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1 VISUAL ANALYSIS of Sales, Earnings and Price AlG
2K FY 2007 Q1 (Ended 3/31/2007)
RECENT QUARTERLY FIGURES
EARNINGS
SALES PER SHARE
1K (€D} (€))
800| Latest Quarter 26,498.0 1.61
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(1) Historical Sales Growth 172 % (3) Historical Earnings Per Share Growth 13.0 %
(2) Estimated Future Sales Growth 10.0 % (4) Estimated Future Earnings Per Share Growth 12.0 %
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2 EVALUATING MANAGEMENT Company AMERICAN INT*L GROUP, INC (AIG) 06/12/07
1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 1215 0
A e o aee, | 15.4 | 16.6|18.5 | 18.2 | 16.3 | 12.1 | 17.1|15.3 | 15.5 | 19.1 | 15.8 uP
B e boorvane) 13.8|13.8|15.0|14.2|12.9| 9.3 |12.9 |12.4 13.3 | 13.7 12.3 uP
3 PRICE-EARNINGS HISTORY as an indicator of the future
This shows how stock prices have fluctuated with earnings and dividends. Itis a building block for translating earnings into future stock prices.
PRESENT PRICE 71.540 HGH THIS YEAR 72.970  LOW THIS YEAR 57.520
C D E F G H
Year PRICE Ear'r;‘iar;gs Price Eamings Ratio Div:g;nd % Payout % High Yield
HIGH Low Share e g Share F+Cx100 F+B X100
1 2002 80.0 47.6 2.10 | 381 | 22.7 | 0.178 8.5 0.4
2| 2003 66.4 42.9 3.53 18.8 12.2 0.224 6.3 0.5
3| 2004 77.4 54.3 3.79 20.4 14.3 0.280 7.4 0.5
4/ 2005 73.5 49.9 4.43 16.6 11.3 0.550 12.4 1.1
5/ 2006 73.0 57.5 5.35 13.6 10.7 0.630 11.8 1.1
6| TOTAL 252.2 69.4 48.5 46.4
7| AVERAGE 50.4 17.3 12.1 9.3
8| AVERAGE PRICE EARNINGS RATIO 14.7 ‘ 9 ‘ CURRENT PRICE EARNINGS RATIO 12.5

I

Proj. P/E [11.13] Based on Next 4 qtr. EPS [6.43] Current P/E Based on Last 4 qtr. EPS ES.M
EVALUATING RISK and REWARD over the next 5 years EG=9

Assuming one recession and one business boom every 5 years, calculations are made of how high and how low the stock might sell. The upside-downside ratio is the key to evaluating risk and reward.

A HIGH PRICE -- NEXT 5 YEARS

Avg. High P/E 17.3 X Estimate High Earnings/Share 10.12 = Forecast High Price $ 175.1
(3D7 as adj.) (4A1)
B LOW PRICE -- NEXT 5 YEARS N
(a) Avg. Low P/E 12.1 X Estimated Low Earnings/Share 5-\35\ 5.74 =% 69.5
(3E7 as ad].)
(b) Avg. Low Price of Last 5 Years = 50.4
(3B7)
(c) Recent Severe Market Low Price = 49.9
(d) Price Dividend Will Support Present Divd. - 0.660 - 59.9
High Yield ~ (H) 0.011
Selected Estimate Low Price =$ 59.9
(4B1)
C ZONING
175.1 High Forecast Price Minus 59.9 Low Forecast Price Equals 115.2 Range. 1/3 of Range = 28.8
(4A1) (4B1) ©) (4CD)
(4co) Lower /3= (4B1) 59.9 to 88.7 (Buy) Note: Ranges changed to 25%/50%/25%
(ac3)Middle 1/3 = 88.7 to 146.3 (Maybe)
(4ca Upper 1/3 = 146.3 to 175.1 (4A1) (Sell)
Present Market Price of 71.540 isin the BUy Range
(4C5)
D UP-SIDE DOWN-SIDE RATIO (Potential Gain vs. Risk of Loss)
High Price  (4a1y 175.1 Minus Present Price 71.540
- 103.6 = 8.9 To1l
Present Price 71.540 Minus Low Price  (481)  59.9 11.6 (4D)

E PRICE TARGET (Note: This shows the potential market price appreciation over the next five years in simple interest terms.)

