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ABOUT THE COMPANY

American International Group, Inc. (AIG) is the world’s leading U.S.-based international insurance
and financial services organization, the largest underwriter of commercial and industrial insurance
in the United States, and the second-largest U.S. life insurer. Its member companies write a wide
range of general insurance and life insurance products for commercial, institutional and individual
customers through a variety of distribution channels in approximately 130 countries and jurisdictions
throughout the world. AIG’s global businesses also include financial services, retirement savings
and asset management. AIG’s financial services businesses include aircraft leasing, financial products,
trading and market making, and consumer finance. AIG has one of the largest retirement savings
businesses in the United States and is a leader in asset management for the individual and institutional
markets, with specialized investment management capabilities in equities, fixed income, alternative
investments and real estate. AIG's common stock is listed on the New York Stock Exchange, as

well as the stock exchanges in London, Paris, Switzerland and Tokyo.
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(in millions, except per share data and ratios) 2001 2000%* % Change
General Insurance operating income® $ 2,981 $ 3,486 (14.5)
General Insurance operating income excluding
World Trade Center and related losses (WTC losses )@ 3,750 3,486 7.6
Life Insurance operating income® 5,660 4,984 13.6
Life Insurance operating income excluding WTC losses® 5,791 4,984 16.2
Financial Services operating income 1,999 1,677 19.2
Retirement Savings & Asset Management operating income 1,060 1,161 (8.7)
Income before taxes and minority interest 8,139 10,023 (18.8)
Net income 5,363 6,639 (19.2)
Core income™ 7,666 6,786 13.0
Net income per common share'® 2.02 2.52 (19.8)
Core income per common share®™® 2.89 2,57 12.5
Book value per common share 19.94 18.09 10.2
Revenues $ 62,402 $ 57,060 9.4
Assets 492,982 426,671 15.5
Capital funds (shareholders’ equity) 52,150 47,439 99
General Insurance combined loss and expense ratio 100.719 96.73
*Amounts restated to reflect the acquisition of American General Corporation.
@ Excluding realized capital gains (losses). .
® Excluding realized capital gains (losses), acquisition and related charges, WTC losses, home services business.
and cumulative effect of accounting changes.
© Based on diluted shares.
d Excluding WTC losses, the 2001 combined ratio was 96.74.
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AIG AT A GLANCE

AlG is one of the world’s leading corporations with a history of more than 80 years
in the two largest of its four principal businesses: General Insurance and Life Insurance.
Enhancing this profitable core, AIG has been steadily growing two other key business
areas — Financial Services and Retirement Savings & Asset Management.

AIG has a presence in virtually every major market in the world, with ties in many
countries that can be traced back 50 years or more. This global franchise would be
impossible to replicate today. AIG’s General Insurance operations are the largest under-
writers of commercial and industrial insurance in the United States, and its international
property-casualty network is the most extensive of any insurance organization. The
acquisition of American General Corporation brings to AIG enhanced leadership posi-
tions in Life Insurance, Financial Services and Retirement Savings & Asset Management.
AIG is now the second-largest life insurer in the United States, and nearly half of
AlG's total revenues come from life operations. The Financial Services Group companies
are leaders and innovators in the markets they serve. Asset Management businesses
leverage both the company’s deep knowledge of markets around the world and its
expertise in a wide range of asset classes.

AlG has the highest ratings and is one of the world’s most innovative companies, well
positioned to capitalize on opportunities on behalf of its clients throughout the global

marketplace. While AIG's products and services have changed over the years with
the needs of its customers, the AIG core values of integrity, quality service, financial
strength and responsive leadership will never change.

2001 Pretax Income by
Major Business Segment*

DDasamn0ia

Doomestygm

o General Insurance 25.5%
Domestic General 16.4%
Foreign General 9.1%

o Life Insurance 48.3%
Foreign Life 24.9%
Domestic Life 23.4%

g Financial Services 17.1%

o Retirement Savings &

Asset Management 9.1%

*Before realized capital gains (losses), other income
(deductions)—net, acquisition, restructuring and
related charges, minority interest and cumulative
effect of accounting changes.

