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[AMERICAN GENERAL LOGO]
YOUR VOTE ON THE PROPOSED ACQUISITION IS VERY IMPORTANT!
Dear American General Corporation shareholder:

American General Corporation has agreed to be acquired by American
International Group, Inc. under the terms of an agreement with AIG. Your board
of directors believes that the opportunity to become an AIG company will provide
you, as well as American General's customers, with significant value. Before AIG
can acquire American General, American General must obtain the approval of the
American General shareholders. AIG and American General are sending this proxy
statement/prospectus to you to ask for your vote in favor of the agreement with
ATG.

If the acquisition is completed, each of the shares of American General
common stock that you own at the time of the acquisition will be converted into
the right to receive a number of shares of AIG common stock based on a formula
described in more detail in the proxy statement/prospectus accompanying this
letter. Under that formula, if the daily average high and low sale prices per
share of AIG common stock on the New York Stock Exchange composite transactions
reporting system over the ten trading day period ending on the third trading day
prior to completion of the acquisition is:

- $84.22 per share or greater, you will be entitled to receive 0.5462 of a
share of AIG common stock for each share of American General common stock;

- less than $84.22 per share but greater than $76.20 per share, you will be
entitled to receive that fraction of a share of AIG common stock having a
value, based on the ten-day average market price, of $46.00 for each share
of American General common stock; or

- $76.20 per share or less, you will be entitled to receive 0.6037 of a
share of AIG common stock for each share of American General common stock.

Based on the average high and low sale prices per share of AIG common stock
of $81.93 for the ten trading days ending on the third trading day prior to the
date of the proxy statement/prospectus accompanying this letter, the exchange
ratio in the acquisition would be 0.5614, representing $46.00 in market value,
based on the ten-day average price, for each share of American General common
stock. AIG and American General encourage you to obtain current stock price
quotations for AIG common stock from a newspaper, the Internet or your broker.
AIG common stock trades on the New York Stock Exchange under the symbol "AIG."
The final calculation of the exchange ratio in the acquisition will be
determined prior to completion of the acquisition and AIG will issue a press
release announcing the exchange ratio promptly after it is determined. AIG will
pay American General shareholders the value of any fractional share in cash
rather than issuing any fractional shares of AIG common stock.

The proxy statement/prospectus accompanying this letter provides you with
detailed information about the proposed acquisition. It also contains
information about American General and AIG that has been filed with the
Securities and Exchange Commission. You are encouraged to read carefully this
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document and the documents incorporated by reference in this document.

THE AMERICAN GENERAL BOARD OF DIRECTORS HAS UNANIMOUSLY DETERMINED THAT THE
MERGER AGREEMENT AND THE ACQUISITION ARE ADVISABLE AND IN THE BEST INTERESTS OF
AMERICAN GENERAL AND ITS SHAREHOLDERS AND RECOMMENDS THAT AMERICAN GENERAL

SHAREHOLDERS VOTE FOR APPROVAL OF THE MERGER AGREEMENT AT THE SPECIAL MEETING OF

AMERICAN GENERAL SHAREHOLDERS. The special meeting of American General
shareholders will be held in Houston, Texas at the St. Regis Hotel, 1919 Briar
Oaks Lane, on August 15, 2001, at 9:00 a.m. CDT.

YOUR VOTE IS VERY IMPORTANT, regardless of the number of shares you own.
Holders of at least two-thirds of the outstanding American General shares must
approve the merger agreement for the acquisition to proceed. Abstentions and
failures to vote will have the same effect as votes against the merger
agreement. Please vote your shares as soon as possible so that your shares are
represented at the special meeting. To vote your shares, please complete, sign
and date the enclosed proxy card and promptly return it in the enclosed
postage-paid envelope.

If you have any questions prior to the special meeting or need further
assistance, please call American General's proxy solicitor, Georgeson
Shareholder Communications Inc., at (800) 223-2064.

Very truly yours,
/s/ Robert M. Devlin

ROBERT M. DEVLIN
Chairman of the Board

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED UPON THE
ACCURACY OR ADEQUACY OF THIS PROXY STATEMENT/PROSPECTUS. ANY REPRESENTATION TO
THE CONTRARY IS A CRIMINAL OFFENSE.

This proxy statement/prospectus is dated June 26, 2001,
and is first being mailed to American General shareholders on or about July 2,
2001.

AMERICAN GENERAL CORPORATION
2929 ALLEN PARKWAY
HOUSTON, TEXAS 77019

This document incorporates important business and financial information
about American General and AIG from documents that are not included in or
delivered with this document. This information is available to you without
charge upon your written or oral request. You can obtain documents related to
American General and AIG that are incorporated by reference in this document,
without charge, by requesting them in writing or by telephone from the
appropriate company:

AMERICAN INTERNATIONAL GROUP, INC. AMERICAN GENERAL CORPORATI
70 Pine Street Investor Relations
New York, New York 10270 P.O. Box 3247
(212) 770-6293 Houston, Texas 77253-3247

Attention: Director of Investor Relations (800) AGC-1111

IF YOU WOULD LIKE TO REQUEST DOCUMENTS, PLEASE DO SO BY AUGUST 8, 2001 TO
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RECEIVE THEM BEFORE THE SPECIAL MEETING.

See "Where You Can Find More Information" on page 77.
3

NOTICE OF SPECIAL MEETING OF
AMERICAN GENERAL CORPORATION SHAREHOLDERS

To the shareholders of American General Corporation:

NOTICE IS HEREBY GIVEN that American General Corporation will hold a
special meeting of its shareholders in Houston, Texas at the St. Regis Hotel,
1919 Briar Oaks Lane, on August 15, 2001, at 9:00 a.m. CDT, for the following
purposes:

1. To consider and vote on a proposal to approve the Agreement and Plan of
Merger, dated as of May 11, 2001, by and among American General
Corporation, American International Group, Inc. and Washington
Acquisition Corporation, a wholly owned subsidiary of AIG. A copy of
the merger agreement is attached as Appendix A to the proxy
statement/prospectus accompanying this notice; and

2. To transact any other business as may properly come before the special
meeting and any adjournment or postponement of the special meeting.

Only holders of record of American General common stock at the close of
business on June 25, 2001 are entitled to receive this notice and to vote their
shares at the special meeting or any adjournments or postponements of the
special meeting. At that time, there were 499,942,017 shares of American General
common stock issued and outstanding. Each share of American General common stock
is entitled to one vote on each matter properly brought before the special
meeting. A list of record holders will be available for examination by any
American General shareholder, for any purpose related to the special meeting, at
the offices of American General in Houston, Texas during normal business hours
for a period of ten days prior to the date of the special meeting.

Please vote your shares as soon as possible so that your shares are
represented at the special meeting. To vote your shares, please complete, sign
and date the enclosed proxy card and promptly return it in the enclosed
postage-paid envelope. If you attend the special meeting, you may vote in person
if you wish by completing a ballot at the special meeting, regardless of whether
you have already signed, dated and returned your proxy card.

THE AMERICAN GENERAL BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE "FOR"
APPROVAL OF THE AGREEMENT AT THE SPECIAL MEETING.

Please review the proxy statement/prospectus accompanying this notice for
more complete information regarding the agreement, the acquisition and related
matters.

By the Order of the Board of
Directors,

/s/ Mark S. Berg

MARK S. BERG

Executive Vice President, General
Counsel and

Corporate Secretary

Dated: June 26, 2001
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PLEASE VOTE YOUR SHARES PROMPTLY.
YOU CAN FIND INSTRUCTIONS FOR VOTING ON THE ENCLOSED PROXY CARD.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

This proxy statement/prospectus contains forward-looking information. The
Private Securities Litigation Reform Act of 1995 provides a "safe harbor" for
forward-looking information to encourage companies to provide prospective
information about themselves without fear of litigation so long as that
information is identified as forward-looking and is accompanied by meaningful
cautionary statements identifying important factors that could cause actual
results to differ materially from those projected in the information.
Forward-looking information may be included in this proxy statement/prospectus
or may be "incorporated by reference" from other documents filed with the SEC by
AIG and American General and may include statements for the periods from and
after the completion of the acquisition. You can find many of these statements
by looking for words including, for example, "believes," "expects,"
"anticipates," "estimates" or similar expressions in this proxy
statement/prospectus or in documents incorporated by reference in this proxy
statement/prospectus.

The forward-looking information is subject to numerous assumptions, risks
and uncertainties.

Factors that may cause actual results to differ materially from those
contemplated by the forward-looking information include, among others, the
following:

— general economic and business conditions;

— the entry of new or stronger competitors and the intensification of
pricing competition;

- the loss of current customers or the inability to obtain new customers
whether or not the acquisition is completed;

— changes in interest rates and the performance of the financial markets;

— currency fluctuations and changes in the availability, cost and
collectibility of reinsurance;

- catastrophic events, including, for example, earthquakes or hurricanes
and other severe weather-related events;

- changes in the coverage terms selected by insurance customers, including
higher deductibles and lower limits;

- the adequacy of loss reserves;

— political risk in some of the countries in which AIG operates or insures
risks;

- changes in asset valuations;
— consolidation and restructuring in the insurance industry;

- changes in regulation and tax laws affecting the cost, availability or
demand for the products of AIG and American General;

— adverse litigation or arbitration results, including proceedings related
to industrial life insurance, satellite dish financing, and workers'
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compensation insurance;

- the risk that conditions to the merger will not be satisfied or that the
merger agreement may be terminated, and that, as a result, the
acquisition will not be completed;

— the risk that the American General businesses will not be successfully
integrated into AIG;

— the integration and other costs related to the acquisition; and

— the risk that anticipated synergies will not be obtained or not obtained
in the amounts and within the time anticipated.

Because forward-looking information is subject to various risks and
uncertainties, actual results may differ materially from that expressed or
implied by the forward-looking information. AIG and American General caution
American General shareholders not to place undue reliance on this information,
which

5

speaks only as of the date of this proxy statement/prospectus or, in the case of
a document incorporated by reference, the date of that document.

All subsequent written and oral forward-looking information attributable to
AIG or American General or any person acting on their behalf is expressly
qualified in its entirety by the cautionary statements contained or referred to
in this section. Neither AIG nor American General, nor any person acting on
their behalf, undertakes any obligation to release publicly any revisions to
forward-looking information to reflect events or circumstances after the date of
this proxy statement/prospectus or to reflect the occurrence of unanticipated
events.
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American General Corporation and Washington Acquisition
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QUESTIONS AND ANSWERS
ABOUT THE ACQUISITION AND THE SPECIAL MEETING

WHY IS AMERICAN GENERAL CORPORATION HOLDING THE SPECIAL MEETING?
American General is holding the special meeting for the following purposes:

- to ask you to consider and vote on a proposal to approve the Agreement
and Plan of Merger, dated as of May 11, 2001, by and among American
General, American International Group, Inc. and Washington Acquisition
Corporation, a wholly owned subsidiary of AIG; and

- to transact any other business as may properly come before the special
meeting and any adjournment or postponement of the special meeting.

A copy of the merger agreement is attached as Appendix A to this proxy
statement/prospectus and is incorporated by reference in this proxy
statement/prospectus.

WHY IS AMERICAN GENERAL PROPOSING THE ACQUISITION?

Your board of directors believes the transaction with AIG represents a
compelling opportunity to enhance value for American General shareholders,
who will receive shares in the leading U.S.-based international insurance
and financial services organization and will participate in a company with
stronger financial resources and enhanced prospects for future growth and
earnings.

WHAT WILL AMERICAN GENERAL SHAREHOLDERS RECEIVE WHEN THE ACQUISITION IS
COMPLETED?

When the acquisition is completed, you will receive shares of AIG common
stock in exchange for your American General shares based on the following
formula. If the daily average high and low sale prices per share of AIG
common stock on the New York Stock Exchange composite transactions
reporting system for the ten trading days ending on the third trading day
prior to completion of the acquisition is:

- $84.22 per share or greater, you will be entitled to receive 0.5462 of a
share of AIG common stock for each share of American General common
stock;

— less than $84.22 per share but greater than $76.20 per share, you will be
entitled to receive that fraction of a share of AIG common stock having a
value, based on the ten-day average market price, of $46.00 for each
share of American General common stock; or

- $76.20 per share or less, you will be entitled to receive 0.6037 of a
share of AIG common stock for each share of American General common
stock.

