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1 Basic earnings per common share
increased by 23 per cent over 2005
to a record of $2.53 per share.

1 Continued strong track record of
growth with a five year compound
annual growth rate of 16 per cent.
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1 Premiums and deposits were $64.9
billion, up 6 per cent over 2005 and
more than double 2003 due to
merger with John Hancock and
strong organic growth.

Shareholders’ Net Income
(C$ millions)
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1 Record shareholders' net income of
$3,985 million, a 21 per cent increase
over last year.

1 Thirteenth consecutive year of record
earnings.

Funds Under Management
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1 Funds under management of $414 billion, an
increase of $42.5 billion over 2005. This was
driven primarily by sales of wealth management
products and impact of rising equity markets,
partially offset by scheduled maturities of John
Hancock Fixed institutional products.

1 In 2004, funds under management more
than doubled from 2003 due to merger with
John Hancock.
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1 Return on common shareholders' equity of 16.8
per cent compared to 14.1 per cent for 2005.

1 In 2004, the John Hancock transaction
significantly increased the capital base and
resulted in a lower ROE. Results have
improved consistently since that time with a
fourth quarter ROE of 18 per cent in 2006.

Capital
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1 Total capital of $31.5 billion, up 11 per
cent from 2005 due to strong earnings
during the year and net new capital issued
partially offset by shareholder dividends
and share buybacks.

1 Significant increase in 2004 from 2003
was primarily as a result of the John
Hancock merger.
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Caution Regarding Forward-Looking Statements

This document contains forward-looking statements within the meaning of the “safe harbour” provisions of Canadian provincial securities laws and the U.S. Private Securities
Litigation Reform Act of 1995. These forward-looking statements relate to, among other things, our objectives, goals, strategies, intentions, plans, beliefs, expectations and esti-
mates, and can generally be identified by the use of words such as “may”, “will”, “could”, “should”, "would”, “suspect”, “outlook”, “expect”, “intend”, “estimate”, “antici-
pate”, “believe”, “plan”, “forecast”, “objective” and “continue” (or the negative thereof) and words and expressions of similar import, and include statements concerning possible
or assumed future results. Although we believe that the expectations reflected in such forward-looking statements are reasonable, such statements involve risks and uncertainties,
and undue reliance should not be placed on such statements. Certain material factors or assumptions are applied in making forward-looking statements, and actual results may
differ materially from those expressed or implied in such statements. Important factors that could cause actual results to differ materially from expectations include but are not
limited to: level of competition and consolidation, changes in laws and regulations, general business and economic conditions, currency rates and Company liquidity, accuracy of
information received from counterparties and the ability of counterparties to meet their obligations, accuracy of accounting policies and actuarial methods used by the Company,
ability to maintain the Company's reputation, legal and regulatory proceedings, the disruption of or changes to key elements of the Company's or to public infrastructure systems,
the ability to attract and retain key executives, environmental concerns, the ability to complete acquisitions and execute strategic plans, and the ability to adapt products and serv-
ices to the changing market. Additional information about material factors that could cause actual result to differ materially from expectations and about material factors or
assumptions applied in making forward-looking statements may be found in the body of this document as well as under “Risk Factors” in our most recent Annual Information
Form, under “Risk Management” and " Critical Accounting and Actuarial Policies” in the Management's Discussion and Analysis in our most recent Annual Report, and elsewhere
in our filings with Canadian and U.S. securities requlators. We do not undertake to update any forward-looking statements.
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Our Vision

Our vision is to be the most professional life insurance company in the world, providing the very best financial protection and invest-
ment management services tailored to customers in every market where we do business.

Our Values
In pursuing this objective, management seeks to operate Manulife Financial in accordance with certain core values:

Professionalism
We will be recognized as having professional standards. Our employees and agents will possess superior knowledge and skill for the
benefit of our customers.

Real Value to Our Customer
We are here to satisfy our customers. By providing the highest quality products, services, advice and sustainable value, we will ensure
our customers receive excellent solutions to meet their individual needs.