GENERAL INSURANCE

t AlG’s General Insurance operations include
the largest U.S. underwriters of commer-
cial and industrial insurance, the most
extensive international property-casualty
network, a personal lines business with
an emphasis on auto insurance and high-
net-worth clients, and a mortgage guaranty
insurance company. AlG’s leadership is a
result of its broad array of innovative insur-
ance solutions, financial strength, superior
service and responsive claims handling.
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! *Before realized capital gains (losses).
1Excluding WTC losses.

2001 HIGHLIGHTS

o General Insurance pretax income before real-
ized capital gains (losses) was $2.98 billion,
compared to $3.49 billion last year.
Excluding World Trade Center and related
losses (WTC losses), pretax income
before realized capital gains (losses) was
$3.75 billion, 7.6 percent above last year.

o The combined ratio was 100.71, or 96.74
excluding WTC losses.

o Worldwide General Insurance net premiums
| written rose 14.7 percent to §$20.10 billion.
0 The Domestic Brokerage Group had record
net premiums written of $10.20 billion.
oForeign General net premiums written

grew to $5.05 billion.

D AIG, with other companies, formed Allied
World Assurance Company Holdings, Ltd.,
a Bermuda-based underwriter of complex
insurance and reinsurance risks worldwide.

o In India, AIG joined with the Tata Group to

become the first U.S.-based general insurance

organization permitted to operate there.




ILIFE INSURANCE

iAlG became the second-largest life insur-
ance organization in the United States
in 2001 following the acquisition of
iAmerican General. Life Insurance is also
'AIG’s largest business segment, with
operations in more than 70 countries.
'AIG’s core life strategies emphasize its
| financial strength, broad product offerings,
|agent training and development, and
alternative distribution channels such as
{banks, retail stores and the Internet.

'FINANCIAL SERVICES

|

[The Financial Services Group comprises
businesses that complement AIG’s core

J insurance operations and benefit from AlG's
Triple-A ratings, global network and exper-
ltise in financial structuring. Businesses
include aircraft leasing, financial products,
i capital markets, trading and market making,
and consumer finance. The acquisition of
American General positions AlIG as a
leader in domestic consumer finance.

IRETIREMENT SAVINGS

Jl& ASSET MANAGEMENT

}The acquisition of American General,

| which included The Variable Annuity

| Life Insurance Company (VALIC), com-
/ plements SunAmerica’s leadership position
| in the rapidly growing retirement savings
' market. AlG is now the largest provider
f of variable and fixed annuities in the United
| States. AlG's Asset Management Group

I manages third-party institutional, retail
tand private fund assets, in addition to
AlG insurance invested assets.
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jQOOl HIGHLIGHTS

| o Worldwide Life operating income before
realized capital losses rose 13.6 percent to
$5.66 billion.

o Worldwide Life premium income, deposits
and other considerations including annuities,
pensions and investment products, rose
14.0 percent to $44.03 billion.

oDomestically, sales of individual life, annuity,
pension and employee benefits product lines
all reached record levels.

0 AIG received permission to expand its
wholly owned life business into four
more Chinese cities: Beijing, Suzhou,
Dongguan and Jiangmen,

o With over 4,000 agents, AIG Star Life

Insurance Co., Ltd. is now an important

component of AIG’s growing presence

in Japan.
o Tata AIG Life Insurance Company Limited
began operations in India in six primary

|
J{
J metropolitan markets.
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{2001 HIGHLIGHTS

i @Financial Services pretax operating income

} gained 19.2 percent to arecord $2.00 billion.

{Dlnternational Lease Finance Corporation

! (ILFC) had record profitability as its customer
base grew to 123 airlines. ILFC maintains the

| youngest fleet in the world and has success-

I fully redeployed aircraft from distressed
airlines after the September 11 terrorist attacks,

0AIG Financial Products Corp. operating
income rose 16.9 percent. It assists clients
with raising and managing capital and debt;
hedging equity, foreign exchange, interest rate
and credit exposures; and optimizing invest-
ments in global equity and credit markets.

o Consumer Finance operations in the UL.S.

expanded significantly with the addition of

American General Finance, Inc.

launched a new credit card in Thailand and a
co-branded card in China with that country’s

)

|

f

{DIn overseas markets, Consumer Finance
{ largest bank.

