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FORM 10-Q

x  QUARTERLY REPORT PURSUANT TO SECTION 13
OR 15(d) OF

THE SECURITIES EXCHANGE ACT OF 1934

FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2009

OR

o  TRANSITION REPORT PURSUANT TO SECTION 13
OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

Commission file number 1-11840

THE ALLSTATE CORPORATION
(Exact name of registrant as specified in its charter)

Delaware 36-3871531
(State of Incorporation) (I.R.S. Employer Identification Number)

2775 Sanders Road, Northbrook, Illinois 60062
(Address of principal executive offices) (Zip Code)

Registrant�s telephone number, including area code:  (847) 402-5000

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days.  

Yes  x  No  o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter)
during the preceding 12 months (or for such shorter period that the registrant was required to submit and post
such files). 

Yes  o  No  o
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller
reporting company.  See the definitions of �large accelerated filer,�  �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the
Exchange Act.

Large accelerated filer
x

Accelerated filer
o

Non-accelerated filer
o

Smaller reporting company
o

(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). 

Yes  o  No  x

As of April 30, 2009, the registrant had 536,363,853 common shares, $.01 par value, outstanding.
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Three Months Ended
March 31,

($ in millions, except per share data) 2009 2008
(unaudited)

Revenues
Property-liability insurance premiums earned $ 6,582 $ 6,764
Life and annuity premiums and contract charges 484 452
Net investment income 1,176 1,526
Realized capital gains and losses (359) (655)

7,883 8,087
Costs and expenses
Property-liability insurance claims and claims expense 4,720 4,676
Life and annuity contract benefits 387 397
Interest credited to contractholder funds 579 624
Amortization of deferred policy acquisition costs 1,397 1,075
Operating costs and expenses 801 792
Restructuring and related charges 45 (1)
Interest expense 88 88

8,017 7,651

Gain (loss) on disposition of operations 3 (9)

(Loss) income from operations before income tax expense (131) 427

Income tax expense 143 79

Net (loss) income $ (274) $ 348

Earnings per share:

Net (loss) income per share - Basic $ (0.51) $ 0.62

Weighted average shares - Basic 538.9 560.8

Net (loss) income per share - Diluted $ (0.51) $ 0.62

Weighted average shares - Diluted 538.9 562.8

Cash dividends declared per share $ 0.20 $ 0.41

See notes to condensed consolidated financial statements.
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THE ALLSTATE CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

March 31, December 31,
($ in millions, except par value data) 2009 2008

(unaudited)
Assets
Investments
Fixed income securities, at fair value (amortized cost $77,322 and $77,104) $ 68,438 $ 68,608
Equity securities, at fair value (cost $2,947 and $3,137) 2,410 2,805
Mortgage loans 9,710 10,229
Limited partnership interests 2,482 2,791
Short-term, at fair value (amortized cost $8,124 and $8,903) 8,125 8,906
Other 2,708 2,659
Total investments 93,873 95,998
Cash 837 415
Premium installment receivables, net 4,766 4,842
Deferred policy acquisition costs 8,379 8,542
Reinsurance recoverables, net 6,651 6,403
Accrued investment income 906 884
Deferred income taxes 3,486 3,794
Property and equipment, net 1,044 1,059
Goodwill 874 874
Other assets 2,180 3,748
Separate Accounts 7,375 8,239
Total assets $ 130,371 $ 134,798

Liabilities
Reserve for property-liability insurance claims and claims expense $ 19,124 $ 19,456
Reserve for life-contingent contract benefits 12,669 12,881
Contractholder funds 56,621 58,413
Unearned premiums 9,685 10,024
Claim payments outstanding 629 790
Other liabilities and accrued expenses 6,338 6,663
Long-term debt 5,659 5,659
Separate Accounts 7,375 8,239
Total liabilities 118,100 122,125

Commitments and Contingent Liabilities (Note 9)
Equity
Preferred stock, $1 par value, 25 million shares authorized, none issued � �
Common stock, $.01 par value, 2.0 billion shares authorized and 900 million issued, 536
million and 536 million shares outstanding 9 9
Additional capital paid-in 3,129 3,130
Retained income 29,825 30,207
Deferred ESOP expense (46) (49)
Treasury stock, at cost (364 million and 364 million shares) (15,836) (15,855)
Accumulated other comprehensive income:
Unrealized net capital gains and losses (3,767) (3,738)
Unrealized foreign currency translation adjustments (3) 5
Unrecognized pension and other postretirement benefit cost (1,069) (1,068)
Total accumulated other comprehensive loss (4,839) (4,801)
Total shareholders� equity 12,242 12,641
Noncontrolling interest 29 32
Total equity 12,271 12,673
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Total liabilities and equity $ 130,371 $ 134,798