Integrity
All of our dealings are characterized by the highest levels of honesty and fairness. We develop trust by maintaining the highest ethical
practices.

Demonstrated Financial Strength

Our customers depend on us to be here in the future to meet our financial promises. We earn this faith by maintaining uncompromised
claims paying ability, a healthy earnings stream, and superior investment performance results, consistent with a prudent investment
management philosophy.

Employer of Choice
Our employees will determine our future success. In order to attract and retain the best and the brightest employees, we will invest in
the development of our human resources and reward superior performance.

Ratings
Financial strength is a key factor in generating new business, maintaining and expanding distribution relations and providing a base for
expansion, acquisition and growth.

As at December 31, 2006, Manulife Financial had capital of C$31.5 billion, including C$24.9 billion of common shareholders’ equity.
Manufacturers Life’s financial strength and claims paying ratings are among the strongest in the insurance industry.

Rating Agency Rating

A.M. Best A++ (15t of 15 categories)
Dominion Bond Rating Service IC-1 (1t of 5 categories)

FitchRatings AA+ (27 of 9 categories)
Moody's Aa2  (2nd of 9 categories)
Standard and Poor’s AAA (15t of 8 categories)
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Message to Shareholders

| am pleased to report that 2006 was
another exceptional year for our fine
Company. All of our operating divisions
performed well, outpacing the high
benchmarks achieved in 2005.

When | wrote last year's message to share-
holders, the integration of John Hancock
had only recently been completed. After
Dominic D'Alessandro  many months of hard work, we'd combined
two sizeable organizations into one with more diversified distri-
bution platforms, a broader range of product offerings, greater
scale and an enhanced market presence. The challenge, and the
opportunity, was to leverage this platform to achieve strong
organic growth and generate additional value for our owners.
The results achieved in 2006 attest to the great success of the
business combination.

In 2006, Manulife Financial reported strong growth in earnings,
record levels of funds under management and, in a number of
important businesses, achieved record sales and market share
gains. In addition, there was a strong increase in the embedded
value of the new business written during the year, a develop-
ment which augers well for our future results.

In all of my previous messages — this is the fourteenth — | have
written about our vision of being the most professional life insur-
ance company in the world. And, | described how the attain-
ment of this vision would require that we excel at the basics of
our business. Relentless efforts at improving our risk and invest-
ment management practices, at ensuring that we constantly
innovate and bring fresh ideas to our customers, at expanding
and managing our various distribution channels, at using tech-
nology wisely to deliver the highest quality service to our clients
and producers, and at ensuring that all of our products deliver
value to our customers are features of all of our businesses
everywhere in the world.

While all of our businesses enjoy a relatively high degree of
autonomy, they do so within a rigorous and well established
framework of policies designed to make possible the achieve-
ment of our vision for the Company. Collaboration across and
within markets, to share the benefits of new product ideas, new
distribution initiatives and new technologies is part of our cul-
ture. A good example of the benefits of this approach is our U.S.
variable annuity product with minimum withdrawal benefits.
This highly successful product was modified so as to conform
with local tax and regulatory conditions and introduced to Japan
in 2004 and to Canada in late 2006. We expect to introduce
variable annuities to other markets in Asia in 2007.

Today, Manulife is stronger than ever before. In acknowledge-
ment of this, Standard & Poor’s raised the financial strength rat-

ings on Manulife’s key operating subsidiaries to AAA, the high-
est of eight rating categories. Manulife is now one of only two
publicly traded life insurance companies in the world with this
coveted rating. It was especially gratifying that S&P cited our
track record of consistent earnings growth, leading market
positions and excellent risk management capabilities as reasons
for the upgrade. Also encouraging is that the quality of our
Company’s corporate governance practices continues to be rec-
ognized by observers in Canada and elsewhere. In 2006,
Manulife was again ranked in the top position by the Globe and
Mail Report on Business for our well established governance
program.