2001 HIGHLIGHTS
aln the face of declining domestic and foreign
equity markets, Asset Management operating
income declined 8.7 percent to $1.06 billion.
oFollowing the integration of American
General Investment Management Corpo-
ration, AIG Global Investment Group and

affiliates manage in excess of $168 billion in

i

|

|

\

|

|

J

|

J U.S. fixed income instruments,

( g AIG has significant resources devoted to invest-

} ing in private equity and currently sponsors
28 alternative investment funds representing

; approximately $8 billion of assets under

( management. During 2001, AIG offered a

| platform of new private equity fund prod-

( ucts for suitable investors.

I DAIG’s leadership in retirement savings was

: enhanced by the addition of VALIC, whose

j nearly 2,000 financial advisors provide retire-

{ ment savings products to employees of schools,
hospitals and not-for-profit organizations.

|

‘ American General gives AIG one of the largest

( UL.S. networks of financial advisors.

|
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The events of September 11 over-
shadowed all else in 2001, inflicting
enormous tragedy and presenting
unprecedented challenges. We lost
two of our employees in the World
Trade Center that day, and 24 family
members of AIG employees perished.
Many valued colleagues and friends
also lost their lives. While this tragedy
is irreparable, there is no question of
our commitment to overcome this evil.
Freedom-loving people around the world
are appalled by these attacks and stand

united against terrorism,

I am enormously proud of the
performance of our employees in the

aftermath of September 11. The AIG Y, 7 “ e . ‘ 1 ey,

’ "*“Ff’:

family worked together to ensure that
our vital operations continued without

interruption and to safeguard our staff

members and their families. Our col-

Maurice R. Greenberg

leagues also responded to the needs of ‘ . . ‘ |
Chairman and Chief Executive Officer 1
F

our clients, working long hours under

often difficult conditions, to provide

our insureds with prompt claim handling and to aid in the recovery efforts.

AIG has been a leader in responding to the economic consequences of the terrorist threat. We
played a central role in helping design and implement an airline insurance program to keep the
world’s airlines flying, In the absence of federal reinsurance for terrorism risks, we have provided our
clients with new terrorism coverages. We also have worked closely with the administration and
Congress, advocating legislation to provide the necessary government reinsurance backstop for

any future terrorist attacks.

AIG has emerged from September 11 an even stronger and more focused organization. Our
financial strength is undiminished and our commitment to our clients unwavering, By promptly
stepping up to the plate with ideas, coverages, capital and capacity to address the key issues facing

our country and economy, we demonstrated what we mean when we say The Greatest Risk Is Not

Taking One, the central message of our current corporate advertising campaign.




The worldwide economic downturn and the sharp decline in equity markets, as well as the events
of September 11, made 2001 a uniquely challenging vear. Although we were not unaffected by these
circumstances, the strength and breadth of our global organization enabled AIG to achieve another

year of strong financial results.

0 AIG was solidly profitable, even after $820 million in losses from the September 11 terrorist
attacks and one-time charges of §1.36 billion in connection with the acquisition and restruc-
turing of American General Corporation. Net income, as reported, was $5.36 billion.

0 Core income was $7.67 billion, an increase of 13 percent, or $2.89 per share.

Overall in 2001:

O Revenues were $62.40 billion, up 9.4 percent from $57.06 billion in 2000,

O Assets rose to $492.98 billion, a gain of 15.5 percent.

O Shareholders’ equity at year-end was $52.15 billion, compared to $47.44 billion at
year-end 2000.

D Return on equity was 11.9 percent. Excluding World Trade Center and related
losses (WTC losses) and charges in connection with the acquisition and restructuring
of American General, return on equity was 15.5 percent.

O We hold Triple-A ratings from the principal ratings services, Moody’s and Standard & Poor’s.

AIG’s extremely strong financial condition has never been more valued in the marketplace
than it is today.

O In General Insurance, net premiums written rose to record levels in both the United
States and overseas.

0 Life Insurance premium income, deposits and other considerations were a record
$44.03 billion, a gain of 14.0 percent.

0 Financial Services achieved record pretax operating income of $2.00 billion.

0 Retirement Savings & Asset Management had over $38 billion in assets under manage-
ment for external clients and earned $1.06 billion in 2001. These results fell short of

last year’s record performance as a result of the sharp decline in global equity markets,

In addition to solid financial performance, we have taken significant strategic steps that position
us for continued growth and profitability. In 2001, AIG:

8 Acquired American General, thus becoming a leader in the U.S. life insurance, retirement
savings, annuity and consumer finance markets;

O Established Allied World Assurance Holdings, Ltd. in Bermuda with other industry
participants to provide additional insurance and reinsurance capacity;

@ Acquired Chiyoda Life, now AIG Star Life Insurance Co., Ltd., in Japan;

8 Expanded our industry-leading reach in China; and

O Established life and general insurance operations in India.




