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Security Update Report

American International Group
Prepared by Sina Yeganeh
Presented on February 5, 2008
American International Group, Inc. (AIG) is a holding company which, through its subsidiaries, is engaged in a range of insurance and insurance-related activities in the United States and abroad.  In the United States, AIG companies are the largest underwriters of commercial and industrial insurance and AIG American General is a top-ranked life insurer. AIG's global businesses also include financial services, retirement services and asset management. AIG's financial services businesses include aircraft leasing, financial products, trading and market making. AIG's growing global consumer finance business is led in the United States by American General Finance. AIG are also the principal sponsor of English football team Manchester United and the Japan Open Tennis Championships.
Recent Company Development and News
New Insurance Plan: American General Life Insurance Company (American General Life), a subsidiary of American International Group, Inc. (AIG), has announced the launch of AIG Accident Expense Plus, a health insurance product that provides accident medical coverage as a gap-filler to major medical policies. AIG Accident Expense Plus also allows the policyholder to include a critical illness rider that provides benefits in the event of heart attack, stroke or cancer.  "To combat rising premiums in their major medical plans, many individuals and families are increasing their deductibles, co-payments and other out-of-pocket expenses," said Jay Drucker, vice president, Accident and Health, AIG American General. "AIG Accident Expense Plus offers an easy and affordable solution to help ensure that out-of-pocket costs from an accident or critical illness don't jeopardize their financial stability."
 "AIG Accident Expense Plus is an ideal way to protect against the sometimes staggering financial burdens associated with an unforeseen accident, and those can include sports-related injuries, which many of today's active families face," said Drucker. "Additionally, by pairing an already broad accident insurance policy with an optional critical illness rider, individuals and families alike can protect themselves without the expense of purchasing separate policies."

Former CEO Maurice Greenberg vs AIG: Greenberg and AIG have been waging open war since February 2005, when the former CEO was ousted in the midst of a scandal over fraudulent accounting after more than 30 years at the helm. Greenberg faces civil charges brought by the New York Attorney General. After his departure, AIG challenged his right to control 9 percent of those shares through Starr International, an investment company once closely tied to AIG. Greenberg remains chairman of Starr, and is chairman and CEO of C.V. Starr.  AIG said the shares -- worth more than $20 billion -- really belonged to AIG and were supposed to be used as compensation for its employees. The case has been in court for more than two years.
In January 18, 2008, Greenberg hired star banker Joseph Perella's firm, Perella Weinberg Partners LP, to evaluate its stake in the New York-based insurer, according to a filing with the Securities and Exchange Commission.  The filing says Mr. Perella's firm will advise the firm, C.V. Starr & Co., "with respect to the business, operations, financial condition and underlying value" of AIG and provide "a written valuation analysis" to the company. At that point, the filing says, Mr. Greenberg, C.V. Starr and a group of affiliated shareholders "will determine what action, if any, is appropriate."  In Friday's filing, the shareholders said none of them has a "current plan or intention to sell all or a substantial part of their shares ... except as needed for liquidity for other investment activities." But they added that they "reserve the right to change their plans and intentions, including the right to decrease their investment" in AIG.
Bid rigging lawsuits: Massachusetts will receive $1.3 million as part of a settlement with the American International Group Inc. (AIG) related to that company’s role in insurance bid-rigging and price-fixing scheme devised by one of its subsidiaries.  The settlement requires AIG to pay $12.5 million to Florida, Hawaii, Maryland, Michigan, Oregon, Texas, West Virginia, Pennsylvania and Washington, D.C., in addition to Massachusetts. Attorney General Martha Coakley’s Insurance and Financial Services Division handled the case for Massachusetts.

Fraud Lawsuit:  Ronald Ferguson, the ex-General Reinsurance Corp. chief executive officer, helped American International Group Inc. ``lie'' about its balance sheet, a prosecutor said today as his fraud trial began.  Ferguson and four other defendants are accused of using a sham reinsurance deal to help AIG inflate reserves by $500 million in 2000 and 2001, deceiving investors about the insurer's ability to absorb losses. Defense lawyers are claiming the General Re employees believed they had the blessing of supervisors including billionaire Warren Buffett, the chairman of General Re parent Berkshire Hathaway Inc.  ``The goal of this conspiracy was to help AIG lie,'' said Assistant U.S. Attorney Raymond Patricco in opening remarks in federal court in Hartford, Connecticut. ``When you know the true deal, but document a false one, that is a lie.''

Industry Information

AIG is in the Financial sector under the Insurance (Prop. & Casualty) industry.  Its closest competitors include Berkshire Hathaway Inc and Allianz SE which are also suffering from the industry decline.  The industry as a whole has been suffering a decline over the last four months, and dropped an average of 7% from August 07.
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Comparing the industry to the S&P over one year
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A graph comparing AIG to its main competitor BRK.A over 5 years

Security Information

Ticker Symbol: AIG
Exchange: NYSE
52-Week Range: 49.40-72.97
10-Day Average Trading Volume: 22,513,174
Beta: 1.1
Financial Information

Earnings per Share: 5.72
Price/Earnings: 9.69 (Industry Avg: 9.70, S&P: 16.90)
Price/Sales: 1.2
Dividend Rate: 0.20
Current Yield: 1.44
Company Analysis

Qtrly Earnings Growth (yoy): -27.00%

Qtrly Revenue Growth (yoy): 2.00%
Profit Margin: 12.29%
Return on Equity: 14.92%
Return on Assets: 1.84%
The next quarterly report is in March.  The EPS estimate for their last report on 

Nov 7th 2007 was $1.62, which they missed with $ 1.35.  Insider trading has been quiet recently, but over the last six months, AIG sold a significant amount of shares.
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Analyst Information
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The last analysis report issued was from

Bank of America Sec reporting Neutral in

Oct 2007.  Mean Recommendation this week
is at 1.9 (1.0-5.0 Buy-Sell scale), leaning

towards a buy.

Evaluation

AIG is one of the largest companies in a declining sector of the market.  It’s not doing well against competitors, and for the last three months has been underperforming the already declining industry with no intention to picking back up.  Analysts say that this is a good time to buy or hold the stock, but haven’t updated their ratings since 2007.  Finally, Maurice Greenburg, the previous CEO, is still in control of a lot of the company, at 12,991,087 shares (compared to the executive vice president and second highest shareholder at 1,810,419 shares), and is fighting the company for control of certain assets.  With the multiple news stories of insider fraud and many lawsuits, you can be assured there are more skeletons in the closet. 
Motion

I motion to sell all shares of American International Group