Please see "The Merger Agreement —-- Consideration to be Received in the
Merger" for a more detailed explanation of the merger consideration.
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Q: WHEN WILL THE FINAL EXCHANGE RATIO BE CALCULATED AND ANNOUNCED?

A: The final exchange ratio will be calculated based on the daily average high
and low sale prices per share of AIG common stock on the New York Stock
Exchange composite transactions reporting system for the ten trading days
ending on the third trading day prior to completion of the merger. AIG
intends to issue a press release announcing the final exchange ratio for
the acquisition promptly after it is determined.

Q: WILL AIG ISSUE FRACTIONAL SHARES OF AIG COMMON STOCK AS MERGER
CONSIDERATION?

A: No, AIG will not issue fractional shares in the acquisition. As a result,
the total number of shares of AIG common stock that each American General
shareholder will receive in the acquisition will be rounded down to the
nearest whole number and each American General shareholder will receive a
cash payment for the value of any fractional share of AIG common stock that
he or she would otherwise receive, if any. Please see "The Merger
Agreement —-- Fractional Shares" for further information.

Q: WHAT IS THE DETERMINATION AND RECOMMENDATION OF THE AMERICAN GENERAL BOARD
OF DIRECTORS WITH RESPECT TO THE ACQUISITION?

A: The American General board of directors has unanimously determined that the
merger

agreement and the transactions contemplated by the merger agreement,
including the acquisition, are advisable and in the best interests of
American General and its shareholders and would be consistent with, and in
furtherance of, the long-term business strategies and goals of American
General. Accordingly, the American General board of directors recommends
that American General shareholders vote "FOR" approval of the merger
agreement at the special meeting. In making its determination and
recommendation, the American General board of directors took into account,
among other things, the opinion of Morgan Stanley & Co. Incorporated, the
financial advisor to American General, dated as of May 10, 2001, that as of
that date and subject to and based on the factors considered in its
opinion, the consideration to be paid to holders of shares of American
General common stock pursuant to the merger agreement was fair from a
financial point of view to such holders.

Please see "The Acquisition —-—- Reasons for the Acquisition; Recommendation
of the American General Board" and "-- Opinion of American General's
Financial Advisor" for further information.

Q: WHEN DOES AIG EXPECT TO COMPLETE THE ACQUISITION?

A: American General is working with AIG to complete the acquisition as quickly
as possible. In addition to obtaining the approval of American General
shareholders, American General and AIG must obtain various regulatory
approvals. American General and AIG expect to complete the transaction
prior to the end of this year.

Q: WHEN AND WHERE IS THE SPECIAL MEETING?
A: The special meeting of American General shareholders will be held on August

15, 2001 at 9:00 a.m. CDT, in Houston, Texas at the St. Regis Hotel, 1919
Briar Oaks Lane.
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WHO CAN VOTE AT THE SPECIAL MEETING?

American General shareholders who hold their shares of record as of the
close of business on June 25, 2001, are entitled to notice of and to vote
at the special meeting. On the record date, there were 499,942,017 shares
of American General common stock issued and outstanding.

WHAT VOTE IS REQUIRED IN ORDER TO COMPLETE THE ACQUISITION?

In order to complete the acquisition, the merger agreement must be approved
by the affirmative vote of the holders of at least two-thirds of the issued
and outstanding shares of American General common stock on the record date.
If you return a signed and dated proxy card but do not indicate how the
shares are to be voted, the shares represented by your proxy card will be
voted as recommended by the American General board of directors. A properly
executed proxy card marked "ABSTAIN" will not be voted at the special
meeting. Abstentions will be counted to determine whether there is a quorum
present at the special meeting.

the issued and

the record date is
proxy card "ABSTAIN"
against the merger

Because the affirmative vote of at least two-thirds of
outstanding shares of American General common stock on
required to approve the merger agreement, marking your
or failing to vote will have the same effect as voting
agreement.

IF MY SHARES ARE HELD IN "STREET NAME" BY MY BROKER OR
BROKER OR NOMINEE VOTE MY SHARES FOR ME?

NOMINEE, WILL MY

Your broker or nominee will vote your shares only if you provide
instructions on how you want your shares to be voted. You should follow the
directions provided by your broker or nominee regarding how to instruct
your broker or nominee to vote your shares.

American General common stock is listed on the New York
New York Stock Exchange rules do not permit brokers and
shares that they hold on another's behalf either for or
agreement without specific instructions from the person
owns those shares. Broker non-votes, which are shares h
nominees that are represented at a meeting but with res
broker or nominee is not empowered to vote on a particu
counted for purposes of determining whether there is a

meeting.
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affirmative vote of at least two-thirds of
shares of American General common stock on
approve the merger agreement, broker non-vo
as a vote against the merger agreement.

Because the
outstanding
required to
same effect

CAN I CHANGE MY VOTE AFTER I HAVE MAILED MY PROXY CARD?

Yes. You may change your vote by revoking your proxy.
one of three ways:

- deliver a valid,
special meeting;

later-dated proxy that is timely re

— provide written notice to American General's Corpora
timely received before the special meeting that you

Stock Exchange. The
nominees to vote the
against the merger
who beneficially
eld by brokers or
pect to which the
lar proposal, may be
quorum at the special

the
the
tes

issued and
record date is
will have the

You can do this in

ceived before the

te Secretary that is
have revoked your
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- attend the special meeting in person and vote by completing a ballot.

In order to help ensure timely delivery of a proxy sent by mail, please
return it in the enclosed envelope as soon as possible.

You will not revoke your proxy by simply attending the special meeting
unless you complete a ballot. If you have instructed a broker or nominee to
vote your shares, you must follow directions from them to change those
instructions.

SHOULD I SEND IN MY SHARE CERTIFICATES NOW?

No. After the acquisition is completed, AIG will promptly instruct the
exchange agent to send transmittal forms to American General shareholders
with instructions on how to exchange their share certificates.

WHAT HAPPENS TO SHARES OF AMERICAN GENERAL COMMON STOCK PURCHASED THROUGH
THE AMERICAN GENERAL DIVIDEND REINVESTMENT PLAN IN THE ACQUISITION?

These shares will be treated the same as all other outstanding shares of
American General common stock and will be entitled to the merger
consideration.

WILL I CONTINUE TO RECEIVE DIVIDENDS AFTER COMPLETION OF THE ACQUISITION?

Commencing in September, AIG will pay a quarterly dividend of $0.042 per
share, compared to American General's $0.24 per share. Following the
acquisition, you will receive dividends at the AIG dividend rate. You can
determine your dividend income following the acquisition by multiplying the
number of AIG shares you receive by the AIG dividend rate. Please see
"Comparative Per Share Market Price and Dividend Information."

DOES AIG MAINTAIN A DIVIDEND REINVESTMENT PLAN?

No. Accordingly, all dividends on AIG shares received in the acquisition
will be paid in cash.

WHAT DO I NEED TO DO NOW?

Please vote your shares as soon as possible, so that your shares are
represented at the special meeting. TO VOTE YOUR SHARES, PLEASE COMPLETE,
SIGN AND DATE THE ENCLOSED PROXY CARD AND PROMPTLY RETURN IT IN THE
ENCLOSED POSTAGE-PAID ENVELOPE. If you attend the special meeting, you may
vote in person if you wish by completing a ballot at the special meeting,
regardless of whether you have already signed, dated and returned your
proxy card.

Please review this proxy statement/prospectus for more complete information
regarding the matters proposed for your consideration at the special
meeting.

WHO CAN HELP ANSWER MY QUESTIONS?

If you have questions about the merger agreement, the transactions
contemplated by the merger agreement, including the acquisition, or how to
complete and return your proxy, or if you would like additional copies of
this proxy statement/prospectus, you should call Georgeson Shareholder
Communications Inc. at (800) 223-2064.

10
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11
SUMMARY

This brief summary highlights selected information from this proxy
statement/prospectus. It does not contain all of the information that is
important to you. AIG and American General urge you to read carefully the entire
proxy statement/prospectus, the other documents to which this document refers
and the documents of AIG and American General that are incorporated by reference
in this proxy statement/prospectus. See "Where You Can Find More Information"
(page 77). A copy of the merger agreement is attached as Appendix A to this
proxy statement/prospectus and is incorporated by reference in this proxy
statement/prospectus. Each item in this summary includes a page reference
directing you to a more complete description of that item.

AMERICAN GENERAL SHAREHOLDERS WILL RECEIVE SHARES OF AIG COMMON STOCK (PAGE 46)

American International Group, Inc. and American General Corporation are
proposing a transaction in which AIG will acquire American General in a merger
of American General with Washington Acquisition Corporation, a wholly owned
subsidiary of AIG. American General will survive the merger and will continue as
a wholly owned subsidiary of AIG. Subject to receipt of American General
shareholder approval, regulatory approvals and other matters, AIG and American
General expect to complete the acquisition prior to the end of 2001. If the
merger is completed, you will receive shares of AIG common stock based on the
following formula. If the daily average high and low sale prices per share of
AIG common stock on the New York Stock Exchange composite transactions reporting
system for the ten trading days ending on the third trading day prior to
completion of the merger is:

- $84.22 or greater, you will receive 0.5462 of a share of AIG common stock
for each share of American General common stock that you own at the time
the merger is completed;

- between $76.20 and $84.22, you will receive that fraction of a share of
AIG common stock having a value, based on the ten-day average market
price, of $46.00 for each share of American General common stock that you
own at the time the merger is completed; or

- $76.20 or less, you will receive 0.6037 of a share of AIG common stock
for each share of American General common stock that you own at the time
the merger is completed.

The final calculation of the exchange ratio in the acquisition will be
determined prior to completion of the acquisition and AIG plans to issue a press
release announcing the exchange ratio promptly after it is determined. AIG will
pay American General shareholders the value of any fractional share in cash
rather than issuing any fractional shares of AIG common stock.

You will have to surrender your American General common stock certificates
to receive new stock certificates representing AIG common stock. PLEASE DO NOT
SEND ANY CERTIFICATES NOW —-- AIG will send you written instructions on how to
surrender your American General common stock certificates for new AIG common
stock certificates after the acquisition is completed.

THE EXCHANGE RATIO AND THE MARKET VALUE OF THE SHARES OF AIG COMMON STOCK
ISSUABLE IN THE MERGER WILL FLUCTUATE WITH CHANGES IN THE MARKET PRICE OF AIG
COMMON STOCK (PAGE 46)

Because the exchange ratio depends on the ten-day average market price of

AIG common stock as described above, the exchange ratio will fluctuate if the
ten-day average market price of AIG common stock is between $76.20 and $84.22.

11
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Within that range, each share of American General common stock will be exchanged
for that fraction of a share of AIG common stock having a market value, based on
the ten-day average price, of $46.00. If the ten-day average AIG price per share
is $76.20 or less, the exchange ratio will be fixed at 0.6037 of a share of AIG
common stock and will not be adjusted to limit the risk of any further decline
in the market value of the consideration you will receive in the merger. In
addition, the exchange ratio will be fixed at 0.5462 of a share of AIG common
stock if the ten-day average AIG price per share is $84.22 or more. Accordingly,
the market value of the consideration that you will receive will fluctuate with
the market price of AIG common stock if either of the two fixed exchange ratios
applies. AIG and American General encourage you to obtain current stock price
quotations for AIG common stock from a

12

newspaper, the Internet or your broker. AIG common stock trades on the New York
Stock Exchange under the symbol "AIG."

It is possible that the merger will not be completed until some time after
the American General special meeting. If that occurs, then because the ten-day
average market price measurement period does not end until the third trading day
prior to completion of the merger, shareholders voting at the special meeting
will not know the exchange ratio to be applied in the merger or, therefore, the
exact value of the consideration to be received.

THE MERGER WILL GENERALLY BE TAX-FREE TO SHAREHOLDERS (PAGE 35)

AIG will not be obligated to complete the merger unless it receives an
opinion from its counsel, Wachtell, Lipton, Rosen & Katz, and American General
will not be obligated to complete the merger unless it receives an opinion from
its counsel, Skadden, Arps, Slate, Meagher & Flom LLP, in each case to the
effect that the merger will be treated as a transaction that is of a type that
is generally tax-free for United States federal income tax purposes. Assuming
that the merger constitutes such a transaction, the exchange by American General
shareholders of shares of American General common stock for shares of AIG common
stock generally will not cause them to recognize any gain or loss for U.S.
federal income tax purposes. American General shareholders, however, will have
to recognize income or gain or loss in connection with any cash received rather
than fractional shares.