Year in Review

In 2006, Manulife reported record shareholders’ earnings of
$3,985 million, an increase of 21 per cent over 2005. The
growth in earnings per share was equally impressive, with a
23 per cent increase to $2.53 per share. Strong organic growth,
innovative product offerings and excellent investment returns
were all significant factors contributing to the rise in earnings.

Funds under management exceeded $400 billion for the first
time ending the year at $414 billion, up a healthy 11 per cent
over the prior year. Strong net sales in our wealth management
segments, good growth from our insurance businesses and ris-
ing equity markets contributed to this record level of funds
under management.

Return on common shareholders’ equity was 16.8 per cent, an
increase of 270 basis points over last year, and above our stated
objective of 16.0 per cent.

We again returned a significant amount of capital to sharehold-
ers during the year. In 2006, dividends paid to common share-
holders amounted to $1.1 billion, and on a per share basis,
dividends increased by 25 per cent over 2005. We also repur-
chased 45 million common shares at an aggregate cost of
$1.6 billion. In total, almost $3 billion of capital was returned to
common shareholders, or approximately 70 per cent of common
shareholders’ earnings.

Canada

The Canadian Division had a very strong year, with shareholders’
earnings of $981 million, an increase of 21 per cent over 2005.
Strong in-force business growth, improved new business mar-
gins and a continued focus on cost containment contributed to
the increase in earnings.

Within Individual Insurance, customer service initiatives designed
to reduce response time and improve communications con-
tributed to sales growth and market share gains, with record
quarterly sales achieved in the fourth quarter of the year. The
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Today, Manulife is stronger than ever before. Manulife is now one of
only two publicly traded life insurance companies in the world with

Standard & Poor’s highest rating —

Individual Wealth Management business continued to expand its
product offerings with the introduction of several new mutual
funds and the launch of IncomePlus, Canada’s first guaranteed
minimum withdrawal benefit product. This segregated fund
product was launched in the fourth quarter and its strong mar-
ket acceptance contributed to a record sales quarter for the busi-
ness. Manulife Bank also continued to grow nicely, with total
assets rising 34 per cent to over $8 billion by the end of the year.
Within our Group Businesses, the pension segment enjoyed par-
ticular success with several large case sales contributing to mar-
ket share gains and a record sales year.

United States

In the U.S., where substantially all of our business is conducted
under the John Hancock brand name, the integration has dra-
matically enhanced our operations. We now have greater scale,
unrivaled consumer awareness and offer a much wider range of
products. In total, our U.S. Division contributed $1,758 million to
shareholders’ earnings, an increase of 19 per cent over last year.

We are extremely pleased that John Hancock emerged as the
leading provider of individual life insurance in the U.S. market in
terms of new sales for the year ended December 31, 2006. This
increase in market share was the result of the introduction of
several new variable products together with a concurrent
improvement in the productivity of our various distribution chan-
nels. Similarly, our Long Term Care segment implemented a
number of initiatives to simplify its product offering and to help
facilitate the sales process. These efforts, combined with a more
level industry pricing structure, resulted in a 34 per cent growth
in LTC sales on a U.S. dollar basis.

Our U.S. Wealth Management businesses had a record year with
earnings of $1,136 million, up from $868 million last year.
Favourable investment experience, in-force business growth and
continued strong sales were all factors leading to this impressive
result.

Within our variable annuity business, annual premiums and
deposits exceeded $10 billion for the first time and contributed
to a 23 per cent increase in funds under management. Efforts to
build on the positive sales momentum included the launch of
new riders and the further expansion of our distribution channels.

Our group pensions business remained a clear leader in the U.S.
small case 401(k) market with a number one sales ranking for
the full year 2006. Premiums and deposits increased by 26 per
cent on a U.S. dollar basis due to continued solid sales and
ongoing contributions from existing customers. This business
also expanded its product offering with the launch of nine new

AAA.

asset allocation funds designed to reduce the complexity of
investing.