American General Acquisition

The year 2001 marked the largest acquisition in our history. On August 29, we completed the
acquisition of American General Corporation — a leader in the ULS. life insurance, retirement savings
and consumer finance markets — for $22.73 billion in AIG common stock. American General enhances
our leadership in areas of core strategic importance, and its businesses and culture are highly com-

patible with those of AIG.

We are now the second-largest life insurer and the number one provider of both fixed and variable
annuities in the United States. With the integration of American General, AIG is well balanced between
life and general insurance and between domestic and international operations. A key component
of the acquisition is The Variable Annuity Life Insurance Company (VALIC), which provides
savings products to more than 2 million accounts of employees of not-for-profit institutions. VALIC
complements SunAmerica in the rapidly growing retirement savings market. We now have one
of the largest retirement savings businesses in the United States, and are a leading provider of a full

portfolio of products designed to assist customers in financial and estate planning and wealth transfer.

In the consumer finance business, American General Finance, Inc. has 1,400 branches in 44 states
and serves more than 2 million customers. This strong domestic presence adds significantly to the

overall scope of AIG’s worldwide consumer finance business.

The business of asset management, including mutual funds, benefits from important economies
of scale. The combination of AIG, SunAmerica and American General in this field enhances our lead-

ership positions in a number of asset classes.

The acquisition also brings us valuable new distribution channels. American General and VALIC
have an extensive network of strategic partnerships and alliances with financial institutions, agents
and merchants throughout the United States. Soon after the August 29 closing
date, we began implementing
cross-marketing programs
that bring AIG products
to the American General
network. These initia-
tives are already
proving to

be successful.

Edmund S.W. Tse
Senior Vice Chairman
Life Insurance

Kathleen E. Shannon
Vice President and
Secretary

Edward E. Matthews
Senior Vice Chairman
Investments and
Financial Services

Frank G. Wisner
Vice Chairman
External Affairs

Thomas R. Tizzio
Senior Vice Chairman
Ceneral Insurance

Howard 1. Smith

Executive Vice President and

Chief Financial Officer

Carol A. McFate
Vice President and
Treasurer




Return on Equity
(percent)

} Following this acquisition, AIG has business relationships with

more than 15 million consumers throughout the United States. The

200 o ; AlG brand, one of the most well known and respected among business-

people around the world, is now becoming a more familiar trust

mark among individuals and families across America who want the

strongest financial partners.

8.0 New Markets Around the World

40 j In 2001, we also continued to build the breadth and scope of

0.0 our global operations. As reported last year, AIG was chosen to

rehabilitate The Chiyoda Mutual Life Insurance Company in Japan,
40 , which now operates as AIG Star Life Insurance Co., Ltd. This

] expands our already strong presence in the Japanese life market, where
91 92 93 94 95 96 97 98 99 00 OI*

we are the number one foreign full-line life insurer, and where
g s

O

5 AlG ALICO has operated for nearly 30 years. Japan is the largest market
Indust

- e for life insurance in Asia and the second largest in the world after the

T S&P 500

. United States.
*Industry and S&P 500 Estimated

Industry and S&P 500 Scurce: Fox-Pitt, Kelton Inc.
We also expanded operations in the world’s two most populous

nations. AIG joint ventures in India received licenses in early 2001
to market life insurance, as well as commercial and personal property-casualty coverages. At year-end,
we received approval from China to expand our wholly owned life businesses into four additional Chinese

cities — the capital city of Beijing, Suzhou, Dongguan and Jiangmen.
f‘ Changing Market Conditions
The year 2001 has brought a sea change to many of our principal markets.

In general insurance, property-casualty rates began to firm after a decade of declining prices.

AT However, we still do not have a hard market. Property-casualty rates have a long way to go before
- ) perty Y g wayto g
— ' o \ the industry is earning an adequate rate of return. For some classes of business, price declines over
-, % | the past decade had totaled 50 to 75 percent. Over the same period, policy conditions have broad-
£ Lo e | P P P poicy

ened, increasing exposures and loss costs. These trends were most pronounced in the United States,
but price erosion was also evident in Europe, Asia and other markets. Over the past decade,
AIG declined to underwrite billions of dollars in business that would not have yielded a

satisfactory underwriting profit.