THIS TAX TREATMENT MAY NOT APPLY TO ALL AMERICAN GENERAL SHAREHOLDERS.
DETERMINING THE ACTUAL TAX CONSEQUENCES OF THE MERGER TO YOU CAN BE COMPLICATED.
THE ACTUAL TAX CONSEQUENCES WILL DEPEND ON YOUR SPECIFIC SITUATION AND ON
VARIABLES NOT WITHIN THE CONTROL OF AIG OR AMERICAN GENERAL. YOU SHOULD CONSULT
YOUR OWN TAX ADVISOR FOR A FULL UNDERSTANDING OF THE MERGER'S TAX CONSEQUENCES
TO YOU.

AMERICAN GENERAL'S FINANCIAL ADVISOR SAYS THE CONSIDERATION IS FAIR TO HOLDERS
OF SHARES OF AMERICAN GENERAL COMMON STOCK (PAGE 27)

Among the factors considered in deciding to approve the merger agreement,
the American General board of directors received an opinion from its financial
advisor, Morgan Stanley & Co. Incorporated, that, as of May 10, 2001, which was
the date on which the American General board approved the merger agreement, and
subject to and based on the factors considered in its opinion, the consideration
to be paid to holders of shares of American General common stock pursuant to the
merger agreement was fair from a financial point of view to such holders. Morgan
Stanley subsequently confirmed its opinion in writing as of May 10, 2001. The
full text of Morgan Stanley's opinion, which sets forth assumptions made,
matters considered and limitations on the review undertaken in connection with
the opinion, is attached as Appendix B to this proxy statement/prospectus and is
incorporated by reference into this proxy statement/prospectus.

12
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THE AMERICAN GENERAL BOARD OF DIRECTORS RECOMMENDS THAT YOU APPROVE THE MERGER
AGREEMENT (PAGE 24)

Based on American General's reasons for the acquisition described in this
proxy statement/prospectus, including Morgan Stanley's fairness opinion, the
American General board of directors believes that the acquisition is advisable
and in the best interests of American General shareholders and unanimously
recommends that you vote "FOR" approval of the merger agreement.

The American General board of directors and executive officers and their
affiliates held approximately 2,392,902 shares of American General common stock
as of the record date. The shares held as of the record date by the American
General directors and executive officers and their affiliates represent
approximately 0.48% of the number of shares of American General common stock
necessary to approve the merger agreement. American General currently expects
that all of its directors and executive officers will vote shares held by them
in favor of the merger agreement.

SOME OF AMERICAN GENERAL'S DIRECTORS AND EXECUTIVE OFFICERS HAVE INTERESTS IN
THE ACQUISITION THAT ARE IN ADDITION TO THEIR INTERESTS AS SHAREHOLDERS (PAGE
38)

Some of American General's directors and executive officers have interests
in the acquisition that are in addition to their interests as shareholders of
American General. These interests include, among other things, employment
agreements that

13

three of American General's executive officers have entered into with AIG that
will become effective upon completion of the acquisition, provisions in the
merger agreement relating to indemnification, insurance and employee benefits
plans and agreements, and provisions relating to the acceleration and/or payout
of benefits under the benefits agreements, plans and arrangements of American
General. In addition, Robert M. Devlin, Chairman, President and Chief Executive
Officer of American General, will become a director and Vice Chairman of AIG as
promptly as practicable following completion of the acquisition. See "The
Acquisition —-- Interests of American General Directors and Executive Officers in
the Acquisition."

CONDITIONS TO THE PROPOSED MERGER (PAGE 47)

The completion of the merger depends on a number of conditions being met,
including the following:

- approval of the merger agreement by the holders of at least two-thirds of
the issued and outstanding shares of American General common stock on the
record date;

— authorization for listing on the New York Stock Exchange of the shares of
AIG common stock to be issued in the merger;

- expiration or termination of the waiting period under the
Hart-Scott-Rodino Antitrust Improvements Act of 1976 and under applicable
state insurance laws and receipt of required governmental consents,
authorizations, orders and approvals;

— absence of any legal prohibition against the acquisition;

- absence of any stop order suspending the effectiveness of the

13
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registration statement of which this proxy statement/prospectus forms a
part;

- accuracy of the representations and warranties of the parties contained
in the merger agreement and compliance with the obligations of the
parties to be performed under the merger agreement, subject to the
materiality standard provided under the merger agreement;

— receipt by each party of an opinion of its respective tax counsel that
the merger will be treated as a reorganization under Section 368 (a) of
the Internal Revenue Code of 1986; and

- receipt by AIG on the closing date of the acquisition of a letter from
its independent accountants informing AIG that the acquisition will
qualify as a "pooling of interests" for accounting and financial
reporting purposes.

Where the law permits, either AIG or American General can elect to waive a
condition to its obligation to complete the merger. AIG and American General
cannot be certain when or if the conditions to the merger will be satisfied or
waived or that the merger will be completed.

AIG AND AMERICAN GENERAL MAY DECIDE NOT TO COMPLETE THE ACQUISITION (PAGE 52)

AIG and American General may agree to terminate the merger agreement by
mutual written consent at any time before completing the acquisition, even after
American General's shareholders have approved the merger agreement.

Either AIG or American General may terminate the merger agreement if:

- the merger is not completed by February 28, 2002, except that a party
whose failure to perform its obligations under the merger agreement
primarily contributed to the failure to complete the merger by that time
cannot terminate the agreement under this provision. This date may be
extended for 60 days by either party if the inability to complete the
merger by February 28, 2002 was due to the failure to obtain necessary
governmental consents or approvals and the extending party reasonably
believes that the necessary consents or approvals will be obtained during
the extended time period;

— there is a final, non-appealable legal prohibition against the
acquisition; or

— American General's shareholders fail to approve the merger agreement at
the special meeting, except that a party whose breach in any material
respect of its obligations under the merger agreement has materially
contributed to the failure of the merger to be completed or any condition
to be satisfied cannot terminate the merger agreement under this
provision.

14

In addition, American General may terminate the merger agreement if:

— AIG breaches any representation, warranty, covenant or agreement
contained in the merger agreement, subject to the materiality standard
provided under the merger agreement, and that breach is not cured, or
cannot be cured, by the earlier of twenty business days following the

notice or February 28, 2002; or

— American General's board of directors withholds, withdraws or adversely
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modifies its recommendation to its shareholders of the merger agreement
as a result of the exercise of the board of directors' fiduciary duties.

In addition, AIG may terminate the merger agreement if:

— American General breaches any representation, warranty, covenant or
agreement contained in the merger agreement, subject to the materiality
standard provided under the merger agreement, and that breach is not
cured, or cannot be cured, by the earlier of twenty business days
following the notice or February 28, 2002;

— American General's board of directors withholds, withdraws or adversely
modifies its approval or recommendation of the merger agreement to its
shareholders and AIG does not elect to cause American General to have its
shareholders vote upon the proposed merger agreement despite that action;
or

— American General's board of directors breaches its agreement not to
solicit competing acquisition proposals or recommends a competing
acquisition proposal to the American General shareholders.

TERMINATION FEE (PAGE 53)

In the event of a termination, the merger agreement requires AIG to pay to
American General a termination fee of up to $600 million unless the merger
agreement is terminated under specified circumstances. The merger agreement
requires American General to pay to AIG a termination fee of up to $250 million
if the merger agreement is terminated under other specified circumstances.

REGULATORY FILINGS AND APPROVALS (PAGE 36)

The Hart-Scott-Rodino Antitrust Improvements Act of 1976 prohibits AIG and
American General from completing the acquisition until after AIG and American
General have furnished information and materials to the United States Department
of Justice and the United States Federal Trade Commission and a required waiting
period has ended. On June 12, 2001 and June 15, 2001, respectively, AIG and
American General furnished the required information and materials to the United
States Department of Justice and the United States Federal Trade Commission.
Even after the expiration or termination of the waiting period, the United
States Department of Justice, the United States Federal Trade Commission and any
state will continue to have the authority to challenge the acquisition on
antitrust grounds before or after the acquisition is completed.

The acquisition is also subject to the receipt of approvals from various
state insurance and consumer finance regulatory authorities and the expiration
of specified waiting periods under the insurance laws of some of the states in
which AIG and American General do business. The acquisition also requires the
approval of the U.S. Office of Thrift Supervision and various state banking
departments. AIG and American General have made all necessary regulatory filings
seeking approval of the acquisition.

AIG and American General cannot predict whether the required regulatory and
other approvals will be obtained within the time frame contemplated by the
merger agreement or on conditions that would not be detrimental to AIG or
American General, or whether these approvals will be obtained at all. In
connection with obtaining these approvals, neither AIG nor American General is
required to agree to any limitation, divestiture or condition that would
materially and adversely impact the aggregate economic or business benefits of
the acquisition.

ACCOUNTING TREATMENT (PAGE 44)
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AIG and American General expect the acquisition to be accounted for as a
"pooling of interests." This means that, for accounting and

15

financial reporting purposes, AIG will treat American General as if it had
always been a consolidated subsidiary of AIG. Either AIG or American General can
decide not to complete the transaction if AIG does not receive a letter from its
independent accountants telling AIG that the acquisition will qualify as a
pooling of interests.

AMERICAN GENERAL SHAREHOLDERS DO NOT HAVE APPRAISAL RIGHTS (PAGE 44)

Under the corporation laws of the State of Texas, which is where American
General is incorporated, American General shareholders do not have any appraisal
or dissenters' rights in connection with the acquisition.

THE COMPANIES

AMERICAN INTERNATIONAL GROUP, INC. (PAGE 57)
70 Pine Street

New York, New York 10270

(212) 770-7000

American International Group, Inc., a Delaware corporation, is a holding
company with total consolidated assets of approximately $320 billion and
shareholders' equity of approximately $42 billion as of March 31, 2001, which
through its subsidiaries is primarily engaged in a broad range of insurance and
insurance-related activities and financial services in the United States and
abroad. AIG's primary activities include both general and life insurance
operations. Other significant activities include financial services and asset
management. As of March 31, 2001, AIG had a market capitalization of
approximately $188 billion.

AMERICAN GENERAL CORPORATION (PAGE 58)
2929 Allen Parkway

Houston, Texas 77019

(713) 522-1111

American General Corporation, a Texas corporation, is one of the largest
diversified financial services organizations in the United States, with total
assets of $124 billion and shareholders' equity of $8.6 billion as of March 31,
2001. American General's operating divisions deliver a wide range of retirement
services, investment, life insurance and consumer loan products to more than 12
million customers through multiple distribution channels. As of March 31, 2001,
American General had a market capitalization of approximately $19 billion.

16
COMPARATIVE PER SHARE
MARKET PRICE AND DIVIDEND INFORMATION

The table below sets forth, for the calendar quarters indicated, the high
and low closing sales prices per share of AIG common stock and the high and low
closing sales prices per share of American General common stock, in each case as
reported on the NYSE composite transactions reporting system, and the dividends
declared by AIG and American General during those periods. Under the terms of
the merger agreement, American General is permitted to declare and pay only
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regular quarterly cash dividends until the completion of the acquisition.
Shares of AIG common stock are listed on the New York Stock Exchange under

the symbol "AIG." Shares of American General common stock are listed on the New
York Stock Exchange under the symbol "AGC."