See notes to condensed consolidated financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Three Months Ended
March 31,

($ in millions) 2009 2008
(unaudited)

Cash flows from operating activities
Net (loss) income $ (274) $ 348
Adjustments to reconcile net (loss) income to net cash provided by operating activities:
Depreciation, amortization and other non-cash items (74) (59)
Realized capital gains and losses 359 655
(Gain) loss on disposition of operations (3) 9
Interest credited to contractholder funds 579 624
Changes in:
Policy benefits and other insurance reserves (244) 8
Unearned premiums (330) (281)
Deferred policy acquisition costs 381 (36)
Premium installment receivables, net 71 19
Reinsurance recoverables, net (81) (38)
Income taxes 1,443 47
Other operating assets and liabilities (305) (176)
Net cash provided by operating activities 1,522 1,120
Cash flows from investing activities
Proceeds from sales
Fixed income securities 4,483 8,012
Equity securities 1,872 3,252
Limited partnership interests 154 114
Mortgage loans 12 �
Other investments 16 96
Investment collections
Fixed income securities 1,203 1,062
Mortgage loans 472 135
Other investments 31 26
Investment purchases
Fixed income securities (5,425) (5,274)
Equity securities (1,933) (2,906)
Limited partnership interests (144) (333)
Mortgage loans (10) (345)
Other investments � (21)
Change in short-term investments, net 707 (3,430)
Change in other investments, net (48) (226)
Disposition of operations 12 �
Purchases of property and equipment, net (53) (52)
Net cash provided by investing activities 1,349 110
Cash flows from financing activities
Change in short-term debt, net � 2
Contractholder fund deposits 1,298 2,824
Contractholder fund withdrawals (3,577) (3,503)
Dividends paid (220) (216)
Treasury stock purchases (3) (431)
Shares reissued under equity incentive plans, net � 4
Excess tax benefits on share-based payment arrangements (6) 1
Other 59 37
Net cash used in financing activities (2,449) (1,282)
Net increase (decrease) in cash 422 (52)
Cash at beginning of period 415 422
Cash at end of period $ 837 $ 370

See notes to condensed consolidated financial statements.
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THE ALLSTATE CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1.  General

Basis of presentation

The accompanying condensed consolidated financial statements include the accounts of The Allstate Corporation and its wholly owned
subsidiaries, primarily Allstate Insurance Company (�AIC�), a property-liability insurance company with various property-liability and life and
investment subsidiaries, including Allstate Life Insurance Company (�ALIC�) (collectively referred to as the �Company� or �Allstate�).

The condensed consolidated financial statements and notes as of March 31, 2009, and for the three-month periods ended March 31, 2009 and
2008 are unaudited.  The condensed consolidated financial statements reflect all adjustments (consisting only of normal recurring accruals),
which are, in the opinion of management, necessary for the fair presentation of the financial position, results of operations and cash flows for the
interim periods.  These condensed consolidated financial statements and notes should be read in conjunction with the consolidated financial
statements and notes thereto included in the Company�s Annual Report on Form 10-K for the year ended December 31, 2008.  The results of
operations for the interim periods should not be considered indicative of results to be expected for the full year.

To conform to the 2009 presentation, certain amounts in the prior year condensed consolidated financial statements and notes have been
reclassified.

Adopted accounting standards

Statement of Financial Accounting Standards No. 157, Fair Value Measurements (�SFAS No. 157�)

In September 2006, the Financial Accounting Standards Board (�FASB�) issued SFAS No. 157, which redefines fair value as the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date,
establishes a framework for measuring fair value in accounting principles generally accepted in the United States of America (�GAAP�), and
expands disclosures about fair value measurements.  SFAS No. 157 establishes a three-level hierarchy for fair value measurements based upon
the nature of the inputs to the valuation of an asset or liability.  SFAS No. 157 applies where other accounting pronouncements require or permit
fair value measurements.  In February 2008, the FASB issued FASB Staff Position No. FAS 157-2, �Effective Date of FASB Statement No. 157�
(�FSP FAS 157-2�), which permits the deferral of the effective date of SFAS No. 157 to fiscal years beginning after November 15, 2008 for all
non-financial assets and liabilities, except those that are recognized or disclosed at fair value in the financial statements on a recurring basis. 
The Company adopted the provisions of SFAS No. 157 for financial assets and financial liabilities recognized or disclosed at fair value on a
recurring or non-recurring basis as of January 1, 2008.  Consistent with the provisions of FSP FAS 157-2, the Company adopted SFAS No. 157
for non-financial assets and liabilities measured at fair value on a non-recurring basis on January 1, 2009.  In October 2008, the FASB issued
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FASB Staff Position No. FAS 157-3, �Determining the Fair Value of a Financial Asset When the Market for That Asset Is Not Active� (�FSP
FAS 157-3�), which clarifies the application of SFAS No. 157 in a market that is not active.  The Company adopted the provisions of FSP
FAS 157-3 as of September 30, 2008.  The adoption of SFAS No. 157 and FSP FAS 157-3 did not have a material effect on the Company�s
results of operations or financial position (see Note 4).