The trend toward firmer pricing has accelerated since
September 11. The terrorist attacks wiped out an estimated
$50 billion in industry capital. In the United States, this represents
approximately one-half of the total capital set aside to meet
commercial claims. Demand for property-casualty insurance has
soared at a time when industry capacity to meet this demand is
constrained. There also has been a flight to quality as businesses
and consumers seek to purchase insurance from the strongest
companies. AIG has the capacity and financial strength to respond
effectively to these needs. Also helping to meet growing demand,
we have joined with other industry participants to form Allied
World Assurance Company Holdings, Ltd. in Bermuda to provide
significant additional insurance and reinsurance capacity to busi-

nesses with large and complex risks.

The demand for life insurance in the United States and
around the world has increased following both September 11 and
the sharp decline in global equity markets. Individuals are pur-
chasing life insurance to fill gaps in both their retirement savings
plans and estates that resulted from losses in their equity portfolios.
A weak economy and declining financial markets also have contributed
to a flight to quality in many parts of the world. As a result, AIG
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General Insurance Combined Loss and Expense Ratio‘\

(after dividends to policyholders)

P
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] Industry**

*Industry Estimated

Industry Source: Fox-Pitt, Kelton Inc.
A combined ratio of less than 100 reflects an underwriting profit.

has been winning new business from individuals seeking a more secure financial future for their families.

The turbulent economic conditions of 2001 also underscored the value of AIG’s financial strength

and diversified capabilities in our Financial Services businesses. We had good results in a wide range

of activities including commercial aircraft leasing, financial products and consumer finance.

Our asset management business was not immune to the impact of declining equity markets,

especially on the retail side. However, we achieved good results from institutional asset management,

where we have specialized capabilities in areas such as private equities and infrastructure finance.




Robert M. Sandler
Executive Vice President
Senior Casualty Actuary and
Senior Claims Officer

Martin . Sullivan
Executive Vice President
Foreign General Insurance

Kevin H. Kelley
Senior Vice President
Domestic General Insurance

Kristian P. Moor
Executive Vice President
Domestic General Insurance

Business Segment Results
General Insurance

The World Trade Center losses had a significant impact on AIG’s General Insurance business in 2001.
General Insurance pretax income before realized capital losses for the year 2001 was $2.98 billion,
or $3.75 billion excluding WTC losses. The combined ratio was 100.71 including WTC losses, and
96.74 excluding WTC losses.

Our Domestic Brokerage Group (DBG), the largest commercial and industrial property-casualty
operation in the United States, had record net premiums written of $10.20 billion in 2001. DBG
continued to capitalize on its broad product offerings, customer-focused approach to market needs

and service excellence.

HSB Group, Inc. had another very good year and continues to be one of the world’s leading

providers of equipment breakdown insurance and related engineering and loss control services.

AIG’s Domestic Personal Lines business continued to reprice or non-renew unprofitable policies
in 2001, but rates have yet to reach the levels necessary to achieve acceptable returns. In addition,
results were adversely impacted by charges unrelated to current operations. These charges stem
from increases in the provision for losses following the unprecedented decision by the state of
California to reopen claims in connection with the 1994 Northridge earthquake. Completing
its first full year of operations in 2001, the AIG Private Client Group, which provides compre-

hensive insurance coverages to high-net-worth individuals, is making progress.

United Guaranty Corporation (UGC), AIG’s mortgage guaranty insurance operation, had

another excellent year. Benefiting from robust activity in the housing finance sector, UGC posted

a 15.0 percent increase in operating income to $417.4 million.




Our Foreign General Insurance Group also benefited from a flight to quality and increased demand,
although premium growth as reported was partially offset by the impact of a stronger U.S. dollar.
Net premiums written were $5.05 billion. The combined ratio was 92.18 and operating income totaled
$1.06 billion.

Operations in Japan, Foreign General’s largest market, achieved good results in 2001 in a difficult
economic environment. Our Japanese non-life business continued to capitalize on opportunities resulting

from the deregulation of the Japanese market.