High Price (4A1) 175.1

=( 2.448 ) X100= ( 244 .8 ) -100 = 144.8 % Appreciation
Present Market Price 71.540 (4E)
Relative Value: 85.0% Proj. Relative Value: 75.7%
5-YEAR POTENTIAL This combines price appreciation with dividend yield to get an estimate of total return. It provides a standard for comparing income and growth stocks.

Note: Results are expressed as a simple rate; use the table below to convert to a compound rate.

A Present Full Year's Dividend $ 0.660
Present Price of Stock s 71.540 = % X100 = %Presem Yield or % Returned on Purchase Price
B AVERAGE YIELD OVER NEXT 5 YEARS
Avg. Earnings Per Share Next 5 Years 8.06 X Avg. % Payout (367) 9.3 _ 75.0 _ 1.0 %
C ESTIMATED AVERAGE ANNUAL RETURN OVER NEXT FIVE YEARS Present Price $ & o
5 Year Appreciation Potential (4E) 144 .8 R P.A.R. Tot. Ret.
s 29.0 Average Yield 0.6% 0.5%
Average Yield (sB)_ _ _ _ _ _ _ _ ____________ 71 0 Annual Appreciation 15.8% 19.6%
- 0,
Average Total Annual Return Over the Next 5 Years o % VY Y
(50) 30.0 o % Compd Ann Rate of Ret 16.4% 20.1%

© 1996. National Association of Investors Corporation; 711 West Thirteen Mile Road, Madison Hgts., Michigan 48071
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ANNUAL RATES  Past

Past Est'd '04-'06

of change (persh) 10 Yrs. 5Yrs. t0 '10-'12
Premium Inc 11.5% 18.0% 10.0%
Invest Income 16.0% 13.5%  15.0%
Earnings 13.5% 13.0% 12.0%
Dividends 20.0% 285% 21.0%
Book Value 135% 15.0% 11.0%
Cal- NET PREM.WRITTEN ($ mill.) A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2004 | 9898 10059 10398 10252 | 40607
2005 |10793 10640 10307 10132 |41872
2006 |11255 11634 11224 10753 | 44866
2007 12106 12594 11800 11500 | 48000
2008 12825 13350 12500 12175 | 50850

Cal- EARNINGS PER SHARE B Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2004 | 1.08 114 97 117 4.36
2005 | 121 127 .68 14 3.30
2006 | 129 158 153 148 5.88
2007 | 168 170 167 165 6.70
2008 | 180 180 1.8 185 7.30

Cal- QUARTERLY DIVIDENDS PAID © Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 | .047 052 .065 .065 23
2004 | 065 .065 075 .075 .28
2005 | 125 125 .15 15 .55
2006 | .15 15 165 165 .63
2007 | 165 165 .20

to a strong start this year. Indeed, it
posted share earnings of $1.68 in the
March period, thanks to the strong per-
formance of its worldwide general insur-
ance businesses, continued improvement
in foreign life insurance, and solid results
at the international lease financing and
asset management divisions. We expect
more of the same as the year wears on. In
particular, we believe AIG’s buildup in de-
veloping markets like China and India will
soon begin to bear fruit.

The board of directors recently an-
nounced a new dividend policy and
share-repurchase program. Under or-
dinary circumstances, AIG’s plan is to in-
crease its payout by approximately 20%
annually. The new policy will take effect
with the dividend declared in the current
quarter. The board also expanded the ex-
isting share-buyback plan by authorizing
the repurchase of up to $8 billion in com-
mon stock. As part of this program, AIG
intends to spend $5 billion on buybacks
this year. During the March quarter, the
company repurchased about 2.5 million
shares. An additional 6.6 million or so