In the mutual fund business, the launch of our lifestyle funds late
in 2005 combined with initiatives to expand its distribution plat-
form, contributed to an impressive 45 per cent growth in sales
on a U.S. dollar basis. With almost $40 billion in assets under
management, the business remains focused on expanding its
product offering to achieve even further growth. | was particu-
larly pleased with the record levels of net flows achieved in our
variable business segments. In total, net flows from the pen-
sions, mutual funds and variable annuities businesses amounted
to almost US$12.5 billion, an impressive increase of 31 per cent
over the strong levels achieved last year. Net sales is an impor-
tant performance indicator for us as we believe excellent cus-
tomer retention is one of the most effective ways to build a
business for the long term.

Shareholders’ earnings in our fixed businesses reached record
levels driven by favourable investment experience. As expected,
our continued restriction on institution sales combined with
scheduled maturities resulted in a decline in this segment’s funds
under management.

Asia and Japan

In 2006, our Asia and Japan Division reported shareholders’
earnings of $734 million, accounting for 18 per cent of total
Company earnings. With operations in ten countries and territo-
ries, and a presence in Asia which dates back over 100 years, we
have an impressive footprint across the region. We have rough-
ly 25,000 agents selling our products and have expanded our
distribution capabilities to include 50 distribution agreements
with banks and securities dealers.

In Hong Kong, we remain a leader in the insurance industry;
however we continue to see a shift in demand to wealth man-
agement products. Wealth management sales increased
sharply in 2006, as sales in the individual segment rose 77 per
cent and group pension sales increased by 57 per cent on a
U.S. dollar basis.

In Other Asia Territories, we have operations in eight countries
and territories that provide tremendous growth opportunities. In
China, we have expanded meaningfully since opening our first
branch in Shanghai in 1996. In 2006 we added five new licens-
es, allowing us to operate in a total of 17 cities, the most of any
foreign insurer. As well, the sales agency force in China grew by
26 per cent and contributed to a 41 per cent increase in sales.
Other notable developments in the region included the acquisi-
tions of The Pramerica Life Insurance Company in the
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The demand for products that facilitate wealth accumulation, that
reduce the complexity and uncertainty of investment management
and that address the risk of outliving savings will continue to grow.

Philippines, where we rank in the top five life insurers. In Japan,
our business performed very well with favourable claims and
investment experience and continued in-force business growth
contributing to shareholders’ earnings of US$279 million. The
business also introduced its first insurance product targeted to
the corporate segment and launched a new variable annuity
product late in the year. Since we first entered the market in
1999, Manulife Japan has made good progress and is positioned
for further growth in that important market.

Reinsurance

Our Reinsurance Division reported shareholders’ earnings of
$294 million. The Property and Casualty business returned to
profitability after suffering losses in 2005 due to unprecedented
levels of hurricane related claims. In 2006, property catastrophe
business was written on better terms, with average premium
rates and attachment points both at higher levels. As well, the
Life Retrocession business also contributed higher earnings as
claims experience was favourable versus the prior year.

Investments

Our Investments Division had another excellent year as perform-
ance against benchmarks remained at very strong levels and
credit losses remained below historical levels. Overall credit
quality improved, and by year-end almost 96 per cent of the
bond portfolio was classified as investment grade, up from
94.4 per cent one year earlier. Other notable developments
included a number of successful transactions, including signifi-
cant real estate and timberland acquisitions that further diversi-
fy our portfolio and add to investment income and
management fees. The Division also continued to increase the
assets that are managed for third parties, which grew to
$94 billion as at December 31, 2006. Finally, a number of MFC
Global Funds were cited as 'best in class’ by several publica-
tions, a notable achievement for the Division.