American International Underwriters (AIU) had very satisfactory results in its Southeast Asia
and China operations and has been successful in establishing profitable new distribution channels.
Results in the United Kingdom were excellent, both in premiums and operating income. Our
Continental European business expanded its key specialty line offerings in 2001 and had a smooth
transition adopting the euro into operations on January 1, 2002. Operations in the Middle East,
Mediterranean and South Asia Division generated strong premium growth. Our Latin America
business performed well with solid underwriting results. The economic and political turmoil in

Argentina contributed to a flight to quality in the region.

Transatlantic Holdings, Inc., a majority-owned AIG subsidiary, is the largest broker-market rein-
surance organization in the United States and a leader in the specialty casualty field. Despite World
Trade Center losses and reinsurance exposure to Enron surety bonds, Transatlantic’s financial
condition and business franchise are among the strongest in the industry. Transatlantic should benefit
from the growing awareness in reinsurance markets of the importance of dealing with financially
strong companies. Transatlantic’s global network and strong product lineup are also necessary ingre-

dients to meet the reinsurance needs of companies throughout the world.

Frank Chan
President
AlA

Nicholas A. O'Kulich
Senior Vice President
Life Insurance

Jose L. Cuisia, Jr.
President
Philamlife

Gerald W. Wyndorf
President
ALICO

Boon-Teik Koay
President
Nan Shan

Seiki S.T. Tokuni
President
AIG Star Life

Rodney Q. Martin, Jr.
President
American General

R. Kendall Nottingham
Executive Vice President
Life Insurance




Life Insurance

AIG’s worldwide life business had an excellent year in 2001 as a result of continued international
growth and the successful integration of American General. Life Insurance is now AIG’s largest
business segment. Worldwide life premium income, deposits and other considerations, including
annuities, pensions and investment products, increased 14.0 percent to $44.03 billion. For the

year 2001, life operating income before realized capital losses rose 13.6 percent to $5.66 billion,

Our foreign life businesses operate in more than 70 countries around the world and are served
by approximately 175,000 agents. We did very well in Asia in 2001. American International
Assurance Company, Ltd. (AIA), the largest life insurer in the region, had strong results, benefiting
from its unmatched reputation for integrity and service, as well as a flight to quality in markets
with lingering economic concerns. Nan Shan Life Insurance Company, Ltd. (Nan Shan) in Taiwan
and The Philippine American Life and General Insurance Company (Philamlife) continued to build

on their records of superior service.

Despite the impact of a strong U.S. dollar, we also reported solid results in Western and Central
Europe, Latin America, the Caribbean and the Middle East.

AIG’s domestic life operations had an excellent year, as premium income, deposits and other

considerations grew 25.9 percent to $23.56 billion. Record premiums were achieved in individual

life, annuity and pension product lines.




Financial Services

The Financial Services Group had another good year in 2001. Operating income gained 19.2 percent
to $2.00 billion.

International Lease Finance Corporation (ILFC) was, once again, a very profitable contributor to
the results of the Financial Services Group. The outlook for ILFC is positive for 2002 as it aggressively
and successfully redeploys aircraft returned from distressed airlines to those airlines in need of addi-
tional capacity. ILFC is the leading company in its field with an outstanding management team, an
unmatched customer base and the youngest fleet in the world.

William N. Dooley
Senior Vice President

rising 16.9 percent to $758.3 million. AIGFP’s income sources are broadly diversified both as to Financial Services

AIG Financial Products Corp. (AIGFP) had an excellent year in 2001 with operating income

product type and its client base, which includes governments, supranational entities and large credit- Joseph J. Cassane

worthy corporations. AIGFP’s Triple-A ratings, based upon guarantees provided by AIG, make AIG FinancialPPrreoscli%ecrt]:

AIGFP a highly desirable counterparty in today’s credit-sensitive markets. We seck to minimize the

john J. Finigan, Jr.
President

independent reviews conducted by AIG’s Credit Risk and Market Risk Management departments. AlG Trading Group

risk in these businesses by carefully monitoring market, credit and related exposures through regular

Frederick W. Geissinger

Our Consumer Finance business, led by American General Finance, Inc., had outstanding President
results in 2001. Operating income grew 28.8 percent to 8512.6 million. AIG’s consumer finance American General Finance
operations provide a wide variety of products including mortgages, consumer loans, credit cards, Steven Udvar-Hazy
retail sales finance and credit-related insurance. Overseas, we are successfully cross-selling credit Presil(ﬁrg

cards and other products to our huge base of life insurance policyholders.
Joel L. Epstein
President
AlG Consumer Finance Group
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Win J. Neuger
Senior Vice President and
Chief Investment Officer