AMERICAN
AIG COMMON STOCK (a) COMMON
HIGH LOW DIVIDENDS HIGH LOW
1998
T o= o O = i = S 46.00 $35.73 $.027 $32.34 $26.
SeCONd QUATE Tt i v it et et e e e et ettt 51.91 43.62 .027 35.59 31.
Third QUATLET . vttt it ittt ettt ettt eeeeeennnns 54.37 40.67 .030 37.69 30.
Fourth Quarter. .. ...ttt ettt e 53.80 35.50 .030 39.28 28.
1999
First QuUarter. ...ttt ittt ittt teeeennn $ 65.40 $52.00 $.030 $38.84 $32.
SeCONd QUATE Tt it it et et et e ettt et 70.90 59.47 .030 38.41 34.
Third QUATLET . vttt it ittt ettt ettt eeeeeennnns 66.50 56.33 .033 40.41 31.
Fourth Quarter. ... ...ttt ettt e 74.46 54.67 .033 40.75 31.
2000
First QuUarter. ...ttt ittt ittt teeeennn $ 76.04 $54.29 $.033 $35.53 $23.
SeCONd QUATE Tt it it et et e e et e e et e 82.17 67.75 .033 33.59 26.
Third QUATLET . v i ittt ittt ettt ettt e e eeennans 95.69 78.79 .037 39.41 31.
Fourth Quarter. . ...ttt it ettt e e 103.69 90.13 .037 41.13 36.
2001
First QUATLET . ittt it et ettt ettt ettt eeeeannn S 96.88 $75.12 $.037 $40.19 $35.
Second Quarter (through June 25, 2001)....... $ 85.80 $76.18 .037 $46.75 $36.

(a) All AIG common stock information has been adjusted to reflect stock splits
effected as a 50% common stock dividend paid July 31, 1998, a 25% common
stock dividend paid July 30, 1999 and a 50% common stock dividend paid July
28, 2000.

(b) All American General common stock information has been adjusted to reflect a
two-for-one stock split effective March 1, 2001.

Subject to the dividend preference of any of AIG's preferred stock that may
be outstanding, none of which is currently outstanding, the holders of AIG
common stock will be entitled to receive dividends that may be declared by the
AIG board of directors from funds legally available for the payment of
dividends. There are restrictions that apply under applicable insurance laws,
however, to the payment of dividends to AIG by its insurance subsidiaries.
Similar restrictions apply to the payment of dividends to American General by
its insurance subsidiaries.

The New York Stock Exchange closing prices for AIG common stock, American
General common stock and the implied market value of the merger consideration,
based on the AIG closing price and the applicable exchange ratio (calculated
assuming that the ten-day average price is equal to the then-current closing
price):

- on April 3, 2001, the date on which AIG announced publicly its interest in
acquiring American General, were as follows —-—
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AIG AMERICAN GENERAL IMPLIED MARKET VALUE OF
PER SHARE PRICE PER SHARE PRICE MERGER CONSIDERATION
$80.21 $36.80 $46.00

- on May 10, 2001, the last trading day prior to the date on which AIG and
American General executed the merger agreement, were as follows —--

AIG AMERICAN GENERAL IMPLIED MARKET VALUE OF
PER SHARE PRICE PER SHARE PRICE MERGER CONSIDERATION
$83.00 $44.62 $46.00

- on June 25, 2001, the latest practicable trading day prior to the date of
this proxy statement/ prospectus, were as follows —-

AIG AMERICAN GENERAL IMPLIED MARKET VALUE OF
PER SHARE PRICE PER SHARE PRICE MERGER CONSIDERATION
$84.45 $46.21 $46.13
9

17
SELECTED CONSOLIDATED FINANCIAL DATA

The following information is being provided to assist you in your analysis
of the financial aspects of the acquisition.

The selected consolidated financial data of AIG as of and for the years
ended December 31, 2000, 1999 and 1998 have been derived from consolidated
financial statements of AIG, which have been audited by PricewaterhouseCoopers
LLP, independent accountants, and are incorporated by reference in this proxy
statement/prospectus. The selected consolidated financial data of AIG as of and
for the years ended December 31, 1997 and 1996 have been derived from audited
consolidated financial statements previously filed with the SEC but not
incorporated by reference in this proxy statement/prospectus.

The selected consolidated financial data of American General as of and for
the years ended December 31, 2000, 1999 and 1998 have been derived from
consolidated financial statements of American General, which have been audited
by Ernst & Young LLP, independent auditors, and are incorporated by reference in
this proxy statement/prospectus. The selected consolidated financial data of
American General as of and for the years ended December 31, 1997 and 1996 have
been derived from audited consolidated financial statements previously filed
with the SEC but not incorporated by reference in this proxy
statement/prospectus.

The selected consolidated financial data of AIG as of and for the three

months ended March 31, 2001 and March 31, 2000 have been derived from unaudited
consolidated financial statements filed by AIG with the SEC and are incorporated
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by reference in this proxy statement/prospectus and include all adjustments,
consisting only of normal recurring accruals, that AIG considers necessary for a
fair statement of the consolidated financial position, results of operations and
cash flows. Operating results for the three months ended March 31, 2001 are not
necessarily indicative of the results that may be expected for the entire year
ending December 31, 2001.

The selected consolidated financial data of American General as of and for
the three months ended March 31, 2001 and March 31, 2000 have been derived from
unaudited consolidated financial statements filed by American General with the
SEC and are incorporated by reference in this proxy statement/prospectus and
include all adjustments, consisting only of normal recurring accruals, that
American General considers necessary for a fair statement of the consolidated
financial position, results of operations and cash flows. Operating results for
the three months ended March 31, 2001 are not necessarily indicative of results
that may be expected for the entire year ending December 31, 2001.

The financial information for AIG and American General is qualified in its
entirety by, and you should read it in conjunction with, the consolidated
financial statements, the notes thereto and "Management's Discussion and
Analysis of Results of Operations and Financial Condition" for AIG or American
General, as the case may be, incorporated by reference in this proxy
statement/prospectus. See "Where You Can Find More Information" on page 77.

10
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA OF AIG
(IN MILLIONS, EXCEPT PER SHARE AMOUNTS)
THREE MONTHS ENDED
MARCH 31, YEARS ENDED DECEMBER 31,
2001 2000 2000 1999 1998 (d) 1997 (
REVENUES (@) ¢ v v vttt et i et i eeee e $ 12,151 $ 10,890 $ 45,972 $ 40,656 $ 35,716 $ 32,
General insurance:
Net premiums written............. 4,865 4,226 17,526 16,224 14,586 13,
Net premiums earned.............. 4,722 4,107 17,407 15,544 14,0098 12,
Adjusted underwriting profit..... 256 212 785 669 531
Net investment income............ 716 663 2,701 2,517 2,192 1,
Realized capital gains
(1O0SSES) v v ittt i it i iiiiiie e (21) 12 38 295 205
Operating income................. 951 887 3,524 3,481 2,928 2,
Life insurance:
Premium income............ovuuu.. 3,506 3,278 13,610 11,942 10,293 9,
Net investment income............ 1,921 1,671 7,123 6,206 5,201 4,
Realized capital gains
(1OSSES) v vttt ettt i it ee (18) (29) (162) (148) (74)
Operating income................. 939 783 3,387 2,858 2,373 2,
Financial services operating
income. ...t i e 329 281 1,293 1,081 869
Asset management operating
income. ... ..ot i e 111 104 430 314 191
Equity in income of minority-owned
insurance operations............. - - - - 57
Other realized capital losses...... (12) (4) (14) (25) (7)
Other income
(deductions) —-— net(b)........... (52) (60) (271) (197) (134)
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Income before income taxes and

minority interest................ 2,266 1,991 8,349 7,512 6,277 5,
INCOME LAXES . vttt ittt ennneennns 665 590 2,458 2,219 1,785 1,
Income before minority interest.... 1,601 1,401 5,891 5,293 4,492 3,
Minority interest.................. (69) (55) (255) (238) (210)

Net INCOME. ...t ii i iiiineennnnn. 1,532 1,346 5,636 5,055 4,282 3,
Earnings per common share(c):

BaASIC. ittt ittt e e e e .66 .58 2.43 2.18 1.87 1

Diluted. ...ttt .65 .57 2.41 2.15 1.83 1
Cash dividends per common

share(e) « v v ittt ittt .037 .033 .14 .13 .11
Total assets. ..., 320,800 279,259 306,577 268,238 233,676 199,
Long-term debt (f)..... ... ... 25,559 25,422 25,242 22,896 22,720 18,
Capital funds (shareholders'

EQUILY) ¢ttt ettt e e e e e e 41,752 33,838 39,619 33,306 30,123 26,

(a) Represents the sum of general net premiums earned, life premium income, net
investment income, financial services commissions, transaction and other
fees, asset management commissions and other fees, equity in income of
minority-owned insurance operations, and realized capital gains (losses).
Commencing in 1997, agency operations were presented as a component of
general insurance and 1996 agency results have been reclassified to conform
to this presentation.

(b) Including a reduction with respect to the cumulative effect of an accounting
change, net of tax of $6 million.

(c) Per share amounts for all periods presented have been retroactively adjusted
to reflect all stock dividends and splits and reflect the adoption of the
Statement of Financial Accounting Standards No. 128 "Earnings per Share."

11
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(d) The selected consolidated financial data as of and for the years ended
December 31, 1998, 1997 and 1996 have been restated to include the
operations of SunAmerica Inc., which was merged into AIG on January 1, 1999,
on a pooling of interests basis.

(e) Cash dividends have not been restated to reflect dividends paid by
SunAmerica Inc.

(f) Including commercial paper and excluding that portion of long-term debt
maturing in less than one year.

12
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA OF AMERICAN GENERAL
(IN MILLIONS, EXCEPT PER SHARE AMOUNTS)

THREE MONTHS ENDED
MARCH 31, YEARS ENDED DECEMBER 31,

OPERATING RESULTS

20
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Premiums and other

considerations..........cii... S 928 $ 993
Net investment income............. 1,388 1,330
Finance charges.......cuoueueeeeenenn. 420 391
Investment gains (losses)......... (35) (51)
Other revenues....... ..o eenenn. 69 74

Total revenuUesS. ... u e eennnnns 2,770 2,737
Insurance and annuity benefits.... 1,377 1,384
Operating costs and expenses...... 379 396
CommMisSsSionNS. oot eeeeeeeeeennn 296 317
Change in DPAC/CIP.....'iiieeennnn (111) (116)
Provision for finance receivable

10S S S e ettt ettt e e 60 49
Goodwill amortization............. 12 12
Interest expense

Corporate. . vttt eeiiinen. 57 54

Consumer lending................ 172 163
Litigation settlements and other

Charges. . vttt i ittt - -
Merger-related costs.............. - -
Loss on sale of non-strategic

S 1 = U< - -

Total benefits and expenses..... 2,242 2,259
Income before income tax

EXPENSE e v vttt et e 528 478
Income tax EXPEeNSEe. .. vueeeeeennnnns (177) (168)
Income before net dividends on

preferred securities of

subsidiaries....... ... .. 351 310
Net dividends on preferred

securities of subsidiaries...... (28) (25)

Net income........iiiiimiennnnn. $ 323 $ 285
Net income per share (h)

= $ 0.65 $ 0.57

Diluted. ...t eeennnn 0.64 0.56

13
21
THREE MONTHS ENDED
MARCH 31,
2001 2000 2000
FINANCIAL POSITION
Total assets....vevee... $124,356 $121,767 $120,094
Invested assets......... 78,866 70,783 72,293
Separate account
assetS. ... 20,028 26,495 23,234

21

$ 3,839 $ 3,772 $ 3,605 $3,362
5,453 5,232 5,095 4,020
1,619 1,455 1,354 1,265
(176) (19) 6 40
328 239 191 240
11,063 10,679 10,251 8,927
5,500 5,313 5,159 4,332
1,647 1,643 1,608 1,423
1,258 1,230 1,063 873
(504) (477) (213) (100
206 207 212 248
48 48 45 24
225 197 181 158
694 574 512 461
315 (a) 57 (a) 378 (a) 50
- - - 272
- -— - 113
9,389 8,792 8,945 7,854
1,674 1,887 1,306 1,073
(568) (664) (453) (447
1,106 1,223 853 626
(103) (92) (89) (84
$ 1,003(c) $ 1,131(d) $ 764 (e) S 542
$ 2.01 S 2.26 $ 1.51 $ 1.11
1.98 2.20 1.48 1.10
(
YEARS ENDED DECEMBER 31,
1999 1998 1997
(IN MILLIONS)
$115, 447 $105,107 $ 80,620
68,335 69,863 54,006
24,097 16,158 11,482
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Finance receivables,

oY 11,366 10,744 11,378 10,634 9,275 7,639
Debt (including short-

term)

Corporate............. 3,454 3,237 3,259 3,120 2,743 1,916

Consumer lending...... 10,820 10,271 10,833 10,206 8,863 7,266
Total liabilities

(excluding debt)...... 99,438 99,724 96,115 93,777 82,902 62,129
Redeemable equity....... 2,067 1,925 2,067 1,924 1,728 1,726
Shareholders' equity.... 8,577 6,610 7,820 6,420 8,871 7,583

(a) See note 17 of Item 8 in American General's Annual Report on Form 10-K for
the year ended December 31, 2000, incorporated by reference in this proxy
statement/prospectus.