| RECENT 72 07 PIE 11 0 Trailing: 11.5°Y|RELATIVE 0 57 DIVD 1 10/
, NYSE-AIG PRICE . RATIO U \Median: 220/ |PIERATIO U, YLD L0
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—— 18.0 x Earnings p sh 320
TECHNICAL 3 Lowered3207 |-+ Relaive Price Strengtn
3-for-2 split  7/95
BETA 125 (1.00 = Market) 3-for-2 split  7/97 200
201012 PROJECTIONS | gorasot &6 [ e 20
. . Ann'l Total | 3-for-2 split 7/00 3-for-2 I P D btk Aeleletele 120
Price  Gain Return [ Options: Yes Tl © —= 13
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B 538 601 681 \ ! ANIAMA : - 1 T
0l 617 543 Sea| Shares 4 p T e T T R ittt sy, 00 530 |
HIds(000)166668516900261781300 O T Sy 44 844
1991 (1992|1993 1994 | 1995 | 1996 | 1997 [ 1998 [ 1999 | 2000 | 2001 | 2002 [2003 [2004 | 2005 | 2006 | 2007 | 2008 | ©VALUELINEPUB. INC, 10-12
452 458 476 5.10 5.70 5.99 6.45 7.37 6.69 7.46 7.40 895 | 1350 | 15.65 | 16.12 | 17.25| 17.95| 19.45 |P/C Prem Earned p sh 24.05
114 128 141 1.58 1.90 220 241 2.76 3.75 421 559 5.76 6.39 7.10 8.53 9.72 9.35| 10.10 |Investment Inc p sh F 11.25
.00 d.10 01 01 12 10 27 41 29 1.08 .03 08 | 1350 | 1565 | 16.12 | 17.25| 17.25| 18.45 |UnderwritingIncpsh A | 2275
.75 81 .95 1.09 1.26 1.46 1.69 191 2.18 243 2.76 2.70 3.89 4.36 3.30 5.88 6.70 7.30 |Earnings per sh B 8.75
.05 .06 .06 07 .08 .09 10 12 13 15 15 18 23 .28 .55 .63 73 .86 |Div'ds Decl'd per sh © 1.50
5.61 6.41 747 8.04 991 | 11.13| 1220 | 1378 | 1442 | 1698 | 19.94 | 22.65 | 27.32 | 31.06 | 3324 | 39.08 | 4250 | 47.15 |Book Value per sh PG 62.35
2014.9 | 2008.8 | 2010.0 | 2017.7 | 2000.5 | 1980.5 | 1967.4 | 1968.2 | 2323.7 | 2332.7 | 2615.4 | 2609.6 | 2608.4 | 2594.9 | 2597.0 | 2601.6 | 2540.0 | 2525.0 |Common Shs Outst'g E | 2485.0
163% | 158% | 185% | 178% | 184% | 210% | 274% | 333% | 435% | 478% | 409% | 293% | 211% | 223% | 185% | 168% | Bold figyres are |Price to Book Value 260%
12.1 126 145 132 145 16.0 19.8 24.0 288 334 295 24.6 14.8 15.9 18.6 111 Value|Line Avg Ann’l P/E Ratio 18.0
Jr| 76| 86| 87| 97| 100| 14| 125| 164 | 217 | 15| 134| 84| 84 99| 60| °""P'®  |Relative P/E Ratio 1.20
5% 6% A% 5% A% A% 3% 3% 2% 2% 2% 3% A% A% 9% | 1.0% Avg Ann'l Div'd Yield 1.0%
CAPITAL STRUCTURE as of 3/31/07 H! 12692 | 14498 | 15544 | 17407 | 19365 | 23348 | 35212 | 40607 | 41872 | 44866 | 48000 | 50850 |P/C Premiums Earned 59425
Total Debt $27127 mill. 73.7% | 73.5% | 75.5% | 65.4% | 79.6% | 79.0% -- -« | 733% | 75.2% | 75.0% | 75.0% |Lossto Prem Earned A | 72.5%
% of Cap' 20.9% | 20.8% | 19.3% | 20.1% | 19.3% | 17.1% 19.1% | 19.8% | 22.5% | 22.5% |Expense to Prem Writ A | 21.0%
(@1%0fCap) | g0 | 579 | 51% | 14.6% | 12% | 39% | -- | -- | 40% | 50%| 65% | 65% |Underwriting Margin A | 8.0%
Leases, Uncapitalized Annual rentals $626.0 mill. | 291% | 28.8% | 296% | 294% | 25.1% | 318% | 30.1% | 27.9% | 281% | 30.1% | 30.0% | 30.0% [Income Tax Rate 3L5%
3332.3 | 3766.0 | 5055.0 | 5636.0 | 7248.0 | 7099.0 | 9265.0 | 11495 | 8657.0 | 15423 | 17150 | 18575 |Net Profit ($mill) 21900
) - (1% of Cap'l) 41% | 40% | 49% | 47% | 42% | 36% | 33% | 3.0% 33% | 33% | 45% | 4.5% |InvInc/Total Inv 5.5%
msmn Assets-12/06 $3.6 billion Oblig. $4.7 bil- 163971 [ 194398 | 268238 | 306577 | 492982 |561229 |678346 | 798660 | 853370 | 979414 [.075000 [L160000 | Total Assets ($mill) 1375000
i ill) G!
Com. Stock 2,599,771,435 shares 244(()’1 275?;1 344(31 409(34 543%2 612?6 712%3 806(0)7 863%7 1016707 1080(30 1190(0)0 Shr. Equity ($mill) . 1550(30
MARKET CAP: $188 billion (Large Cap) 13.7% | 187% | 147% | 138% | 133% | 11.6% | 13.0% | 143% | 100% | 16.2% | 160% | 155% [Return on Shr. Equity | 140%
FINANCIAL POSITION 2005 2006 33107 | 131% | 13.1% | 142% | 13.4% | 125% | 112% | 122% | 134% | 84% | 13.6% | 140% | 135% [RetainedtoComEq | 1L5%
(SMILL.) 6% 6% 6% 6% 10% % 6% 6% 16% 11% 11% 12% |All Div'ds to Net Prof 15%
Efonc‘ffs 33%288 4%8222 45%% BUSINESS: American International Group, Incorporated is a hold- Management 10.1% (excludes other operating loss of $1.6 bill.).
Mortgages 24909 28418 30589 | ing company. Domestic property and casualty insurance operations Has about 106,000 employees. Officers & directors own .3% of
Other 419193 502909 515842 | gare the largest in the U.S. Also sells indiv. and group life and health common shares. The Starr Group (Greenberg Family Foundation),
Total Assets 853370 979414 999747 | s, products and provides risk management and agency services.  13.6%; FMR Corp., 6.0% (4/07 proxy). CEO: Martin Sullivan. In-
Hnearned Prems %iég %ggg% gﬁgg '06 operating income: Life Insurance and Retirement Services —corporated: Delaware. Address: 70 Pine Street, New York, New
Ovteﬁgrrves 665455 771276 788322 43.0%, General Insurance 44.7%, Financial Services 2.2%, Asset  York 10270. Telephone: 212-770-7000. Internet: www.aig.com.
Total Liab'ties 766867 877546 896592 | American International Group got off shares were retired in April.