John A. Graf
President
VALIC

Jay S. Wintrob
President
SunAmerica

Retirement Savings & Asset Management

As a result of the sharp decline in equity markets, our Retirement Savings & Asset Management
operating income declined to §1.06 billion in 2001 from $1.16 billion in the prior year. AIG’s
Retirement Savings & Asset Management Group is a diversified global business which manages over
$38 billion in third-party client assets, over $36 billion in separate and variable account assets, as
well as approximately $259 billion of AIG insurance invested assets. In 2001, we enhanced our product
depth and geographic reach through the American General acquisition and the addition of AIG Star
Life. American General Investment Management Corporation brings to us complementary capabilities
in areas including high-yield bonds and U.S. index equities. In Japan, AIG Star Life’s investment

management operations add to our client base and provide us with new equity products.

In the United States, the combination of SunAmerica, VALIC and American General gives AIG
one of the most comprehensive product line-ups and distribution networks in the retirement
savings business, which demographic trends suggest will be among the fastest growing segments

of the financial services industry.
Investment Results

AIG’s global investment portfolios performed well in 2001. General Insurance net investment
income increased 7.1 percent to $2.89 billion, and Life Insurance net investment income, which
includes the retirement services division of SunAmerica and VALIC, gained 10.0 percent to $11.74 billion.
At year-end, AlG’s insurance investment portfolios totaled $258.82 billion, of which 16.7 percent

was attributed to General Insurance and 83.3 percent to Life Insurance.

U.S. equity markets declined in 2001 for the second year in a row. The Standard & Poor’s 500
Stock Index declined by 13.0 percent and the technology-oriented Nasdaq index declined by
21.1 percent. The U.S. economy slowed as business
investment, particularly in the telecom area, fell
sharply and businesses reduced inventories. The
decline in the economy accelerated in the after-
math of September 11, with particular impact

on travel-related industries. The Federal

the slowdown, cutting the federal funds

\ rate 11 times to a low of 1.75 percent,

\\ Reserve moved aggressively to counter

| the lowest rate in over 30 years. The
economy has responded to the Federal
Reserve’s action and has shown signs of
renewed growth. Credit concerns, reflecting
several high profile bankruptcies, continue
to trouble investors and, as a result, the
spread of corporate bond yields over

Treasury issues has remained wide.




European and Asian equity markets also declined, with Europe
Cumulative Total Shareholder Return*
declining on average 15.1 percent. The Japanese market was (dollars)

400

particularly hard hit. It declined year-on-year 23.5 percent and during
the year touched an 18-year low. This performance reflected concerns 350
about the lack of economic growth and the credit standing of

Japanese financial institutions.

250
Cash Flow
; . . 200
In 2001, AIG’s worldwide General Insurance operations
generated 82.0 billion of new cash flow, including interest and 150
reinvested dividends, and Life Insurance cash flow amounted to .
1. X , . 100
$21.1 billion.Over the last five years, AIG’s consolidated opera-
tions have generated a total of $82 billion in cash.
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Stock Performance O AlG
O S&P 500
In 2001, AIG stock declined 19.4 percent, compared with
O AIG Peer Group
a decline of 13.0 percent for the S&P 500 and a decline of , )
Source: Standard & Poor’s Compustat Services, Inc.
16.2 percent for a group of peer companies. This was a rare year Walue of $100 invested on December 31, 1996,
when AIG did not outperform the market. Our long-term perfor- including reinvested dividends.

mance on behalf of shareholders remains in the very top tier of
both our industry and the overall market. Over the past five and
10 years, AIG common stock earned average annual rates of return of 25.6 percent and 23.0 percent,

respectively, outperforming the indices by a substantial margin.
International Advisory Board

We are pleased to welcome to our International Advisory Board Mr. Pedro Aspe, Chairman
and Chief Executive Officer of Protego Asesores Financieras, a leading investment banking advisory
firm in Mexico, and Mr. Jacques de Larosiere, Advisor to the Chairman of BNP Paribas. We look

forward to having the benefit of their experience and insight.
Reaffirming Our Corporate Values

The precipitous collapse of Enron late last 