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AIG Replaces Hank Greenberg as CEO

The I nevitable HOLLT by David Schiff

n America, nothing fails like success,
wrote novelist Budd Schulberg. That
thought, among others, was on my
mind yesterday as reports swirled
around that Hank Greenberg, AIG’s chair-
man and CEO, would soon be relinquish-
ing the CEO title. The idea of AIG with-
out Hank—and Hank without AIG—is
hard to conceive. Although it was always
a given that the time would come for him
to step down, most people naturally as-
sumed that his exit would be a graceful
farewell befitting his outsized accom-
plishments. Few would have dreamed
that the denouement to the greatest in-
surance career of all time would be a
forced exit while AIG was at the top of its
game and achieving record earnings.

Hank’s ouster from AIG is a tragedy in
the classic sense. A tragedy is a story about
the downfall of a great man, and in the in-
surance industry there has been no greater
man than Hank Greenberg, nor has any-
one attained a loftier position.

There are many who will feel schaden-
freude in Hank’s fall. He has been feared
and disliked by many. They will say, pri-
vately, that he’s had it coming for a long,
long time—that he is manipulative, abra-
sive, intolerant, and short-tempered. |
won'’t quibble with these adjectives. But
it’s the other side of his personality that is
most noteworthy. He’s a man of drive and
energy who has an enormous passion for
his work and his company. He’s a leader
who transformed an amalgam of under-
writing agencies and foreign companies
into one of the world’s greatest insurance
and financial organizations. Hank’s pas-
sion, energy, intellect, and brilliance are
evident when you talk with him for a lit-
tle while—but even if they weren’t, his
record of accomplishment in a slow-grow-

ing industry is a testament to many of
these traits.

Hank’s self-confidence has been one
of his great strengths—and, in the end,
perhaps a weakness, too. He is opinion-
ated but not inflexible. He’s almost eighty
years old, but has a long-term view. “I'm
trying to inculcate the idea that change is
constant,” he said during a conversation
last year. “A company cannot stay the
same forever. You have to have the vision
and the guts to change otherwise your
company won’t be any good in twenty or
thirty years. The biggest contribution [
can make is to create a culture that will
last way beyond me.”

.V. Starr, the founder of what is
now AIG, was known for his intel-
lect and remarkable memory. He
was constantly traveling and asking ques-
tions. He was intensely loyal to his em-
ployees, but he expected them to know
their businesses down to the finest detail.

AIG%s Hank Greenberg

Hank may not have emulated Starr,
but he seems to be similar.

“I was absolutely mesmerized by
Hank the first time I met him,” says a
man who joined AIG in the late 1960s. “I
was too young to be intimidated, and
now, with the benefit of hindsight, I think
he must have thought I had a lot of
strength. He was willing to give young
people a chance. I later saw a pattern: he
always wanted something that couldn’t
be done to be done.” And somehow, his
people did it.

IG has been an extremely complex
company for a long time. In 1974,
it was trying to take over American
Re, which was resisting. At a New York in-
surance department hearing, a lawyer for
American Re who was cross-examining
Hank said that it looked like AIG was al-
ready too complicated, and that it would
be impossible to understand if it
acquired American Re.
“You may find it that way,” said Hank,
“But we don’t.”

he following appeared in 7%e New

York Times on December 16, 1960,

under the headline “C.V. Starr
Names Officer”

Maurice R. Greenberg has joined C.V. Starr &
Co. as vice president, effective Jan.1, it was
announced vyesterday by William S.
Youngman, president. Mr. Greenberg is now
vice president of the Continental Casualty
Company, Chicago. C.V. Starr & Co. is the se-
nior company in the American International
Insurance group.

Hank says that one of the reasons he
left Continental was that he was Jewish.
He couldn’t imagine that they’d ever
make a Jew president. After joining
Starr, he worked to build up the interna-
tional accident and health business. By
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1963, he was president of American
Home, which had been acquired a
decade earlier. Hank got rid of the
agency force and made American Home
a brokerage company. He didn’t want
agents to be in control of the underwrit-
ing. He wanted his underwriters to use
judgment rather than rely on rate manu-
als.

C.V. Starr & Co. was primarily an un-
derwriting manager. Because it didn’t
own the insurance companies that it
wrote business through, it was depen-
dent upon these companies—it needed
their paper.

According to a short corporate history,
AIG bought the New Hampshire
Insurance Company after it was “threat-
ened [with an] unfriendly takeover by a
major shareholder who wanted to move
the company to New Orleans. New
Hampshire’s management appealed to
American International, and Greenberg
negotiated the purchase of a significant
block of the company’s stock in 1966.”

The “sharcholder” referred to was
Louis J. Roussel, Jr. of New Orleans. He
began as a bus driver in the 1930s and
later made fortunes in oil and banking.
Roussel was a crusty, tough, politically-
connected man who died at 95 four years
ago. He was also a friend of one of our
subscribers, who told us the following
story: “Louis J. Roussel, Jr., bought a big
block of the New Hampshire for below
book value. This was before the
Williams Act went into effect and you
didn’t have to file a 13D when you ac-
quired a large block of stock. He kept
the stock in street name and nobody
knew anything.

“His lawyer went to Keene, New
Hampshire and introduced himself as the
new owner of the company. The president
got all upset and called Greenberg (New
Hampshire was part of the AIU pool).
Greenberg subsequently threatened
Roussel and said he could either take a
gain or he’d fight him and take the com-
pany away from him.

