to a master netting

190 190 190
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      agreement or
      offsetting
      arrangement
    Total derivative
      assets 430 0 430 (118 ) (10 ) (109 ) 193

Securities lending
   and similar
   arrangements

1,927 0 1,927 0 0 (1,927 ) 0

    Total $2,357 $ 0 $ 2,357 $(118 ) $ (10 ) $(2,036 ) $ 193
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December 31, 2017
Gross Amounts Not Offset
in Balance Sheet

(In millions)

Gross
Amount
of
Recognized
Assets

Gross
Amount
Offset in
Balance
Sheet

Net
Amount of
Assets
Presented
 in
Balance
Sheet

Financial
Instruments

Securities
Collateral

Cash
Collateral
Received

Net
Amount

Derivative
  assets:
Derivative

      assets subject to a
      master netting
      agreement or
      offsetting
      arrangement
          OTC - bilateral $180 $ 0 $ 180 $(82 ) $ 0 $ (98 ) $ 0
    Total derivative
      assets subject to a
      master netting
      agreement or
      offsetting
      arrangement

180 0 180 (82 ) 0 (98 ) 0

Derivative
      assets not subject
      to a master netting
      agreement or
      offsetting
      arrangement
          OTC - bilateral 151 151 151
    Total derivative
      assets not subject
      to a master netting
      agreement or
      offsetting
      arrangement

151 151 151

    Total derivative
      assets 331 0 331 (82 ) 0 (98 ) 151

Securities lending
   and similar
   arrangements

592 0 592 0 0 (592 ) 0

    Total $923 $ 0 $ 923 $(82 ) $ 0 $ (690 ) $ 151
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Offsetting of Financial Liabilities and Derivative Liabilities
September 30, 2018

Gross Amounts Not Offset
in Balance Sheet

(In millions)

Gross
Amount of
Recognized
Liabilities

Gross
Amount
Offset in
Balance
Sheet

Net
Amount of
Liabilities
Presented
 in
Balance
Sheet

Financial
Instruments

Securities
Collateral

Cash
Collateral
Pledged

Net
Amount

Derivative
  liabilities:
Derivative

      liabilities subject
      to a master netting
      agreement or
      offsetting
      arrangement
          OTC - bilateral $(395 ) $ 0 $ (395 ) $118 $ 195 $ 26 $(56 )
          OTC - cleared (1 ) 0 (1 ) 0 0 1 0
    Total derivative
      liabilities subject
      to a master netting
      agreement or
      offsetting
      arrangement

(396 ) 0 (396 ) 118 195 27 (56 )

Derivative
      liabilities not
      subject to a
      master netting
      agreement or
      offsetting
      arrangement
          OTC - bilateral (101 ) (101 ) (101 )
    Total derivative
      liabilities not
      subject to a
      master netting
      agreement or
      offsetting
      arrangement

(101 ) (101 ) (101 )

    Total derivative
      liabilities (497 ) 0 (497 ) 118 195 27 (157 )

Securities lending
   and similar
   arrangements

(1,970 ) 0 (1,970 ) 1,927 0 0 (43 )

    Total $(2,467 ) $ 0 $ (2,467 ) $2,045 $ 195 $ 27 $(200 )
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December 31, 2017
Gross Amounts Not Offset
in Balance Sheet

(In millions)

Gross
Amount of
Recognized
Liabilities

Gross
Amount
Offset in
Balance
Sheet

Net
Amount of
Liabilities
Presented
 in
Balance
Sheet

Financial
Instruments

Securities
Collateral

Cash
Collateral
Pledged

Net
Amount

Derivative
  liabilities:
Derivative

      liabilities subject
      to a master netting
      agreement or
      offsetting
      arrangement
          OTC - bilateral $(346 ) $ 0 $ (346 ) $82 $ 245 $ 10 $(9 )
    Total derivative
      liabilities subject
      to a master netting
      agreement or
      offsetting
      arrangement

(346 ) 0 (346 ) 82 245 10 (9 )

Derivative
      liabilities not
      subject to a
      master netting
      agreement or
      offsetting
      arrangement
          OTC - bilateral (128 ) (128 ) (128 )
    Total derivative
      liabilities not
      subject to a
      master netting
      agreement or
      offsetting
      arrangement

(128 ) (128 ) (128 )

    Total derivative
      liabilities (474 ) 0 (474 ) 82 245 10 (137 )

Securities lending
   and similar
   arrangements

(606 ) 0 (606 ) 592 0 0 (14 )

    Total $(1,080 ) $ 0 $ (1,080 ) $674 $ 245 $ 10 $(151 )

For additional information on the Company's financial instruments, see the accompanying Notes 1, 3 and 5
and Notes 1, 3 and 5 of the Notes to the Consolidated Financial Statements in the 2017 Annual Report.

5.FAIR VALUE MEASUREMENTS

Fair Value Hierarchy

U.S. GAAP specifies a hierarchy of valuation techniques based on whether the inputs to those valuation
techniques are observable or unobservable. These two types of inputs create three valuation hierarchy
levels. Level 1 valuations reflect quoted market prices for identical assets or liabilities in active markets.
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Level 2 valuations reflect quoted market prices for similar assets or liabilities in an active market, quoted
market prices for identical or similar assets or liabilities in non-active markets or model-derived valuations in
which all significant valuation inputs are observable in active markets. Level 3 valuations reflect valuations
in which one or more of the significant inputs are not observable in an active market.
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The following tables present the fair value hierarchy levels of the Company's assets and liabilities that are
measured and carried at fair value on a recurring basis.