SFAS No. 141(R), Business Combinations (�SFAS No. 141R�)

In December 2007, the FASB issued SFAS No. 141R which replaces SFAS No. 141, �Business Combinations� (�SFAS No. 141�).  In April 2009,
the FASB issued FSP No. FAS 141(R)-1, �Accounting for Assets Acquired and Liabilities Assumed in a Business Combination That Arise from
Contingencies� (�FSP FAS 141(R)-1�), which clarifies SFAS No. 141R by addressing application issues raised by preparers, auditors and the legal
profession.  Among other things, SFAS No. 141R and the related FSP broaden the scope of SFAS No. 141 to include all transactions where an
acquirer obtains control of one or more other businesses; retains the guidance to recognize intangible assets separately from goodwill; requires,
with limited exceptions, that all assets acquired and liabilities assumed, including certain of those that arise from contingencies, be measured at
their acquisition date fair values; requires most acquisition and restructuring-related costs to be expensed as incurred; requires that step
acquisitions, once control is acquired, be recorded at the full amounts of the fair values of the identifiable assets, liabilities and the
noncontrolling interest in the acquiree; and replaces the reduction of asset values and recognition of negative goodwill with a requirement to
recognize a gain in earnings.  The provisions of SFAS No. 141R and FSP FAS 141(R)-1 are effective for fiscal years beginning after
December 15, 2008 and are to be applied prospectively only.  Early adoption is

4
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THE ALLSTATE CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

not permitted. The Company will apply the provisions of SFAS No. 141R to any business combinations effective subsequent to January 1, 2009.

SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements - an amendment of ARB No. 51 (�SFAS No. 160�)

In December 2007, the FASB issued SFAS No. 160 which clarifies that a noncontrolling interest in a subsidiary is that portion of the subsidiary�s
equity that is attributable to owners of the subsidiary other than its parent or parent�s affiliates.  Noncontrolling interests are required to be
reported as equity in the consolidated financial statements and as such net income will include amounts attributable to both the parent and the
noncontrolling interest with disclosure of the amounts attributable to each on the face of the consolidated statements of operations if material. 
SFAS No. 160 requires that all changes in a parent�s ownership interest in a subsidiary when control of the subsidiary is retained, be accounted
for as equity transactions.  In contrast, when control over a subsidiary is relinquished and the subsidiary is deconsolidated, SFAS No. 160
requires a parent to recognize a gain or loss in net income as well as provide certain associated expanded disclosures.  SFAS No. 160 is effective
as of the beginning of a reporting entity�s first fiscal year beginning after December 15, 2008.  SFAS No. 160 requires prospective application as
of the beginning of the fiscal year in which the standard is initially applied, except for the presentation and disclosure requirements which are to
be applied retrospectively for all periods presented.  The adoption of SFAS No. 160 resulted in $32 million of noncontrolling interest being
reclassified from total liabilities to total equity on the December 31, 2008 Condensed Consolidated Statement of Financial Position presented. 
The adoption did not have a material effect on the Company�s results of operations.

SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities - an amendment of FASB Statement No. 133 (�SFAS No. 161�)

In March 2008, the FASB issued SFAS No. 161, which amends and expands the disclosure requirements for derivatives currently accounted for
in accordance with SFAS No. 133, �Accounting for Derivative Instruments and Hedging Activities� (�SFAS No. 133�).  The new disclosures are
designed to enhance the understanding of how and why an entity uses derivative instruments and how derivative instruments affect an entity�s
financial position, results of operations, and cash flows.  The standard requires, on a quarterly basis, quantitative disclosures about the potential
cash outflows associated with the triggering of credit-risk-contingent features, if any; tabular disclosures about the classification and fair value
amounts of derivative instruments reported in the statement of financial position; disclosure of the location and amount of gains and losses on
derivative instruments reported in the statement of operations; and qualitative information about how and why an entity uses derivative
instruments and how derivative instruments and related hedged items affect the entity�s financial statements.  SFAS No. 161 is effective for fiscal
periods beginning after November 15, 2008, and is to be applied on a prospective basis only.  SFAS No. 161 affects disclosures and therefore
implementation had no impact on the Company�s results of operations or financial position (see Note 5).

