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Overview 

 MetLife is our strongest conviction buy in the insurance space, bolstered by the SIFI removal 
ruling. 

 On March 30, federal Judge Rosemary Collyer rescinded MetLife’s designation as systemically 
important (SIFI), or “too big to fail,” and thus removed the higher capital requirements and 
regulatory burdens that come with the label. 

 Judge Collyer called the regulator’s labeling decision arbitrary and not fact-based. It was also 
based on a faulty process where the same panel that made the decision heard and denied 
MetLife’s appeal, essentially serving as judge, jury and executioner. 

 On March 10, we reiterated our Buy rating and cited the SIFI removal as a catalyst. The shares 
jumped 5.4% on the ruling on Wednesday and are up 5% since our March 10 report. We think 
the SIFI removal will be a long-term value driver as capital deployed is freed up. 

 
Thesis 

 We see low/mid-$40s as attractive entry point given steep valuation discount. The shares are 
down about 9% since January, which reflected uncertainty over the tentative retail spinoff, the 
related suspension of their share buyback and the SIFI designation.  

 MetLife plans to split its retail business via a sale, IPO or spinoff. We believe that the deal, which 
is expected to close in 2H16, will pave the way for a share repurchase program which could be a 
catalyst. 

 MetLife also has a record of steady dividend growth, with a current yield of about 3.4%.  
 
 
 
 
 
 



Now what? 

 Implications for other firms: PRU, AIG, GE 
o GE filed to have the SIFI label removed, saying it has shrunk its finance unit, GE Capital, 

which had once made up half of its parent’s profits. 
o Prudential’s CEO seems to be just fine with the designation. So we don’t expect the 

company to fight the label just yet. 
o AIG’s CEO has also defended the SIFI label, saying it didn’t overly increase regulatory 

costs or burdens. Activist shareholders feel otherwise and Icahn and Paulson recently 
gained board seats. Their intent is to break up the company, make it smaller and 
remove the label. They also wouldn’t mind a new CEO. 

 It’s not over. We expect the FSOC to appeal, as a spokesman said, “We disagree and will defend 
the designation vigorously.” The next stop would be the federal court of appeals and then the 
Supreme Court. So the ruling removes the SIFI overhang – but it doesn’t. 

 
Earnings and Growth 

 Our EPS estimates are for $5.67 in 2016 and $6.07 in 2017, representing YoY growth of 26% and 
8%, respectively. Our long-term growth rate estimate is 7%. Our estimate for 1Q16 EPS is $1.39 
per share, $0.01 below consensus. 

 Valuation: Shares trading at a discount P/E and price/book, and a higher yield than peers. 
o P/E: 7.4x vs. 9.2x for peers. 
o P/B: 0.7x vs. 1.1x for peers. 
o Yield: 3.4% vs 2.6% for peers. 
o We believe MetLife, as the industry leader, warrants a higher multiple.  

 Target price of $54 implies peer 9.5x multiple. 

 Risks: low rates, weak markets, strong USD. 

 We see a 22% upside + 3.4% yield = 25% total return. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

 
DISCLAIMER 
This Note reflects the current thinking of an Argus analyst anticipating or responding to corporate 
earnings reports or other news relevant to covered companies. This Note may be an initial, real-time 
response to developments that are expected to impact stocks under coverage; as such, it does not 
imply that the information in it is correct as of any time after its preparation or that there has been no 
change in the business, financial condition, prospects, creditworthiness or status of a covered 
company. The views or opinions expressed in this Note are subject to change pending further analysis. 
This Note is produced and copyrighted by Argus, and any unauthorized use, duplication, redistribution 
or disclosure is prohibited by law and can result in prosecution. The opinions and information 
contained herein have been obtained or derived from sources believed to be reliable, but Argus 
makes no representation as to their timeliness, accuracy or completeness or for their fitness for any 
particular purpose. This Note is not an offer to sell or a solicitation of an offer to buy any security. The 
information presented in this Note is for general information only and does not specifically address 
individual investment objectives, financial situations or the particular needs of any specific person 
who may receive this Note. Investing in any security or investment strategies discussed may not be 
suitable for you and it is recommended that you consult an independent investment advisor. Nothing 
in this Note constitutes individual investment, legal or tax advice. Argus may issue or may have issued 
other reports that are inconsistent with or may reach different conclusions and opinions than those 
represented in this Note, and all opinions are reflective of judgments made on the original date of 
publication. Those reports may reflect the different assumptions, views and analytical methods of the 
analysts who prepared them and Argus is under no obligation to ensure that other reports are 
brought to the attention of any recipient of this Note or to update or keep current the information 
contained in other reports so that such information is consistent with, or not contrary to, the 
information contained in this Note. Argus Research is an independent investment research provider 
and is not a member of the FINRA or the SIPC. Argus Research is not a registered broker dealer and 
does not have investment banking operations. None of our research is attributable to Argus Investors’ 
Counsel, a registered investment adviser and the asset management arm of Argus Research. Argus 
shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all 
recipients of this report as customers simply by virtue of their receipt of this material. Investments 
involve risk and an investor may incur either profits or losses. Past performance should not be taken 
as an indication or guarantee of future performance. Argus has provided independent research since 
1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this 
report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of 
covered companies, or may own more than one percent of a covered company’s stock. 
 

 