September 30, 2018

(In millions)

Quoted
Prices in
Active
Markets
for
Identical
Assets
(Level 1)

Significant
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs
(Level 3)

Total
Fair
Value

Assets:
Securities available for sale, carried at
fair value:
Fixed maturity securities: (1)
Government and agencies $30,888 $ 1,282 $ 0 $32,170
Municipalities 0 1,834 0 1,834
Mortgage- and asset-backed securities 0 161 172 333
Public utilities 0 7,209 104 7,313
Sovereign and supranational 0 1,557 0 1,557
Banks/financial institutions 0 8,916 23 8,939
Other corporate 0 29,959 191 30,150
Total fixed maturity securities 30,888 50,918 490 82,296 (1)

Equity securities (1) 972 71 16 1,059 (1)

Other investments 2 0 0 2
Cash and cash equivalents 3,429 0 0 3,429
Other assets:
Foreign currency swaps 0 112 190 302
Foreign currency forwards 0 128 0 128
Total other assets 0 240 190 430
Total assets $35,291 $ 51,229 $ 696 $87,216
Liabilities:
Other liabilities:
Foreign currency swaps $0 $ 106 $ 101 $207
Foreign currency forwards 0 277 0 277
Foreign currency options 0 12 0 12
Interest rate swaps 0 1 0 1
Total liabilities $0 $ 396 $ 101 $497
(1) Includes perpetual securities
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December 31, 2017

(In millions)

Quoted
Prices in
Active
Markets
for
Identical
Assets
(Level 1)

Significant
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs
(Level 3)

Total
Fair
Value

Assets:
Securities available for sale, carried at
fair value:
Fixed maturity securities: (1)
Government and agencies $30,109 $ 1,121 $ 0 $31,230
Municipalities 0 1,370 0 1,370
Mortgage- and asset-backed securities 0 269 175 444
Public utilities 0 7,886 68 7,954
Sovereign and supranational 0 1,909 0 1,909
Banks/financial institutions 0 8,908 25 8,933
Other corporate 0 32,327 146 32,473
Total fixed maturity securities 30,109 53,790 414 84,313 (1)

Equity securities 1,001 6 16 1,023
Other investments 57 0 0 57
Cash and cash equivalents 3,491 0 0 3,491
Other assets:
Foreign currency swaps 0 146 150 296
Foreign currency forwards 0 22 0 22
Foreign currency options 0 12 0 12
Credit default swaps 0 0 1 1
Total other assets 0 180 151 331
Total assets $34,658 $ 53,976 $ 581 $89,215
Liabilities:
Other liabilities:
Foreign currency swaps $0 $ 69 $ 128 $197
Foreign currency forwards 0 274 0 274
Foreign currency options 0 3 0 3
Total liabilities $0 $ 346 $ 128 $474

(1) Includes perpetual securities
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The following tables present the carrying amount and fair value categorized by fair value hierarchy level for
the Company's financial instruments that are not carried at fair value.

September 30, 2018

(In millions)
Carrying
Value

Quoted
Prices in
Active
Markets
for
Identical
Assets
(Level 1)

Significant
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs
(Level 3)

Total
Fair
Value

Assets:
Securities held to maturity,
carried at amortized cost:
  Fixed maturity securities:
Government and agencies $21,224 $25,868 $ 8 $ 0 $25,876
Municipalities 353 0 450 0 450
Mortgage and asset-backed
securities 14 0 0 15 15

Public utilities 3,150 0 3,451 0 3,451
Sovereign and
supranational 1,516 0 1,792 0 1,792

Banks/financial institutions 1,491 0 1,643 0 1,643
Other corporate 2,673 0 3,023 0 3,023
Other investments (1) 6,542 0 25 6,494 6,519
 Total assets $36,963 $25,868 $ 10,392 $ 6,509 $42,769
Liabilities:
Other policyholders’ funds $6,974 $0 $ 0 $ 6,896 $6,896
Notes payable
(excluding capital leases) 5,264 0 5,066 263 5,329

Total liabilities $12,238 $0 $ 5,066 $ 7,159 $12,225
(1) Excludes policy loans of $223 and equity method investments of $242, at carrying value
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December 31, 2017

(In millions)
Carrying
Value

Quoted
Prices in
Active
Markets
for
Identical
Assets
(Level 1)

Significant
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs
(Level 3)

Total
Fair
Value

Assets:
Securities held to maturity,
carried at amortized cost:
  Fixed maturity securities:
Government and agencies $21,331 $26,491 $ 0 $ 0 $26,491
Municipalities 357 0 462 0 462
Mortgage and asset-backed
securities 26 0 8 19 27

Public utilities 3,300 0 3,698 0 3,698
Sovereign and
supranational 1,523 0 1,835 0 1,835

Banks/financial institutions 2,206 0 2,387 0 2,387
Other corporate 2,687 0 3,172 0 3,172
Other investments (1) 3,017 0 15 2,987 3,002
  Total assets $34,447 $26,491 $ 11,577 $ 3,006 $41,074
Liabilities:
Other policyholders’ funds $6,939 $0 $ 0 $ 6,841 $6,841
Notes payable
(excluding capital leases) 5,267 0 5,288 265 5,553

Total liabilities $12,206 $0 $ 5,288 $
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