Looking Forward

As | have said in the past, | believe that our Company is unique-
ly well positioned to benefit from the important developments
expected to affect our industry in the years ahead. In North
America and elsewhere, populations are ageing and living longer

and people are increasingly aware that social programs may not
be as robust or as comprehensive as once thought. The demand
for products that facilitate wealth accumulation, that reduce the
complexity and uncertainty of investment management and that
address the risk of outliving savings will continue to grow. In
Asia, economic growth is projected to remain strong and with it
will come a demand for all of the various protection and savings
products that we offer. We have been successful in establishing
important businesses throughout the region and expect that the
benefits of our presence there will become increasingly evident.
I would also expect that as the industry continues to consolidate
there will be acquisition opportunities that emerge. These will be
carefully assessed and pursued with the same discipline that
we've always shown in the past.

Our Company’'s success is the result of the dedication and
effort of all our employees, agents and producers all over the
world who continue to distinguish themselves by the quality of
their work. | would like to thank everyone for their commit-
ment. | also want to take this opportunity to thank Bruce
Gordon, SEVP Canadian Division and Victor Apps, SEVP and
General Manager Asia Division, for the many contributions to
our Company over their very successful and extended careers
with Manulife. Both Bruce and Vic announced their retirement
late in 2006 and, on behalf of everyone, | wish them a long
and healthy retirement period.

Finally, I would like to thank our millions of customers around
the world. We appreciate your confidence.

DhMessrnd -
Dominic D'Alessandro
President and Chief Executive Officer
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Management's Discussion and Analysis
Financial Performance

Manulife Financial Corporation is the largest insurance company in Canada, the second largest in North America and the
sixth largest in the world based on market capitalization. We provide financial protection and wealth management prod-
ucts and services, to both individual and group customers in Canada, the United States and Asia. These products and serv-
ices include individual life insurance, group life and health insurance, long-term care insurance, pension products, annuities
and mutual funds. We offer reinsurance services, specializing in life retrocession and property and casualty reinsurance.
We also provide investment management services with respect to the Company’s general fund assets, segregated fund
assets, mutual funds, and to institutional customers.

The Company operates in Canada and Asia through the brand name “Manulife Financial” and in the United States prima-
rily through the brand name “John Hancock”.

In this document, the terms “Company” and “Manulife Financial” mean Manulife Financial Corporation (“MFC") and its sub-
sidiaries.

Net Income

The Company’s shareholders’ net income for 2006 was $3,985 million, up 21 per cent from $3,294 million reported in 2005. On a con-
stant currency basis, net income increased $927 million. Fee income grew across all wealth management businesses due to higher
assets, resulting from both net policyholder cash flows and positive equity market performance. Investment returns also contributed to
investment related gains in the John Hancock Fixed product group and lower segregated fund guarantee charges. In 2006, the changes
in actuarial methods and assumptions contributed $24 million to shareholders’ net income compared to $64 million in 2005. In both
years, we reported income related to tax events. The 2006 events included a reduction in Canadian federal tax rates; changes in Ontario
tax rules with respect to investment income tax; and the favourable net resolution of outstanding tax matters. In 2005 we reported net
tax benefits in Japan related to the recognition of future tax assets. Charges to income in 2005 included Property and Casualty reinsur-
ance losses related to Hurricanes Katrina and Wilma and integration expenses related to the John Hancock merger.

Summary Statements of Operations

For the years ended December 31

(Canadian $ in millions, unless otherwise stated) 2006 2005 2004
Premium income $ 19,104 $ 18,587 $ 16,287
Investment income 10,433 9,936 8,103
Other revenue 4,657 4,166 3,108
Total revenue $ 34,194 $ 32,689 $ 27,498
Policy benefits $ 19,912 $ 19,871 $ 17,033
General expenses 3,271 3,378 2,877
Investment expenses 892 746 623
Commissions 3,546 3,338 2,683
Interest expense 962 788 629
Premium taxes 270 244 208
Non-controlling interest in subsidiaries 5 2 20
Total policy benefits and expenses $ 28,858 $ 28,367 $ 24,073
Income before income taxes $ 5,336 $ 4,322 $ 3,425
Income taxes (1,366) (1,031) (874)
Net income $ 3,970 $ 3,291 $ 2,551
Less: net income (loss) attributed to participating policyholders (15) (3) 1
Net income attributed to shareholders $ 3,985 $ 3,294 $ 2,550
Preferred share dividends (30) (14) -
Net income available to common shareholders $ 3,955 $ 3,280 $ 2,550