Securities and Exchange Commission (�SEC�) Staff Accounting Bulletin No. 109, Written Loan Commitments That are Recorded At Fair Value
Through Earnings (�SAB 109�)

In October 2007, the SEC issued SAB 109, a replacement of SAB 105, �Application of Accounting Principles to Loan Commitments�.  SAB 109
is applicable to both loan commitments accounted for under SFAS No. 133, and other loan commitments for which the issuer elects fair value
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accounting under SFAS No. 159, �The Fair Value Option for Financial Assets and Financial Liabilities�.  SAB 109 states that the expected net
future cash flows related to the servicing of a loan should be included in the fair value measurement of a loan commitment accounted for at fair
value through earnings.  The expected net future cash flows associated with loan servicing should be determined in accordance with the
guidance in SFAS No. 140, �Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities�, as amended by
SFAS No. 156, �Accounting for Servicing of Financial Assets�.  SAB 109 should be applied on a prospective basis to loan commitments
accounted for under SFAS No. 133 that were issued or modified in fiscal quarters beginning after December 15, 2007.  Earlier adoption was not
permitted.  The adoption of SAB 109 did not have a material impact on the Company�s results of operations or financial position.

SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities - Including an amendment of FASB Statement No. 115
(�SFAS No. 159�)

In February 2007, the FASB issued SFAS No. 159 which provides reporting entities, on an ongoing basis, an option to report selected financial
assets, including investment securities, and financial liabilities, including most insurance contracts, at fair value through earnings.  SFAS
No. 159 establishes presentation and disclosure requirements

5
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THE ALLSTATE CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

designed to facilitate comparisons between companies that choose different measurement alternatives for similar types of financial assets and
liabilities.  The standard also requires additional information to aid financial statement users� understanding of the impacts of a reporting entity�s
decision to use fair value on its earnings and requires entities to display, on the face of the statement of financial position, the fair value of those
assets and liabilities for which the reporting entity has chosen to measure at fair value.  SFAS No. 159 was effective as of the beginning of a
reporting entity�s first fiscal year beginning after November 15, 2007.  The Company did not apply the fair value option to any existing financial
assets or liabilities as of January 1, 2008 and did not elect to apply the option prospectively to any financial assets or liabilities acquired
subsequent to the effective date.  Consequently, the adoption of SFAS No. 159 had no impact on the Company�s results of operations or financial
position.

FSP No. FIN 39-1, Amendment of FASB Interpretation No. 39 (�FSP FIN 39-1�)

In April 2007, the FASB issued FSP FIN 39-1, which amends FASB Interpretation No. 39, �Offsetting of Amounts Related to Certain Contracts�. 
FSP FIN 39-1 replaces the terms �conditional contracts� and �exchange contracts� with the term �derivative instruments� and requires a reporting
entity to offset fair value amounts recognized for the right to reclaim cash collateral or the obligation to return cash collateral against fair value
amounts recognized for derivative instruments executed with the same counterparty under the same master netting arrangement that have been
offset in the statement of financial position.  FSP FIN 39-1 was effective for fiscal years beginning after November 15, 2007, with early adoption
permitted.  The adoption of FSP FIN 39-1 did not have a material impact on the Company�s results of operations or financial position.

SFAS No. 158, Employers� Accounting for Defined Benefit Pension and Other Postretirement Plans, an amendment of FASB Statements No. 87,
88, 106 and 132(R) (�SFAS No. 158�)

SFAS No. 158 required, as of December 31, 2006 for calendar year-end companies, recognition in the statements of financial position of the
over or underfunded status of defined pension and other postretirement plans, measured as the difference between the fair value of plan assets
and the projected benefit obligation (�PBO�) for pension plans and the accumulated postretirement benefit obligation (�APBO�) for other
postretirement benefit plans.  This effectively required the recognition of all previously unrecognized actuarial gains and losses and prior service
costs as a component of accumulated other comprehensive income, net of tax, at the date of adoption.  In addition, SFAS No. 158 required, on a
prospective basis, that the actuarial gains and losses and prior service costs and credits that arise during any reporting period, but are not
recognized as components of net periodic benefit cost, be recognized as a component of other comprehensive income (�OCI�) and that disclosure
in the notes to the financial statements include the anticipated impact on the net periodic benefit cost of the actuarial gains and losses and the
prior service costs and credits previously deferred and recognized, net of tax, as a component of OCI.  The Company adopted the funded status
provisions of SFAS No. 158 as of December 31, 2006.  The impact on the Consolidated Statements of Financial Position of adopting SFAS
No. 158, including the inter-related impact to the minimum pension liability, was a decrease in shareholders� equity of $1.11 billion.