(b) See note 3 of Item 8 in American General's Annual Report on Form 10-K for
the year ended December 31, 1998, incorporated by reference in this proxy
statement/prospectus.

(c) Includes effect of aftertax charges of $175 million for settlement of
industrial life insurance litigation and $32 million for alleged fraud loss
(see note (a) above).

(d) Includes effect of $36 million aftertax charge for litigation settlement
related to financing of satellite dishes (see note (a) above).

(e) Includes effect of $246 million aftertax charge for market conduct class
action litigation (see note (a) above).

(f) Includes effect of $247 million aftertax USLIFE Corporation merger-related
costs, $73 million aftertax loss on sale of non-strategic assets, and $33
million aftertax litigation charge (see note (b) above).

(g) Includes effect of $111 million aftertax loss on sale of non-strategic
assets and $32 million aftertax write-down of USLIFE Corporation group
business (see note (b) above).

(h) Restated for two-for-one stock split effective March 1, 2001.

14
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COMPARATIVE PER SHARE DATA

Summarized below is selected per share information of AIG and American
General on a historical, pro forma and equivalent pro forma basis. The
presentation below is unaudited. You should read the comparative per share
information below in conjunction with the selected consolidated financial data
on pages 10 - 14 of this proxy statement/prospectus.

THREE MONTHS ENDED
MARCH 31, YEARS ENDED DECEMBER 31

AIG —— HISTORICAL(a)
Earnings per common share:
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BaASiC. ittt it e e e e e e e $ .66 $ .58 $ 2.43

Diluted. . vttt e e e .65 .57 2.41
Cash dividends per common share.......... .037 .033 .14
Book value per share at period end....... 17.91 14.63 16.98
AMERICAN GENERAL —-- HISTORICAL (b)
Earnings per common share:

2= 1 $ 65 S 57 $ 2.01

Diluted. ..ttt e e .64 .56 1.98
Cash dividends per common share.......... .24 .22 .88
Book value per share at period end....... 17.00 13.42 15.47

(a) All AIG information has been adjusted to reflect the stock splits in the
form of a 50% common stock dividend paid July 28, 2000 and a 25% common
stock dividend paid July 30, 1999.

(b) All American General information has been adjusted to reflect the
two-for-one stock split effective March 1, 2001.
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Comparative per share data calculated by applying the maximum exchange ratio of
0.6037 of a share of AIG common stock for each share of American General common
stock is as follows:

THREE MONTHS ENDED

.18
.15
.13
.33

.20
.80
12.

90

17.

ENDED DECEMBER 31

.32
.13
15.

18

.40
.08

15.

MARCH 31, YEARS
2001 2000 2000
AIG —— PRO FORMA (a)
Earnings per common share:
2= T $ 71 S 62 $ 2.53
Diluted. . vttt e e .70 .61 2.51
Cash dividends per common share.......... .037 .033 .14
Book value per share at period end....... 19.12 15.54 18.00
ATIG PRO FORMA EQUIVALENT FOR AMERICAN
GENERAL SHAREHOLDERS (b)
Earnings per common share:
2= 1 $ 43 S 37 $ 1.53
Diluted. . vttt e e .42 .37 1.52
Cash dividends per common share.......... .02 .02 .08
Book value per share at period end....... 11.54 9.38 10.87

(a) All AIG information has been adjusted to reflect the stock splits in the
form of a 50% common stock dividend paid July 28, 2000 and a 25% common
stock dividend paid July 30, 1999.

(b) All American General information has been adjusted to reflect the
two-for-one stock split effective March 1, 2001.

.16
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Comparative per share data calculated by applying the minimum exchange ratio of
0.5462 of a share of AIG common stock for each share of American General common
stock is as follows:

THREE MONTHS ENDED

MARCH 31, YEARS ENDED DECEMBER 31
2001 2000 2000 1999 199
AIG —— PRO FORMA (a)
Earnings per common share:
BaASIC. ittt it e e e e e e $ 71 S 63 $ 2.56 $ 2.38 S 1.
Diluted. . vttt e e .71 .62 2.53 2.35 1.
Cash dividends per common share.......... .037 .033 .14 .13 .
Book value per share at period end....... 19.33 15.71 18.20 15.35 15.
ATIG PRO FORMA EQUIVALENT FOR
AMERICAN GENERAL SHAREHOLDERS (b)
Earnings per common share:
BASIC e ettt ittt e e e e $ 39 $ 34 $ 1.40 $ 1.30 $ 1.
Diluted. . vttt e e .39 .34 1.38 1.28 1.
Cash dividends per common share.......... .02 .02 .08 .07 .
Book value per share at period end....... 10.56 8.58 9.94 8.38 8.

(a) All AIG information has been adjusted to reflect the stock splits in the
form of a 50% common stock dividend paid July 28, 2000 and a 25% common
stock dividend paid July 30, 1999.

(b) All American General information has been adjusted to reflect the
two-for-one stock split effective March 1, 2001.
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THE AMERICAN GENERAL SPECIAL MEETING

This proxy statement/prospectus is being furnished in connection with the
solicitation of proxies from the holders of American General common stock by the
American General board of directors for use at the special meeting and any
adjournment or postponement of the special meeting. American General first
mailed this proxy statement/prospectus to American General shareholders on or
about July 2, 2001. You should read this proxy statement/prospectus carefully
before voting your shares.

DATE, TIME AND PLACE OF THE SPECIAL MEETING

The special meeting will be held in Houston, Texas at the St. Regis Hotel,
1919 Briar Oaks Lane, on August 15, 2001, starting at 9:00 a.m. CDT.

PURPOSE OF THE SPECIAL MEETING
American General is holding the special meeting for the following purposes:

- to ask you to consider and vote on a proposal to approve and adopt the
Agreement and Plan of Merger, dated as of May 11, 2001, among American
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General, AIG and Washington Acquisition Corporation, a wholly owned
subsidiary of AIG; and

- to transact any other business as may properly come before the special
meeting and any adjournment or postponement of the special meeting.

RECORD DATE OF THE SPECIAL MEETING

In accordance with the Texas Business Corporation Act, the American General
bylaws and the rules of the New York Stock Exchange, American General has fixed
June 25, 2001 as the record date for determining those American General
shareholders entitled to notice of and to vote at the American General special
meeting. Accordingly, only holders of record of American General common stock at
the close of business on June 25, 2001 are entitled to notice of and to vote at
the special meeting or any adjournments or postponements of the meeting. At that
time, there were 35,762 shareholders of record of American General common stock
and there were 499,942,017 shares of American General common stock issued and
outstanding.

As of the record date, directors and executive officers of American General
owned approximately 2,392,902 shares of American General common stock, entitling
them to exercise approximately 0.48% of the voting power of the American General
common stock entitled to vote at the American General special meeting. American
General currently expects that all directors and executive officers of American
General will vote the shares of American General common stock owned by them for
approval of the merger agreement. As of the record date, the subsidiaries of
American General held a total of 2,151,460 shares of American General common
stock in a fiduciary capacity, representing 0.43% of the shares entitled to vote
at the special meeting. These entities maintained sole or shared voting power
with respect to all of those shares of American General common stock. As of the
record date, directors and executive officers of AIG owned less than 100 shares
of American General common stock. As of the record date, AIG held no shares of
American General common stock. As of the record date, subsidiaries of AIG, as a
result of investment advisory relationships of such subsidiaries, may be deemed
to beneficially own a total of 51,055 shares of American General common stock,
representing 0.01% of the shares entitled to vote at the special meeting. These
entities maintained sole or shared voting power with respect to all of those
shares of American General common stock. In addition, American General Life
Insurance Company, a subsidiary of American General, holds 1,399,228 shares of
American General common stock. Such shares will not be considered present and
entitled to vote and will not be counted for purposes of determining the
presence of a quorum at the special meeting.

More detailed information with respect to beneficial ownership of American
General common stock by directors and executive officers of American General is
incorporated by reference to American
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General's definitive proxy statement on Schedule 14A filed by American General
with the SEC on March 28, 2001. See "Where You Can Find More Information" on
page 77.

MAJORITY OF OUTSTANDING SHARES MUST BE REPRESENTED FOR A VOTE TO BE TAKEN

In order to have a quorum at the special meeting, a majority of the shares
of American General common stock that are issued and outstanding and entitled to
vote as of the record date must be present in person or by proxy. If a quorum is
not present, a majority of the shares of American General common stock that are
represented may adjourn or postpone the special meeting. Shares represented by
broker non-votes and abstentions will be considered present and entitled to vote
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and will be counted for purposes of determining the presence of a quorum at the
special meeting.

VOTE REQUIRED AT THE SPECIAL MEETING

The merger agreement must be approved by the affirmative vote of the
holders of at least two-thirds of the issued and outstanding shares of American
General common stock on the record date. Each share of American General common
stock is entitled to cast one vote.

VOTING YOUR SHARES AND CHANGING YOUR VOTE

Voting Your Shares. The American General board of directors is soliciting
proxies from the American General shareholders. This will give you the
opportunity to vote at the special meeting. When you deliver or cast a valid
proxy, the shares represented by that proxy will be voted in accordance with
your instructions. If you return a signed and dated proxy card but do not
indicate how the shares are to be voted, the shares represented by your proxy
card will be voted as recommended by the American General board of directors. A
properly executed proxy card marked "ABSTAIN" will not be voted at the special
meeting. A valid proxy also gives the individuals named as proxies authority to
vote in their discretion when voting the shares on any other matters that may be
properly presented for action at the special meeting and any adjournment or
postponement of the special meeting. However, no proxy that is voted against
approval of the merger agreement will be voted in favor of any adjournment or
postponement of the special meeting that is for the purpose of soliciting
additional proxies.

To grant your proxy by mail, please complete the enclosed proxy card, sign,
date and return it in the enclosed envelope as soon as possible to help ensure
timely delivery. To be valid, a returned proxy card must be signed and dated.

New York Stock Exchange rules do not permit brokers or nominees to vote
shares that they hold on behalf of others without specific instructions from the
person who beneficially owns those shares. Accordingly, if your shares are held
in the name of your broker or nominee, they will vote your shares only if you
provide instructions on how you want your shares to be voted. You should follow
the directions your broker or nominee provides regarding how to instruct them to
vote your shares.

If you attend the special meeting, you may vote in person by completing a
ballot at the special meeting even if you have already signed, dated and
returned your proxy card. If your shares are held in the name of your broker or
nominee, you must obtain a proxy, executed in your favor, from your broker or
nominee to be able to vote in person at the special meeting.

Because the affirmative vote of at least two-thirds of the issued and
outstanding shares of American General common stock on the record date is
required to approve the merger agreement, if you do not vote by proxy card or by
attending the special meeting and voting in person, or if you vote "ABSTAIN,"
your actions will have the same effect as a vote against the merger agreement.
Broker non-votes, which are shares held by brokers or nominees that are
represented at a meeting but with respect to which the broker or nominee is not
empowered to vote on a particular proposal, will also have the same effect as a
vote against the merger agreement.
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Changing Your Vote by Revoking Your Proxy. You may change your vote by
revoking your proxy. You can do this in one of three ways:
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- deliver a valid, later-dated proxy that is timely received before the
special meeting;

- provide written notice to American General's Corporate Secretary that is
timely received before the special meeting that you have revoked your
pProxy; or

- attend the special meeting in person and vote by completing a ballot.

You will not revoke your proxy by simply attending the special meeting
unless you complete a ballot. If you have instructed a broker or nominee to vote
your shares, you must follow directions from them to change those instructions.

PROXIES FOR PARTICIPANTS IN AMERICAN GENERAL'S THRIFT PLANS

If you own shares of American General common stock as a participant in the
American General Employees' Thrift and Incentive Plan, the American General
Agents' and Managers' Thrift Plan or the Variable Annuity Life Insurance Company
Agents' and Managers' Thrift Plan, those shares will be voted by the applicable
plan's trustee as you direct on your proxy. If you do not provide instructions
regarding those shares, the trustee must vote the shares in accordance with the
instructions received from a majority of shares for which the trustee did
receive instructions and in accordance with its fiduciary duty.