Diluted earnings per share

L7

2.51 $ 2.03 $ 1.81

Earnings per Common Share and Return on Common Shareholders’ Equity
Diluted earnings per common share for 2006 was $2.51, up 24 per cent from $2.03 in 2005. The return on common shareholders’
equity for 2006 was 16.8 per cent, up from 14.1 per cent for 2005.

Premiums and Deposits
Premiums and deposits for 2006 were $64.9 billion, up six per cent compared to $61.3 billion in 2005. On a constant currency basis,
premiums and deposits increased 12 per cent.

General fund premiums were $19.1 billion in 2006, up three per cent from $18.6 billion in 2005. Premiums increased in all insurance
businesses due to strong growth in the businesses, with the exception of Japan where there were lower universal life sales from con-
version programs and in Reinsurance where 2005 included reinstatement premiums on contracts impacted by Hurricane Katrina.
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Segregated fund deposits were $33.3 billion in 2006, up five per cent from $31.8 billion in 2005. This growth was driven by record lev-
els of deposits in U.S. Wealth Management, in Hong Kong wealth businesses and in Canadian Group Savings and Retirement Solutions.
Partially offsetting the growth were lower sales in Canadian Individual Wealth Management and in the wealth management business
in Japan.

Mutual fund deposits were $9.3 billion, up 25 per cent from $7.4 billion in 2005. The growth was a result of expanded distribution
and the launch of Lifestyle funds by U.S. Wealth Management. ASO premium equivalents were $2.2 billion in 2006, up three per cent
from $2.1 billion in 2005 and relate to administrative services in Canadian Group Benefits. Other fund deposits were $1.1 billion com-
pared to $1.4 billion in 2005 and include College Savings products, SignatureNotes sales and Private Managed Accounts within U.S.
Wealth Management.

Premiums and Deposits
For the years ended December 31

(Canadian $ in millions) 2006 2005 2004
General fund premiums $ 19,104 $ 18,587 $ 16,287
Segregated fund deposits 33,287 31,786 25,104
Mutual fund deposits 9,270 7,408 5,809
ASO premium equivalents 2,225 2,150 1,710
Other fund deposits 1,053 1,375 1,489
Total premiums and deposits $ 64,939 $ 61,306 $ 50,399

Investment Income

Investment income was $10.4 billion for 2006, up five per cent from $9.9 billion reported in 2005. Gross investment income increased
by two per cent due to an increase in general fund assets and an increase in yields due to the positive equity market performance. While
credit experience was very favourable in both 2006 and 2005, the 2006 favourable experience exceeded 2005 by $139 million.
Amortization of net realized and unrealized gains increased due to positive equity markets and appreciation in real estate holdings.

Investment Income
For the years ended December 31

(Canadian $ in millions) 2006 2005 2004
Gross investment income $ 9,263 $ 9112 $ 7,439
Net charges for impaired assets (&) (140) (115)
Amortization of net realized and unrealized gains 1,171 964 779
Investment income $ 10,433 $ 9,936 $ 8,103
Yield 6.67% 6.15% 5.88%

Other Revenue

Other revenue was $4.7 billion for 2006, up 12 per cent from $4.2 billion in 2005. Fee income in the wealth management businesses
increased due to higher average assets under management. Partially offsetting this increase was income received in 2005 of $89 mil-
lion, from the wind-up of the estate of Daihyaku Mutual Life Insurance Company (“Daihyaku”), a business acquired in 2001.