In addition to the impacts of reporting the funded status of pension and other postretirement benefit plans and the related additional disclosures,
SFAS No. 158 required reporting entities to conform plan measurement dates with the fiscal year-end reporting date.  The effective date of the
guidance relating to the measurement date of the plans is for years ending after December 15, 2008.  The Company remeasured its plans as of
January 1, 2008 to transition to a December 31 measurement date in 2008.  As a result, the Company recorded a decrease of $13 million, net of
tax, to beginning retained income in 2008 representing the net periodic benefit cost for the period between October 31, 2007 and December 31,
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2007 and a decrease of $80 million, net of tax, to beginning accumulated other comprehensive income in 2008 to reflect changes in the fair value
of plan assets and the benefit obligations between October 31, 2007 and January 1, 2008, and for amortization of actuarial gains and losses and
prior service cost between October 31, 2007 and December 31, 2007.

FSP No. FAS 133-1 and FIN 45-4, Disclosures about Credit Derivatives and Certain Guarantees: An Amendment of FASB Statement No. 133
and FASB Interpretation No. 45; and Clarification of the Effective Date of FASB Statement No. 161 (�FSP FAS 133-1 and FIN 45-4�)

In September 2008, the FASB issued FSP FAS 133-1 and FIN 45-4, which amends SFAS No. 133 �Accounting for Derivative Instruments and
Hedging Activities� (�SFAS No. 133�), and FIN 45, �Guarantor�s Accounting and Disclosure Requirements for Guarantees, Including Indirect
Guarantees of Indebtedness of Others� (�FIN 45�), to both enhance and synchronize the disclosure requirements of the two statements with respect
to the potential for adverse

6
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THE ALLSTATE CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

effects of changes in credit risk on the financial statements of the sellers of credit derivatives and certain guarantees.  SFAS No. 133 was
amended to require disclosures by sellers of credit derivatives, including credit derivatives embedded in a hybrid instrument.  FIN 45 was
amended to require an additional disclosure about the current status of the payment/performance risk of a guarantee.  The FSP clarifies the
FASB�s intent that the disclosures required by SFAS No. 161 should be provided for any reporting period (annual or quarterly interim) beginning
after November 15, 2008.  The provisions of this FASB staff position that amend SFAS No. 133 and FIN 45 are effective for reporting periods
ending after November 15, 2008, and the provisions that clarify the effective date of SFAS No. 161 are effective upon the adoption of that
statement; therefore, the disclosure requirements, which have no impact to the Company�s results of operations or financial position, were
adopted at December 31, 2008.

FSP No. FAS 140-4 and FIN 46(R)-8, Disclosures by Public Entities (Enterprises) about Transfers of Financial Assets and Interests in Variable
Interest Entities (�FSP FAS 140-4 and FIN 46(R)-8�)

In December 2008, the FASB issued FSP FAS 140-4 and FIN 46(R)-8, which amends SFAS No. 140 �Accounting for Transfers and Servicing of
Financial Assets and Extinguishments of Liabilities� (�SFAS No. 140�), to require additional disclosures about transfers of financial assets and
FIN 46, �Consolidation of Variable Interest Entities� (�FIN 46�), to require additional disclosures about variable interest entities for both public
enterprises and sponsors that have a variable interest in a variable interest entity.  The disclosures required are intended to provide greater
transparency to financial statement users about a transferor�s continuing involvement with transferred financial assets and an enterprise�s
involvement with variable interest entities and qualifying special purpose entities.  The provisions of this FASB staff position are effective for
reporting periods ending after November 15, 2008; therefore, the disclosure requirements, which did not impact the Company�s results of
operations or financial position, were adopted at December 31, 2008.

FSP No. EITF 99-20-1, Amendments to the Impairment Guidance of EITF Issue No. 99-20 (�FSP EITF 99-20-1�)

In January 2009, the FASB issued FSP EITF 99-20-1, which amends FASB Emerging Issues Task Force (�EITF�) No. 99-20 �Recognition of
Interest Income and Impairment on Purchased Beneficial Interest and Beneficial Interests That Continue to Be Held by a Transferor or in
Securitized Financial Assets,� (�EITF 99-20�), to align the impairment guidance in EITF No. 99-20 with the impairment guidance and related
implementation guidance in SFAS No. 115 �Accounting for Certain Investments in Debt and Equity Securities�.  The provisions of this FASB
staff position are effective for reporting periods ending after December 15, 2008.  The adoption of FSP EITF 99-20-1 did not have a material
effect on the results of operations or financial position of the Company.