COSTS OF SOLICITATION

American General will bear the costs of soliciting American General proxies
from its shareholders, except that American General and AIG will share equally
the cost of filing and printing this proxy statement/prospectus. In addition to
the solicitation of proxies by mail, American General will request that
brokerage houses and other custodians, nominees and fiduciaries send proxy
materials to beneficial owners of shares of American General common stock held
of record by those custodians, nominees and fiduciaries. American General will,
upon request, reimburse the reasonable expenses in forwarding the proxy
materials to beneficial owners of shares of American General common stock.
American General also has retained Georgeson Shareholder Communications Inc. to
aid in the solicitation of proxies from American General shareholders in
connection with the special meeting and to verify records related to the
solicitation. Georgeson will receive a fee of approximately $35,000 as
compensation for its services, plus reimbursement of its reasonable
out-of-pocket expenses. American General may also use its regular employees, who
will not be specially compensated, to solicit proxies from American General
shareholders, either personally or by mail, telephone, telegram, facsimile or
other means.

OTHER BUSINESS; ADJOURNMENTS; SHAREHOLDER PROPOSALS

American General is not currently aware of any other business to be acted
upon at the special meeting. If, however, other matters are properly brought
before the special meeting or any adjournment or postponement of the special
meeting, your proxies will have discretion to vote or act on those matters,
including to adjourn or postpone the special meeting or any adjournment or
postponement of a later-held special meeting. However, proxies that indicate a
vote against approval of the merger agreement will not be voted in favor of any
adjournment or postponement of the special meeting to solicit additional proxies
to approve the merger agreement.

Under Rule 14a-8 under the Securities Exchange Act of 1934 as currently in
effect, any holder of at least $2,000 in market value of American General common
stock who has held such securities for at least one year and who desires to have
a proposal presented in the American General proxy material for use in
connection with the American General annual meeting of shareholders to be held
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in 2002 (if one is held) must transmit that proposal (along with his or her
name, address, the number of shares of American General common stock that he or
she holds of record or beneficially, the dates upon which the securities were
acquired, documentary support for a claim of beneficial ownership and a
statement of willingness to hold such common stock through the date of the 2002
meeting) in writing as set forth below. Proposals of
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shareholders intended to be presented at the next annual meeting must be
received by the Corporate Secretary, American General Corporation, 2929 Allen
Parkway, Houston, Texas 77019, not later than November 30, 2001. In order for
proposals of shareholders made outside of Rule 14a-8 under the Securities
Exchange Act to be considered "timely" within the meaning of Rule 14a-4(c) under
the Securities Exchange Act, such proposals must be received by the Corporate
Secretary of American General at the above address by December 27, 2001.
American General's bylaws require that proposals of shareholders made outside of
Rule 14a-8 under the Securities Exchange Act must be submitted, in accordance
with the requirements of the bylaws, between November 27, 2001, and December 27,
2001.
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THE ACQUISITION
BACKGROUND OF THE ACQUISITION

For many years, American General has pursued a dual growth strategy
focusing on organic growth of its businesses and growth through acquisitions.
Beginning in early 1998, Robert M. Devlin, American General's chairman,
president and chief executive officer, periodically reviewed with American
General's board the changing landscape of the insurance and financial services
industry and its effect on American General's strategic outlook, with particular
attention to the importance of actively participating in the rapid globalization
of the industry.

As part of its dual growth strategy, over the last several years American
General has preliminarily explored potential business combinations with other
insurance and financial services companies. Management communicated with senior
representatives of other insurance and financial services concerns of various
size and scope and shared views on the industry and their respective companies'
future strategic direction. These communications included two meetings in the
fall of 2000 between Mr. Devlin and Maurice R. Greenberg, chairman and chief
executive officer of AIG, during which they discussed industry trends and, on a
preliminary basis, touched upon the possibility of exploring a business
combination involving AIG and American General. Although Mr. Devlin regularly
briefed the board regarding these discussions, none of these discussions reached
a point where there was a proposal for the board to review or consider.

As part of these regular communications with industry leaders, in early
September 2000 Mr. Devlin met in New York with Jonathan Bloomer, group chief
executive of Prudential plc. This meeting was followed by additional meetings in
London and New York between October 2000 and January 2001 involving senior
management of American General and Prudential plc at which they discussed
industry trends and, in broad terms, the future strategies of each company. At
the later meetings, the parties began to generally explore the possibility of
American General and Prudential plc pursuing a business combination.

From January 2001 through early March 2001, senior management of American
General and Prudential plc and their respective legal and financial advisers
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conducted due diligence on the other party and discussed and negotiated the
terms of a proposed business combination between the two companies. Following
numerous meetings of the American General board of directors, on March 12, 2001
the parties publicly announced the signing of the Prudential merger agreement.

Between March 9, 2001, the last trading day prior to the announcement of
the Prudential merger, and April 3, 2001, the market price for Prudential
ordinary shares on the London Stock Exchange decreased by 17% from 897 pence to
744 pence. As a result, the nominal value of the consideration into which the
American General common stock was to be converted in the Prudential merger fell
from $48.26 to $39.90 per share. This nominal value was based upon the US-dollar
equivalent of the market value of Prudential plc shares, after taking into
account a 2.5% decline in the exchange rate between the UK pound sterling and
the US dollar during this period and the approximately $0.86 per share of
American General common stock that American General shareholders would have
received as American General regular dividends and/or under the dividend
equalization provision of the Prudential merger agreement had the Prudential
merger closed by the end of the third quarter of 2001.

On April 3, 2001, Mr. Greenberg telephoned Mr. Devlin to describe a letter
he intended to send to Mr. Devlin proposing that AIG acquire American General in
an all stock transaction. The letter, which was subsequently sent to Mr. Devlin,
proposed that each American General share would be exchanged for $46 in value of
AIG stock provided that the price of AIG common stock traded within a
five-percent collar (calculated based on the $80.21 AIG closing sale price on
April 3, 2001) during an agreed-upon period prior to the closing date, with
fixed exchange ratios applying outside that collar. The letter, which was
immediately made public by AIG, stated that AIG was prepared to proceed forward
with a definitive agreement on terms that compared favorably with those in the
Prudential agreement and anticipated that the proposed combination would be
tax-free and be accounted for as a pooling of interests.
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On April 3, 2001, American General issued a press release acknowledging
receipt of AIG's unsolicited offer to acquire the company.

Beginning with receipt of the letter from Mr. Greenberg on April 3, 2001,
and continuing through the signing of the merger agreement on May 11, 2001,
American General regularly updated Prudential plc on the status of its contacts
and discussions with AIG as required by the terms of the Prudential merger
agreement.

On April 4, 2001, Mr. Greenberg hosted a conference call, which was open to
the financial community and the general public, in which he reviewed the terms
of AIG's offer to acquire American General.

On April 9, 2001, a meeting of the American General board was held with
management and representatives of Morgan Stanley and American General's legal
advisers, Skadden Arps and Vinson & Elkins L.L.P., present. At this meeting,
management reviewed the AIG offer, including the potential financial and
strategic benefits of the proposed transaction. In addition, representatives of
Morgan Stanley presented a preliminary financial analysis of the AIG offer,
including preliminary comparisons of various financial terms of the Prudential
merger and the AIG offer. Representatives of Skadden Arps reviewed the
obligations of American General under the terms of its merger agreement with
Prudential, including the nature of the determinations that the board would be
required to make prior to entering into negotiations with AIG. Representatives
of Vinson & Elkins reviewed with the board its fiduciary duties under Texas law.

After full discussion and based on a review of then current information and

29



Edgar Filing: AMERICAN INTERNATIONAL GROUP INC - Form 424B3

consultation with its advisers, the American General board determined, after
consultation with outside legal counsel, that AIG's offer would reasonably be
expected to result in a "Superior Proposal" for American General's shareholders,
as defined in the Prudential merger agreement. The board also determined that
failure to enter into discussions with AIG regarding its offer would be
inconsistent with its fiduciary duties under applicable law. The board therefore
directed American General's management and advisers to promptly meet with
representatives of AIG concerning its offer to acquire the company.

Also on April 9, 2001, Prudential plc filed an action against AIG in the
District Court of Harris County, Texas, seeking injunctive and other relief in
connection with AIG's offer to acquire American General alleging, among other
things, that AIG was tortiously interfering with Prudential's contract with
American General. After its motion for a temporary restraining order against AIG
was denied, on April 17, 2001, Prudential plc abandoned its claim for injunctive
relief.

On April 10, 2001, American General and AIG executed a confidentiality
agreement. Following the signing of that agreement, Messrs. Devlin and Greenberg
met and had general discussions about the terms of the AIG offer.

Throughout the rest of April 2001, AIG and its financial and legal advisers
conducted extensive due diligence on American General. During that time, and
pursuant to the requirements of the Prudential agreement, American General
ensured that any diligence information made available to AIG was or had been
provided to Prudential plc. At the end of April 2001, American General and AIG
also began negotiating the terms of the proposed merger agreement.

From April 16-19, 2001, senior management of American General and AIG and
their respective legal and financial advisers met in New York, Houston,
Nashville and Evansville, Indiana, to review in detail financial, legal,
operational and strategic aspects of American General's businesses. On April 20,
2001, senior management of American General and AIG and their respective legal
and financial advisers met in New York to review financial, legal, operational
and strategic aspects of AIG's businesses.

Beginning in late April and continuing until execution of the merger
agreement on May 11, 2001, AIG and its representatives initiated discussions
with Messrs. Devlin, Graf and Martin and their representatives regarding their
willingness to remain employed with American General following the acquisition
and to negotiate the terms of their respective employment agreements. These
agreements are
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summarized under "-- Interests of American General Directors and Executive
Officers in the Acquisition."

On April 26, 2001, the American General board held a meeting immediately
following the annual meeting of American General shareholders. Management of
American General updated the board on the status of the due diligence process
and the negotiations with AIG regarding its offer to acquire American General.

On April 29, 2001, Messrs. Devlin and Greenberg met to discuss the
financial terms of AIG's offer.

On April 30, 2001, a meeting of the American General board was held with
management and representatives of Morgan Stanley, Skadden Arps, and Vinson &
Elkins present. At this meeting, management made a presentation as to the
strategic rationale for a transaction with AIG, as well as the results of its
due diligence review of AIG. In addition, representatives of Morgan Stanley
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presented a financial analysis of American General and an updated discussion of
its preliminary comparisons of various financial features of the Prudential
merger and the AIG offer. Representatives of Skadden Arps reviewed the terms of
the proposed merger agreement (including the then outstanding issues) and the
status of the negotiations with AIG and its advisers. Representatives of Vinson
& Elkins reviewed with the board its fiduciary duties under Texas law in
connection with its consideration of the proposed transactions.

The board and its advisers then discussed in detail American General's
options under the terms of its merger agreement with Prudential and the
consequences of the range of potential actions that the board could take in
connection with the AIG offer. The board recognized that American General did
not at that time have the right to unilaterally terminate the Prudential merger
agreement, even if the board decided to withdraw its recommendation of the
Prudential merger and that withdrawal could have obligated American General,
under certain circumstances, to pay Prudential plc all or a portion of the $600
million termination fee under the Prudential agreement. After full discussion,
the board authorized the American General management team, working with its
financial and legal advisers, to continue negotiations with AIG and its advisers
and to attempt to finalize a transaction with AIG on terms consistent with those
discussed at the meeting. The board further authorized management to approach
Prudential plc regarding the possible terms of a negotiated termination of the
Prudential merger agreement if American General was able to finalize the terms
of an AIG transaction.

During the period of May 1-7, 2001, representatives of American General and
AIG and their respective legal and financial advisers met extensively in person
and by telephone to negotiate and finalize the exchange ratio, termination fees
and other terms of the merger agreement.

On May 8, 2001, Mr. Devlin telephoned Mr. Bloomer and informed him that
American General was prepared to enter into a transaction with AIG and requested
that Prudential plc enter into discussions in an attempt to reach a negotiated
resolution that would provide for the termination of the Prudential merger
agreement and the payment to Prudential of the $600 million fee as mandated by
the terms of the Prudential agreement.