Policy Benefits

Policy benefits were $19.9 billion in both 2006 and 2005. The decline in death, disability and other claims of eight per cent was pri-
marily due to claims reported in 2005 with respect to Hurricanes Katrina and Wilma. Maturity and surrender benefits also declined,
down six per cent from 2005, primarily related to a large surrender in the closed John Hancock Life participating block during 2005.
Offsetting these declines was a $1.2 billion increase in the policy benefits expense related to the change in actuarial liabilities. The
increase is due to the growth in premiums; the changes in maturities and surrenders; the impact of the favourable equity markets on
the actuarial liabilities related to equity-linked products in Canada; and business growth.

Policy Benefits
For the years ended December 31

(Canadian $ in millions) 2006 2005 2004
Death, disability and other claims $ 5,949 $ 6,449 $ 4,785
Maturity and surrender benefits 9,814 10,398 8,659
Annuity payments 3,316 3,366 2,828
Policyholder dividends and experience rating refunds 1,528 1,569 1,391

Net transfers to segregated funds 432 465 507
Change in actuarial liabilities (1,127) (2,376) (1,137)
Total policy benefits $ 19,912 $ 19,871 $ 17,033

General Expenses
General expenses were $3.3 billion in 2006, down three per cent from $3.4 billion in 2005. The 2005 expenses include a charge for
integration expenses of $145 million and a charge of $60 million to cover guarantees made to clients that were referred to Portus
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Alternative Asset Management Inc. Excluding these charges, expenses were up three per cent due to increased personnel expense from
higher staff levels to support business growth and normal compensation increases.

Investment Expenses
Investment expenses were $892 million, up 20 per cent from $746 million in 2005. The increase is due to higher sub-advisory fees from
growth in segregated fund assets.

Investment Expenses
For the years ended December 31

(Canadian $ in millions) 2006 2005 2004
Related to invested assets $ 336 $ 313 $ 280
Related to segregated, mutual and other funds 556 433 343
Total investment expenses $ 892 $ 746 $ 623
Commissions

Commissions were $3.5 billion in 2006, up six per cent from $3.3 billion in 2005. The increase was driven by sales in John Hancock Life
and John Hancock Variable Annuities where sales increased 21 per cent and 15 per cent respectively.

Interest Expense
Interest expense was $962 million in 2006, up 22 per cent from $788 million in 2005. The increase was due to an increase in bank loan
volumes in the Canadian banking operations as well as an increase in interest on tax contingencies.

Income Taxes
Income taxes were $1,366 million in 2006, up 32 per cent from $1,031 million in 2005. The effective tax rate in 2006 was 25.6 per
cent and in 2005 was 23.9 per cent. As discussed above, there were a number of tax related items in both 2005 and 2006.

Funds Under Management

Funds under management grew by 11 per cent, or $42.5 billion, to $414.0 billion as at December 31, 2006 from $371.5 billion as at
December 31, 2005, primarily due to sales of wealth management products and the impact of rising equity markets over the last twelve
months. The increase was partially offset by $4.9 billion of scheduled maturities of John Hancock Fixed institutional products.

Funds Under Management
As at December 31

(Canadian $ in millions) 2006 2005 2004
General fund $ 171,164 $ 166,414 $ 169,142
Segregated funds held by policyholders' 172,048 139,695 117,570
Mutual and other funds' 70,805 65,345 60,645
Total funds under management $ 414,017 $ 371,454 $ 347,357

T Segregated fund assets, mutual fund assets and other funds are not available to satisfy the liabilities of the Company’s general fund. Other funds represent pension funds,
pooled funds, endowment funds and other institutional funds managed by the Company on behalf of others.

Fourth Quarter Results

Net Income

The Company’s shareholders’ net income for the fourth quarter of 2006 was $1,100 million, up 21 per cent from $908 million report-
ed a year earlier. The increase was due to the positive equity markets compared to last year; strong growth in the business; the return
to profitability in the Property and Casualty reinsurance business; and favourable impacts on the Company’s tax position.

Premiums and Deposits

Premiums and deposits for the quarter were $15.8 billion, down two per cent from $16.2 billion report