FSP No. EITF 03-6-1, Determining Whether Instruments Granted in Share-Based Payment Transactions Are Participating Securities (�FSP
EITF 03-6-1�)

In June 2008, the FASB issued FSP EITF 03-6-1, clarifying that non-forfeitable instruments granted in share-based payment transactions are
participating securities prior to vesting and, therefore, need to be included in the earnings allocation in computing earnings per share under the
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two-class method described in paragraphs 60 and 61 of FASB Statement No. 128, �Earnings Per Share�.  The two-class method is an earnings
allocation formula that treats participating securities as having the same rights to earnings as available to common shareholders.  The provisions
of this FASB staff position are effective for reporting periods ending after December 15, 2008.  The adoption of FSP EITF 03-6-1 impacted
previously reported basic and diluted earnings per share amounts as follows: changed from $(1.71) to $(1.70) for the three months ended
September 30, 2008, changed from $(2.11) to $(2.10) for the three months ended December 31, 2008, and changed from $(3.07) to $(3.06) for
the year ended December 31, 2008.  The basic and diluted earnings per share amounts for other 2008 periods were unchanged.

Pending accounting standards

FSP No. FAS 132(R)-1, Employers� Disclosures about Postretirement Benefit Plan Assets (�FSP FAS 132(R)-1�)

In January 2009, the FASB issued FSP FAS 132(R)-1 which amends SFAS No. 132(R) �Employers� Disclosures about Pensions and Other
Postretirement Benefits� to provide guidance on an employer�s disclosures about plan assets of a defined benefit pension or other postretirement
plan.  Since plan assets measured at fair value are reported net of benefit obligations in an employer�s statements of financial position, the
disclosures are intended to increase transparency surrounding the types of assets and associated risks in the benefit plans.  FSP FAS 132(R)-1
requires companies to disclose information about how investment allocation decisions are made in the plans, the fair value of each major
category of plan assets at each annual reporting date for each plan separately, information that would enable
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users to assess the assumptions and valuation techniques used in the development of the fair value measurements at the reporting date, and
information that provides an understanding of significant concentrations of risk in plan assets.  FSP FAS 132(R)-1 is effective for fiscal years
ending after December 15, 2009.  The disclosures are not required for earlier periods that are presented for comparative purposes and earlier
application is permitted.  FSP FAS 132(R)-1 affects disclosures and therefore implementation will not impact the Company�s results of
operations or financial position.

FSP No. FAS 115-2 and FAS 124-2, Recognition and Presentation of Other-Than-Temporary Impairments (�FSP FAS 115-2 and FAS 124-2�)

In April 2009, the FASB issued FSP FAS 115-2 and FAS 124-2 which amends SFAS No. 115 and SFAS No. 124 �Accounting for Certain
Investments Held by Not-for-Profit Organizations�, to provide recognition guidance for debt securities classified as available-for-sale and
held-to-maturity and subject to other-than-temporary impairment (�OTTI�) guidance.  If the fair value of a debt security is less than its amortized
cost basis at the reporting date, an entity shall assess whether the impairment is an OTTI.  FSP FAS 115-2 and FAS 124-2 defines the situations
under which an OTTI should be considered to have occurred.  When an entity intends to sell the security or more likely than not it will be
required to sell the security before recovery of its amortized cost basis, an OTTI is recognized in earnings.  When the entity does not expect to
recover the entire amortized cost basis of the security even if it does not intend to sell the security, the entity must consider a number of factors
and use its best estimate of the present value of cash flows expected to be collected from the debt security in order to determine whether a credit
loss exists, and the period over which the debt security is expected to recover.  The amount of total OTTI related to the credit loss shall be
recognized in earnings while the amount of the total OTTI related to other factors shall be recognized in other comprehensive income.  Both the
statement of operations and the statement of accumulated other comprehensive income are required to display the OTTI related to credit losses
and the OTTI related to other factors on the face of each statement.

FSP FAS 115-2 and FAS 124-2 expands the disclosure requirements of SFAS No. 115 (for both debt and equity securities) and requires a more
detailed, risk-oriented breakdown of security types and related information, and requires the annual disclosures to be made for interim periods. 
In addition, new disclosures are required to help users of financial statements understand the significant inputs used in determining a credit loss
as well as a rollforward of that amount each period.  FSP FAS 115-2 and FAS 124-2 is effective for interim periods ending after June 15, 2009
with early adoption permitted in conjunction with the early adoption of FSP No. FAS 157-4, �Determining Fair Value When the Volume and
Level of Activity for the Asset or Liability Have Significantly Decreased and Identifying Transactions That Are Not Orderly� (�FSP FAS 157-4�). 
The disclosures are not required for earlier periods presented for comparative purposes.  FSP FAS 115-2 and FSP 124-2 shall be applied to
existing and new investments held by an entity as of the beginning of the interim period in which it is adopted.  A cumulative effect adjustment
to the opening balance of retained earnings will be recognized for debt securities with an existing OTTI at the beginning of the interim period in
which the FSP is adopted.  The Company will adopt the provisions of FSP FAS 115-2 and FAS 124-2 as of April 1, 2009.  The specific
requirements of the FSP applicable to the Company�s portfolio are being interpreted, studied and assessed.  The potential cumulative effect to
retained income as of April 1, 2009 is not yet reliably estimable since the Company is still assessing the requirements; however, the Company
expects that it will result in an increase to retained income, offset by a decrease to accumulated other comprehensive income by the same
amount.