From May 8-10, 2001, representatives of AIG, American General and
Prudential plc and their respective advisers met extensively by telephone to
discuss the terms of a potential settlement agreement, including the terms of
mutual releases.

On May 10, 2001, Mr. Bloomer contacted Mr. Devlin to inform him that the
board of directors of Prudential plc was willing to proceed with a negotiated
settlement agreement on the terms previously discussed. Representatives of AIG,
American General and Prudential plc and their respective advisers thereafter met
by telephone to finalize the terms of the settlement agreement.

On the evening of May 10, 2001, a telephonic meeting of the American
General board was held with management and representatives of Morgan Stanley and
Skadden Arps present. At this meeting, representatives of Morgan Stanley updated
its earlier review of the financial terms of the Prudential merger and the AIG
offer and confirmed that, in its view, as of May 10, 2001, the AIG offer was
superior from a financial point of view to the Prudential merger. The board
resolved to withdraw its earlier
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recommendation of the Prudential merger agreement after determining that to do
otherwise would be inconsistent with its fiduciary duties under applicable law.
Morgan Stanley then delivered orally to the board its opinion (subsequently
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confirmed in writing) to the effect that, as of that date and subject to the
matters described in the opinion, the consideration to be received by the
holders of shares of American General common stock pursuant to the merger
agreement was fair from a financial point of view to such holders. In addition,
representatives of Skadden Arps reviewed the terms of the merger agreement and
the settlement agreement. After full discussion, the board determined that it
was in the best interests of American General and its shareholders to finalize
and enter into the proposed merger agreement with AIG, approved the settlement
agreement with Prudential, the merger and the merger agreement, and recommended
that American General's shareholders approve the merger agreement.

In the early morning of May 11, 2001, AIG, American General and Prudential
executed the settlement agreement. American General paid Prudential plc the $600
million termination fee along with the reimbursement of certain expenses, each
as required by the Prudential merger agreement. Simultaneously therewith, AIG
and American General executed the merger agreement.

REASONS FOR THE ACQUISITION; RECOMMENDATION OF THE AMERICAN GENERAL BOARD

The American General board has unanimously approved the merger agreement
and determined that the acquisition by AIG is fair to and in the best interests
of American General and its shareholders. The decision of the American General
board to withdraw its recommendation of the Prudential merger agreement, to
enter into the merger agreement and to recommend that the American General
shareholders approve the merger agreement was the result of careful
consideration by the American General board of numerous factors, including:

— the value to American General shareholders of the AIG offer, including
the fairness to shareholders of the financial terms of the offer;

- a comparison of the financial terms of the AIG offer and of the
Prudential merger;

— the operational synergies and other business benefits offered by a
transaction with AIG; and

- the terms of the draft merger agreement and other details of the proposed
transaction with AIG.

The deliberations of the American General board included consideration of
the following positive factors:

— The exchange ratio (based on AIG's closing sale price on May 10, 2001,
the last trading day before the execution of the merger agreement)
implied a value of $46 per share of American General common stock,
representing a premium of:

(a) 20% over American General's closing price on March 9, 2001, the
last trading day before the execution of the Prudential merger
agreement; and

(b) 25% over American General's closing price on April 3, 2001, the
last trading day immediately preceding the announcement of the AIG
offer.

— The exchange ratio in the merger agreement is subject to a "collar,"
which provides that if the AIG sale price during a specified pricing
period prior to the closing of the merger is within 5% (in either
direction) of $80.21 (the AIG sale price at the close of business on
April 3, 2001, the day AIG publicly announced its offer), the exchange
ratio will be calculated to provide $46 of value of AIG common stock for
each American General share. In the event that AIG's sale price is equal
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to or less than $76.20 or equal to or more than $84.22, American General
shareholders will receive 0.6037 or 0.5462 of an AIG share, respectively.
American General shareholders will benefit from this collar because:

(a) American General shareholders will receive $46 in value if the AIG
sale price is below $80.21 during the relevant pricing period,
provided it remains between $80.21 and $76.21
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(the lower end of the 5% downside range), which would not have
been the case had the exchange ratio been fixed (that is, without
a collar); and

(b) American General shareholders benefit from any increase in the AIG
sale price above $84.22 (the upper end of the 5% upside range)
during the relevant pricing period, which would not have been the
case had the consideration been based on a fixed value (that is,
$46 per share in all cases).

— The analyses and presentations prepared by Morgan Stanley and the written
opinion of Morgan Stanley to the effect that, as of May 10, 2001, and
subject to the matters set forth in its written opinion, the
consideration to be received by the holders of shares of American General
common stock pursuant to the AIG merger agreement was fair from a
financial point of view to such holders, which are described below under
"—-— Opinion of American General's Financial Advisor."

— The board's belief, based in part on the views of American General's
financial advisers, that the AIG transaction was more favorable to
American General's shareholders from a financial point of view than the
Prudential merger. This analysis included a comparison of the $46 per
share implied market value of AIG's proposal at the close of business on
May 10, 2001, the last trading day before the execution of the merger
agreement, and the $44.44 per share (including the dividends that
American General shareholders would have received under the Prudential
merger agreement, assuming the Prudential merger closed at the end of the
third quarter of 2001) nominal value of the consideration offered in the
Prudential merger, based on the closing price of Prudential ordinary
shares on that same date.

— The opportunity for American General shareholders to participate, as
holders of AIG common stock, in one of the largest, most diversified
global insurance and financial services organizations. In this regard,
the board noted that current trends, including continuing consolidation
in the global financial services market, favored larger global companies
like AIG with diverse businesses and markets.

— The financial strength of AIG and its subsidiaries, both domestically and
internationally, which may permit American General's businesses to obtain
lower cost funding through the capital markets relative to American
General on a stand-alone basis.

— The potential operational benefits afforded by the transaction,
including:

(a) expanded growth opportunities resulting from increased market
presence and financial resources;

(b) cross—-selling opportunities utilizing AIG's expanded distribution
channels and complementary product portfolios;
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(c) economies of scale that are expected to result in enhanced
operating margins; and

(d) expected savings in areas such as general and administrative
expenses.

— The proven capability of each management team to deliver shareholder
value, integrate businesses and successfully execute strategies.

— The structure of the transaction and the terms of the merger agreement,
including the fact that the acquisition is intended to qualify as a
reorganization under Section 368 (a) of the Code and for "pooling of
interests" accounting treatment.

— The provisions of the merger agreement that provide for a termination fee
of up to $600 million to be paid to American General if the merger
agreement is terminated for any reason other than certain limited
circumstances. See "The Merger Agreement —-- Termination Payment;
Expenses."

— The non-financial terms of the transaction, including the fact that
American General is expected to retain its corporate identity and that
Mr. Devlin will remain chief executive officer of American General and
become a director and Vice Chairman of AIG.
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— The ability to consummate the merger within a reasonable period of time,
including likelihood of receiving the necessary regulatory approvals in
accordance with the terms of the merger agreement.

The American General board also identified and considered the following
potentially negative factors in its deliberations:

— The "collar" negatively affects American General shareholders in the
following manner:

(a) American General shareholders will only receive $46 in value if
the AIG sale price is above $80.21 during the relevant pricing
period, provided it remains between $80.21 and $84.22 (the upper
end of the 5% upside range), which would not have been the case
had the exchange ratio been fixed (that is, without a collar); and

(b) American General shareholders will be adversely affected by any
decrease in the AIG sale price below $76.21 (the lower end of the
5% downside range) during the relevant pricing period, which would
not have been the case had the consideration been based on a fixed
value (that is, $46 per share in all cases).

— Assuming continuation of historical dividend practices of the two
companies, the dividends on the AIG common stock to be received by
American General shareholders during the first year (2002) following the
acquisition will be approximately 10% of the dividends that the American
General shareholders would have received from American General on a
stand-alone basis.

— The $600 million termination fee payable under the merger agreement with
Prudential plc.

- From the date of announcement of the AIG offer on April 3, 2001 until May
10, 2001, the nominal value to be received by American General
shareholders in the Prudential merger had increased from $39.90 to $44.91
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per share (in each case, including the dividends that American General
shareholders would have received under the Prudential merger agreement) .
However, the board considered the possibility that this increase may have
been due in part to market speculation that the Prudential merger would
be abandoned.

— Under the terms of the Prudential merger agreement, American General
shareholders would own approximately 48% of the shares of the combined
group and six American General directors would be appointed to the
Prudential board (representing one-third of the board), while under the
terms of the merger agreement, American General shareholders would own
approximately 12% of the stock of AIG following the acquisition and only
Mr. Devlin would be appointed to the AIG board.

— The likely impact of the acquisition on American General's employees,
including potential job reductions.

— The difficulty inherent in integrating two large and geographically
diverse businesses and the risk that the cost efficiencies, synergies and
other benefits sought in the acquisition might not be fully realized.

— The restrictions placed by the merger agreement on the operation of
American General's business during the period between the signing of the
agreement and the completion of the acquisition.

— The $250 million termination fee to be paid to AIG if the merger
agreement is terminated under circumstances specified in the merger
agreement. See "The Merger Agreement —-- Termination Payment; Expenses."

— The fact that if a third party made a more favorable competing offer for
American General, American General might not be able to terminate the
merger agreement prior to the time at which the American General
shareholders vote on the merger agreement. See "The Merger Agreement —-—
Termination."
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— The possibility that the merger might not be completed and the effect of the
resulting public announcement of termination of the merger agreement on:

(a) the market price of American General's common stock;

(b) American General's operating results, particularly in light of the
costs incurred in connection with the acquisition, including the
potential requirement to make a termination payment; and

(c) American General's ability to attract and retain key personnel.

In its consideration of the proposed acquisition, the American General
board also reviewed information relating to the two companies and the proposed
transaction, including:

— Historical information concerning AIG's and American General's respective
businesses, financial performance and condition, operations, technology,
management and competitive position.

— American General management's view as to the financial condition, results
of operations and businesses of AIG and American General before and after

giving effect to the acquisition.

— Current financial market conditions and historical market prices,
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volatility and trading information with respect to AIG common stock and
American General common stock.

— Reports from senior management and legal and financial advisers as to the
result of their due diligence review of AIG.

Although the foregoing discussion sets forth all of the material factors
considered by the American General board in reaching its recommendation, it may
not include all of the factors considered by the board, and each director may
have considered different factors. In view of the variety of factors and the
amount of information considered, the American General board did not find it
practicable to, and did not, make specific assessments of, quantify or otherwise
assign relative weights to the specific factors considered in reaching its
determination. The determination was made after consideration of all of the
factors as a whole.

THE AMERICAN GENERAL BOARD HAS UNANIMOUSLY APPROVED THE MERGER AGREEMENT
AND THE ACQUISITION, AND DECLARED THAT THE MERGER AGREEMENT AND THE ACQUISITION
ARE ADVISABLE AND IN THE BEST INTERESTS OF AMERICAN GENERAL AND THE AMERICAN
GENERAL SHAREHOLDERS. ACCORDINGLY, THE AMERICAN GENERAL BOARD UNANIMOUSLY
RECOMMENDS THAT THE AMERICAN GENERAL SHAREHOLDERS VOTE "FOR" APPROVAL OF THE
MERGER AGREEMENT.

In considering the recommendation of the American General board with
respect to the merger agreement, you should be aware that certain directors and
officers of American General have arrangements that cause them to have interests
in the acquisition that are different from, or are in addition to, the interests
of American General shareholders generally. See "The Acquisition--Interests of
American General Directors and Executive Officers in the Acquisition."

OPINION OF AMERICAN GENERAL'S FINANCIAL ADVISOR

Under a letter agreement dated as of May 10, 2001, Morgan Stanley was
engaged to provide financial advisory services to American General. American
General selected Morgan Stanley to act as its financial advisor for the
acquisition based on Morgan Stanley's qualifications, expertise and reputation,
as well as its knowledge of the business and affairs of American General. On May
10, 2001, Morgan Stanley delivered its oral opinion, subsequently confirmed in
writing, to the American General board of directors that, as of May 10, 2001 and
subject to and based on the factors considered in its opinion, the consideration
to be paid to holders of shares of American General common stock pursuant to the
merger agreement was fair, from a financial point of view, to such holders.