This issue remains at the top of our
list for relative price performance in
the year ahead. We expect strong near-
term earnings gains to support perform-
ance in the coming six to 12 months. Con-
sequently, momentum investors may want
to consider these shares. Over the 3- to 5-
year haul, we feel this stock offers solid
price appreciation potential based on our
long-term projections. Note, though, that
our Target Price Range reflects our belief
that the stock’s price/earnings multiple
will eventually return to its historic
norms. This is largely due to the likelihood
of fewer special charges and earnings re-
statements going forward. The new divi-
dend policy being implemented may catch
the attention of some of our income-
oriented readers. However, although this

does improve the issue's total return
potential out to 2010-2012, we think
dividend-seeking investors are better
suited elsewhere. Finally, our more-

conservative subscribers should favor this
issue’s Above-Average Safety rank (2) and
AIlG’s solid Financial Strength rating.

Erik M. Manning May 25, 2007

(A) Prop./Cas. div. only.
through '96. Basic through '01. Diluted there-
after. Excl. real. cap. gains/(losses), accounting
changes and n/r charges, '07, ($0.10); '06,

(B) Primary egs

($0.57); 05, ($0.70); '04, ($0.67); '03, ($0.36); | in mid-March, June, Sept., and Dec.

'02, ($0.60); '01, ($0.78); '00, ($0.02); '99, | (D) Incl. intang. (E) In mills., adj. for stk. splits &
$0.08; '98, $0.06; 97, $0.05; '96, $0.03. Next | div'ds. (F) Incl. P/C and Life. (G) With FASB
egs. rpt. early Aug. (C) Dividends are hist. paid | 115. (H) Excl. finan. serv. (1) Incl. pref. of sub.
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