FSP FAS 157-4, Determining Fair Value When the Volume and Level of Activity for the Asset or Liability Have Significantly Decreased and
Identifying Transactions That Are Not Orderly (FSP FAS 157-4)
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In April 2009, the FASB issued FSP FAS 157-4, which amends SFAS No. 157, to provide additional guidance for estimating fair value when the
volume and level of activity for an asset or liability have significantly decreased. Guidance on identifying circumstances that indicate a
transaction is not orderly is also provided.  If it is concluded that there has been a significant decrease in the volume and level of market activity
for an asset or liability in relation to normal market activity for an asset or liability, transactions or quoted prices may not be determinative of fair
value, and further analysis of the transactions or quoted prices may be needed.  A significant adjustment to the transactions or quoted prices may
be necessary to estimate fair value which may be determined based on the point within a range of fair value estimates that is most representative
of fair value under the current market conditions.  Determination of whether the transaction is orderly is based on the weight of the evidence. 
The disclosure requirements of SFAS No. 157 are increased since disclosures of the inputs and valuation technique(s) used to measure fair value
and a discussion of changes in valuation techniques and related inputs during the reporting period are required.
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FSP FAS 157-4 defines the disclosures required for major categories by SFAS No. 157 to be the major security types as defined in FASB
Statement No. 115.  FSP FAS 157-4 does not require disclosures for earlier periods presented for comparative purposes at initial adoption.  FSP
FAS 157-4 is effective for interim periods ending after June 15, 2009 with early adoption permitted but only in conjunction with the early
adoption of FSP FAS 115-2 and FAS 124-2.  Revisions resulting from a change in valuation technique or its application shall be accounted for
as a change in accounting estimate and disclosed, along with a quantification of the total effect of the change in valuation technique and related
inputs, if practicable, by major category.  The Company will adopt the provisions of FSP FAS 157-4 as of April 1, 2009.  Quantification of the
estimated effects of the application of the FSP FAS 157-4 requirements will be based on the market conditions and portfolio holdings at the time
of adoption and are therefore not yet reliably estimable; however, the Company does not expect a material impact to its results of operations or
financial position upon adoption.

FSP No. FAS 107-1 and APB 28-1, Interim Disclosures about Fair Value of Financial Instruments (�FSP FAS 107-1 and APB 28-1�)

In April 2009, the FASB issued FSP FAS 107-1 and APB 28-1 which amends FASB Statement No. 107, �Disclosures about Fair Value of
Financial Instruments�, to require disclosures about fair value of financial instruments for interim reporting periods as well as in annual financial
statements; and amends Accounting Principles Board Opinion No. 28, �Interim Financial Reporting�, to require those disclosures in summarized
financial information at interim reporting periods.  FSP FAS 107-1 and APB 28-1 is effective for interim periods ending after June 15, 2009. 
The disclosures are not required for earlier periods presented for comparative purposes and earlier adoption is permitted in conjunction with the
early adoption of FSP FAS 115-2 and FAS 124-2 and FSP FAS 157-4.  The Company will adopt the provisions of FSP FAS 107-1 and
APB 28-1 for second quarter 2009.  FSP FAS 107-1 and APB 28-1 affects disclosures and therefore implementation will not impact the
Company�s results of operations or financial position.

2.  Earnings per share
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Basic earnings per share is computed based on the weighted average number of common shares outstanding.  Diluted earnings per share is
computed based on the weighted average number of common and dilutive potential common shares outstanding.  For Allstate, dilutive potential
common shares consist of outstanding stock options and restricted stock units.

The computation of basic and diluted earnings per share is presented in the following table.

Three months ended
March 31,

($ in millions, except per share data) 2009 2008

Numerator:
Net (loss) income $ (274) $ 348

Denominator:
Weighted average common shares outstanding 538.9 560.8
Effect of dilutive potential common shares:
Stock options � 2.0
Weighted average common and dilutive potential common shares outstanding 538.9 562.8

Earnings per share - Basic: $ (0.51) $ 0.62
Earnings per share - Diluted: $ (0.51) $ 0.62

As a result of the net loss for the first quarter ended March 31, 2009, weighted average dilutive potential common shares outstanding resulting
from 0.6 million stock options were not included in the computation of diluted earnings per share for the three-month period ended March 31,
2009 since inclusion of these securities would have an anti-dilutive effect.  In the absence of the net loss, weighted average common and dilutive
potential common shares outstanding would have totaled 539.5 million for the three-month period ended March 31, 2009.
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The effect of dilutive potential common shares does not include the effect of options with an anti-dilutive effect on earnings per share because
their exercise prices exceed the average market price of Allstate common shares during the period or for which the unrecognized compensation
cost would have an anti-dilutive effect.  Options to purchase 27.3 million and 17.7 million Allstate common shares, with exercise prices ranging
from $23.72 to $65.38 and $48.01 to $65.38, were outstanding at March 31, 2009 and 2008, respectively, but were not included in the
computation of diluted earnings per share for the three-month periods.