The full text of Morgan Stanley's written opinion, dated as of May 10,
2001, which sets forth, among other things, the assumptions made, procedures
followed, matters considered and limitations on the review
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undertaken by Morgan Stanley in rendering its opinion, is attached as Appendix B
to this document. Holders of American General common stock are urged to, and
should, read this opinion carefully and in its entirety. Morgan Stanley's
opinion is directed to the board of directors of American General, addresses
only the fairness from a financial point of view to the holders of American
General common stock of the consideration to be paid to such holders pursuant to
the merger agreement, and does not address any other aspect of the acquisition
or constitute a recommendation to any American General shareholder as to how to
vote at the special meeting. This summary is qualified in its entirety by
reference to the full text of the opinion.

In arriving at its opinion, Morgan Stanley, among other things:

36



Edgar Filing: AMERICAN INTERNATIONAL GROUP INC - Form 424B3

- reviewed certain publicly available financial statements and other
business and financial information of American General and AIG,
respectively;

- reviewed certain internal financial statements and other financial and
operating data concerning American General and AIG prepared by the
managements of American General and AIG, respectively;

— reviewed certain earnings estimates of American General and AIG published
by certain financial analysts, including those at Morgan Stanley, who
report on American General and AIG;

- reviewed certain historical embedded and appraisal value estimates of
American General prepared by American General and actuarial consultants
retained by American General;

— discussed the past and current operations and financial condition and the
prospects of American General and AIG with senior executives of American
General and AIG, respectively;

- reviewed the pro forma impact of the acquisition on AIG's financial
results;

- reviewed the reported prices and trading activity for American General
common stock and AIG common stock;

— compared the financial performance of American General and AIG and the
prices and the trading activity of American General common stock and AIG
common stock with that of certain other comparable publicly traded
companies and their securities;

- reviewed the financial terms, to the extent publicly available, of
certain comparable acquisition transactions;

— discussed with the senior managements of American General and AIG the
strategic rationale and objectives of the merger and their estimates of
synergies and other anticipated benefits of the merger;

- participated in discussions and negotiations among representatives of
American General and AIG and their financial and legal advisors;

- reviewed the May 10, 2001 draft of the merger agreement and certain
related documents; and

— performed such other analyses and considered such other factors that
Morgan Stanley deemed appropriate.

Morgan Stanley assumed and relied upon, without independent verification,
the accuracy and completeness of the information reviewed by it for the purposes
of its opinion. With respect to the estimates of synergies and other anticipated
benefits from the merger, Morgan Stanley assumed that they were reasonably
prepared on bases reflecting the best currently available estimates and
judgments of the future financial performance of American General and AIG.
Morgan Stanley also assumed that American General would make a payment of $600
million to Prudential plc as set forth in the merger agreement between American
General and Prudential, prior to closing of the merger. Morgan Stanley was not
provided with any financial forecasts for American General or AIG and instead
relied upon the publicly available estimates of certain financial analysts,
including those at Morgan Stanley, who report on
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American General and AIG and the assessment of the managements of American
General and AIG with respect to such estimates. Morgan Stanley assumed that the
merger would be completed in accordance with the terms set forth in the merger
agreement, including, among other things, that the merger will be accounted for
as a "pooling of interests" business combination in accordance with U.S.
generally accepted accounting principles and the merger will be treated as a
tax-free reorganization/exchange pursuant to the Internal Revenue Code of 1986.
Morgan Stanley did not make any independent valuation or appraisal of the assets
or liabilities of American General or AIG, nor was Morgan Stanley furnished with
any such appraisals; however, Morgan Stanley reviewed certain historical
embedded and appraisal value estimates of American General prepared by American
General and actuarial consultants retained by American General and Morgan
Stanley relied on such estimates for the purposes of its opinion. The opinion of
Morgan Stanley is necessarily based on financial, economic, market and other
conditions as in effect on, and the information made available to Morgan Stanley
as of, the date of its opinion.

The following is a brief summary of the material financial analyses of
American General and AIG performed by Morgan Stanley in preparing its opinion.
Some of these summaries of financial analyses include information presented in
tabular format. In order to understand fully the financial analyses performed by
Morgan Stanley, the tables must be read together with the text of each summary.
The tables alone do not constitute a complete description of the financial
analyses performed by Morgan Stanley.

In preparing its opinion, Morgan Stanley performed certain analyses of
American General on a total company basis and others on a segment basis for its
asset accumulation, life insurance and consumer lending segments. Morgan
Stanley's opinion is based on all of its analyses of American General.

Comparative Stock Price Performance. As part of its analysis, Morgan
Stanley reviewed with the board of directors of American General the recent
stock price performance of American General and compared this performance with
that of the S&P 500 Index and a composite index of selected domestic life
insurance and annuity companies. This composite index included AFLAC, Inc.,
Jefferson-Pilot Corporation, Lincoln National Corporation, Nationwide Financial
Services, Inc. and Torchmark Corporation.

Morgan Stanley observed that over the period from May 9, 1996 through May
10, 2001, the closing market prices appreciated as set forth below:

PERCENT APPRECIATION

AMErican GENETaAl. i i ittt ittt ettt e ee et eeeeeeeeeeaneas 163.4%
SEP 500 TNAeX . v v v ittt ittt et e ettt e eeeeee e eaeeeeeaeeeaaean 94.5
Life Insurance and Annuity Composite IndeX.........c.coeee... 149.4

Historical Public Market Trading Value. Morgan Stanley reviewed the stock
price performance of American General based on an analysis of the historical
market prices and trading multiples of shareholders equity, excluding the
effects of SFAS 115, which exclusion has the effect of excluding unrealized
gains (losses) included in shareholders' equity ("Adjusted Book Value"), and
I/B/E/S earnings estimates for American General common stock from May 10, 1996
through May 10, 2001.

Morgan Stanley then compared the implied market value of the consideration
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to be received by holders of American General common stock in the acquisition of
$46.00 per share, based on the closing price of the AIG common stock on May 10,
2001, to several average American General closing prices over the period ending
on April 3, 2001 (the prices unaffected by announcement of the AIG offer) and
the closing price on March 9, 2001 (price unaffected by announcement of
Prudential merger) to arrive at the implied premiums over the American General
closing prices, including those indicated in the table below.

Morgan Stanley noted that, as of May 10, 2001, in addition to the implied
market value of the consideration to be received by the holders of shares of
American General common stock in the acquisition of $46.00, based on the May 10,
2001 closing price of AIG common stock, the exchange ratio formula that AIG
proposed afforded holders of American General common stock additional value in
the form of protection from a decline of up to 8% in the price of AIG common
stock.
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AVERAGE PERCENTAGE
AMERTICAN PREMIUM
GENERAL IMPLIED BY THE
PERIOD ENDING APRIL 3, 2001 CLOSING PRICE EXCHANGE RATIO
1 Trading DAy Prior . ...ttt et eeeeeeeeeeeeeeeeeaneeeeenens $36.80 25.0%
10 Trading DAy AVeTaAg . .« e e e e eeeeenneeeeeeenneeeeeeeanns 35.78 28.6
B e o Bl o N NV = L 42.03 9.5
I e ol o N NV = L 39.44 16.6
52 Week High. ...ttt e et et et i e 44.01 4.5
D2 WEEK AVETAGE e ¢ v ittt ettt et e e ettt eeaeeeeeeeenaeaeeeeeanns 36.60 25.7
March 9, 2001 (price unaffected by announcement of
Prudential Merger) v v vt ittt ittt ettt et eaeeeeeeeenneeens 38.25 20.3

Comparable Public Companies Analysis. Morgan Stanley reviewed and compared
certain financial information and public market trading multiples relating to
American General to corresponding financial data for comparable publicly traded
life insurance and other financial services companies.

The group of comparable public companies reviewed included:

- Metlife, Inc.;

— Jefferson-Pilot Corporation;

— Torchmark Corporation;

- Nationwide Financial Services, Inc.;

— John Hancock Financial Services, Inc.;

— Lincoln National Corporation; and

— Protective Life Corporation.

Morgan Stanley compared, for these companies and American General,
financial information and public market trading multiples as follows:

- stock price to 2001 estimated earnings per share based on I/B/E/S
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estimates;

- stock price to 2002 estimated earnings per share based on I/B/E/S
estimates; and

- stock price to the December 31, 2000 Adjusted Book Value.

The following table reflects the results of the analysis:

PRICE/DECEMBER 31,

PRICE/2001E PRICE/2002E 2000 ADJUSTED
EARNINGS EARNINGS BOOK VALUE
American General (as of March 9, 2001,
price unaffected by announcement of
the Prudential merger) ..........c.ooe... 13.2x 11.8x 2.38x
Average of Life and Annuity
Comparables. .ottt i et e eeeeens 12.8 11.5 1.94
Range of Life and Annuity Comparables... 11.5 to 14.8 10.2 to 13.2 1.43 to 2.45

No company used in the comparable public companies analysis is identical to
American General. Accordingly, an analysis of the results of the foregoing
necessarily involves complex considerations and judgments concerning differences
in financial and operating characteristics of American General and other factors
that could affect the public trading value of the companies to which they are
being compared. Morgan Stanley believed that it was necessary to make
quantitative and qualitative judgments concerning the weight to be given to each
of the comparable companies in deriving a range of implied public market trading
values to apply to the relevant ratios of American General. In evaluating the
comparable companies, Morgan Stanley also made Jjudgments and assumptions with
regard to industry performance, general business, economic, market and financial
conditions and other matters, many of which are beyond the control of American
General, such as the impact of competition on American General and the
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insurance and financial services industry generally, industry growth and the
absence of any adverse material change in the financial conditions and prospects
of American General or the insurance and financial services industry or in the
financial markets in general.

Business Segment Analysis. Morgan Stanley analyzed American General by
separately valuing its three main business segments: life insurance, asset
accumulation and consumer lending. Morgan Stanley performed this analysis
because it permitted Morgan Stanley to compare publicly traded companies that
were similar to one or more of American General's three main business segments,
but different from American General as a combined company, and to apply the
appropriate valuation methods on a segment-by-segment basis. In determining the
value of each of the three business segments, Morgan Stanley excluded estimated
corporate, debt and preferred expenses applicable to American General as a whole
("Corporate Expenses").

1. Segmented Public Market Trading Analysis
Morgan Stanley derived implied ranges of public market trading values on a

segment-by-segment basis by applying relevant multiple ranges from an analysis
of comparable publicly traded companies to reported 2000 earnings, to Morgan
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Stanley equity research 2001 estimated earnings and to December 31, 2000
Adjusted Book Value.

This analysis revealed the following reference ranges for the implied
public market trading value and implied 2001 estimated earnings multiples, based
on Morgan Stanley equity research 2001 earnings estimates of each of the three
segments of American General and I/B/E/S earnings estimates for the combined
company on a per share basis.

IMPLIED 200

IMPLIED SEGMENT VALUE EARNINGS

TRADING RANGE MULTIPLE RA

SEGMENT LOW HIGH LOW HI

Life TNSUTANCE . v it ittt ettt te e e eeenaeeeeseeennnas $ 9.5 billion $ 10.2 billion 11.6% 12

Asset Accumulation.......c..ooiii it iineneeeeeanns 11.1 billion 11.9 billion 15.0 16

Consumer Lending. .....eoue e it tteneeeeeeeennenns 3.0 billion 3.3 billion 11.6 12
Corporate EXPeNSES . i vttt ettt eeneeeeeeeennenens (4.8) billion (5.1) billion
Combined Entity. ..ot teeeeeeeeeennnnns 18.8 billion 20.3 billion

Combined Entity-Per Share........cceeiieeennnnn. $ 37.10 $ 39.84 12.9 13

2. Acquisition Premium Analysis

Based on the range of implied public market trading values, as described
above, for each of the American General business segments, Morgan Stanley
performed an analysis of implied acquisition values on each segment. Using a
range of premiums Morgan Stanley considered representative of the acquisition
premiums paid in comparable transactions and based on current market conditions,
Morgan Stanley applied a range of market premiums of 30% to 40% for the asset
accumulation and consumer lending segments and 25% to 35% for the life insurance
segment. Excluding Corporate Expenses, Morgan Stanley derived an implied
acquisition premium value range of $12.25 billion to $13.25 billion for the life
insurance segment, $14.75 billion to $15.75