3.  Supplemental Cash Flow Information

Non-cash investment exchanges and modifications, which primarily reflect refinancings of fixed income securities and mergers completed with
equity securities and limited partnerships, totaled $75 million for the three-month period ended March 31, 2009.

Liabilities for collateral received in conjunction with the Company�s securities lending and over-the-counter (�OTC�) derivatives and for funds
received from the Company�s security repurchase business activities are reported in other liabilities and accrued expenses or other investments in
the Condensed Consolidated Statements of Financial Position.  The accompanying cash flows are included in cash flows from operating
activities in the Condensed Consolidated Statements of Cash Flows along with the activities resulting from management of the proceeds, which
are as follows:

Three months ended
March 31,

($ in millions) 2009 2008

Net change in proceeds managed
Net change in fixed income securities $ � $ 226
Net change in short-term investments 67 (59)
Operating cash flow provided $ 67 $ 167

Net change in liabilities
Liabilities for collateral and security repurchase, beginning of year $ (340) $ (3,461)
Liabilities for collateral and security repurchase, end of period (273) (3,294)
Operating cash flow used $ (67) $ (167)

4.  Fair Value of Assets and Liabilities

The Company adopted the provisions of SFAS No. 157 as of January 1, 2008 for its financial assets and liabilities that are measured at fair value
and as of January 1, 2009 for its non-financial assets and liabilities measured at fair value on a non-recurring basis.  SFAS
No. 157 established a hierarchy for inputs used in determining fair value that maximize the use of observable inputs
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and minimizes the use of unobservable inputs by requiring that observable inputs be used when available.

Assets and liabilities recorded on the Condensed Consolidated Statements of Financial Position at fair value are categorized
in the fair value hierarchy based on the observability of inputs to the valuation techniques as follows:

Level 1: Assets and liabilities whose values are based on unadjusted quoted prices for identical assets or liabilities in an active market that the
Company can access.

Level 2: Assets and liabilities whose values are based on the following:

(a)  Quoted prices for similar assets or liabilities in active markets;

(b)  Quoted prices for identical or similar assets or liabilities in non-active markets; or

(c)  Valuation models whose inputs are observable, directly or indirectly, for substantially the full term of the asset or liability.

Level 3: Assets and liabilities whose values are based on prices or valuation techniques that require inputs that are both unobservable and
significant to the overall fair value measurement.  These inputs reflect the Company�s estimates of the assumptions that market participants
would use in valuing the assets and liabilities.
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The availability of observable inputs varies by instrument.  In situations where fair value is based on internally developed
pricing models or inputs that are unobservable in the market, the determination of fair value requires more judgment. 
The degree of judgment exercised by the Company in determining fair value is typically greatest for instruments
categorized in Level 3.  In many instances, valuation inputs used to measure fair value fall into different levels of the
fair value hierarchy.  The category level in the fair value hierarchy is determined based on the lowest level input that is
significant to the fair value measurement in its entirety.  The Company uses prices and inputs that are current as of the
measurement date, including during periods of market disruption.  In periods of market disruption, the ability to
observe prices and inputs may be reduced for many instruments.  This condition could cause an instrument to be
reclassified from Level 1 to Level 2, or from Level 2 to Level 3.

Certain assets are not carried at fair value on a recurring basis, including investments such as mortgage loans, limited partnership interests, bank
loans and policy loans.  Accordingly, such investments are only included in the fair value hierarchy disclosure when the investment is subject to
remeasurement at fair value after initial recognition and the resulting remeasurement is reflected in the condensed consolidated financial
statements.  In addition, equity options embedded in fixed income securities are not disclosed in the hierarchy with free-standing derivatives as
the embedded derivatives are presented with the host contract in fixed income securities.  As of March 31, 2009, 66.9% of total assets are
measured at fair value and 0.9% of total liabilities are measured at fair value.

The following table summarizes the Company�s assets and liabilities measured at fair value on a recurring and non-recurring basis as of
March 31, 2009:

Quoted
prices in

active
markets for

identical
assets

Significant
other

observable
inputs

Significant
unobservable

inputs

Counterparty
and cash
collateral

Balance as of
March 31,

($ in millions) (Level 1) (Level 2) (Level 3) netting (1) 2009
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