“Eventually, Greenberg went down to
New Orleans and wrapped up a deal with
Roussel.

“Roussel later called me and said of
Greenberg, ‘You know, I like that little

ERS]

guy.

When [ asked Hank about buying New
Hampshire, he told the story this way: “I
knew Louis Roussel. He had come to New
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York a few years before. He was a small
New Orleans banker. We did some credit
life through his bank in New York. I treated
him nicely (like I treat anyone who comes
to see me). Next thing [ knew he’d ac-
quired a block of the New Hampshire and
was threatening to strip it—take out the as-
sets and shut it down. Starr asked me to go

down to New Orleans.

“Because I'd treated Roussel nicely in
New York (we had dinner), he and I
talked some more and we eventfully
bought him out at a nice profit.”

When I asked Hank about the other
version of the story he laughed, but didn’t
disagree with it. continued
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once asked Hank
Iabout some of the

apparent similari-
ties between him and
C.V. Starr. They both
like skiing and tennis.
They both had houses
in Brewster. Hank’s
apartment on Fifth
Avenue is about eight
blocks from Starr’s old
apartment. They both
used initials rather than
their names—Starr
went by “C.V. Starr”
and Hank goes by
“M.R. Greenberg.”

“I hated the name
‘Maurice,” Hank said.
“Starr probably didn’t
like ‘Cornelius.””

IG went public
in 1969 via an
exchange offer.

Before the offer, AIG
was a holding company

American
International

roup
Annual Report
1969

with virtually no em-
ployees. It owned
51.4% of American
Home, 57.8% of
National Union, and 12.4% of New
Hampshire. In exchange for the shares of
these three insurance companies, AIG of-
fered its common stock, convertible
debentures, and
convertible preferred shares. Upon com-
pletion of the exchange offer, AIG be-
came an operating company. In 1969, it
had revenues of $232 million and earned
$13 million. Book value was $120 million.
AIG earned $11 billion in 2004.

Hank Greenberg’s accomplishments
are significant. He reinvented the com-
mercial insurance business and built up
the greatest international insurance fran-
chise in the world. AIG’s shareholders
have earned spectacular returns during his
long tenure.

AIG’s board has now “implemented its
management succession plan” and re-
placed Hank as CEO. He will serve as
non-executive chairman. This is a sad day
and the end of an era. =

Please go to the next page.

AIGS first annual report. Hank Greenberg wrote the kind
inscription to David Schiff in 2002.
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Schiff’s Insurance Observer’s 1989-2004 Index of Articles on AIG

Schiff’s has been in the process of cre-
ating a detailed index of everything we’ve
ever published. The final version of the
index is not yet complete. However, be-
cause we have received so many inquiries
about articles that we’ve written about
AIG, we’re publishing the sections of the
index that deal with it.

Back issues of Schiff’s are avail-
able from our publishing offices.
The phone number is (434) 977-
5877. 'The email address is
Subscriptions@InsuranceObserver.com.

How to Read the Index

The index is in alphabetical order.

Each entry is followed by a date in
parentheses. That date represents the
issue of Sc/iff’s in which the entry ap-
peared. The numbers following the date
are the pages on which the entry ap-
peared.

Many entries appeared in more than
one issue.

American International Group (AIG)

$2.8 billion pretax charge, (April 7,
2003):3; (February 5, 2003):1-3;
(February 26, 2003):1; (February
26, 2004):2-6

accounting methods, (April 5, 2002):1-2;
(February 26, 2004):1-6; (July 25,
2002):1-2

advertising, (April 7, 2003):3—4; (August
1999):13; (March 28, 2003):2-3;
(March 1999):5, 13; (November 22,
2002):4, 12; (September 10, 2004):3

AIG Financial Products, investments,
(December 1993):7

Alexander & Alexander and, (August
1994):2

American Bankers attempted acquisition
by, (May 1998):5

American Financial’s Progressive stock,
purchase attempt by,
(April 5, 2001):2

American General takeover attempt by,
(April 5, 2001):1-3

American International Group: Cultivating
Global Growth (Schroeder et al.),
(September 2000):1-2

American International Group, Inc.: The
Emperor of Financial Services (Hicks
& Lai), (October 1998):2

American Reinsurance ownership by,
(April 5, 2001):2

analyst recommendations, (February 5,
2003):1; (February 26, 2003):1;
(October 1998):1

annual reports, (December 1993):7;
(February 26, 2004):1-6; (June
1991):4-5; (June 1992):5

annual statement costs, (July 16, 2003):2

audit committee, (August 16, 2002):1-4;
(July 25, 2002):1-3; (May 2,
2002):1-4

audit committee reports, (April 7,
2003):1-2

auto insurance business, (March 28,
2003):2

benefits from tort system and liability
crisis, (February 5, 2003):3

board of directors, (April 5, 2002):2;
(April 7, 2003):2-3; (August 16,
2002):2; (June 23, 2003):1-3; (May
2, 2002):3

book value, (April 7, 2003):2f; (April 9,
2004):3; (August 1999):2;

(December 31, 2004):2; (February
5, 2003):1; (February 16, 2001):3;
(September 2000):1-2

Brightpoint Inc. securities fraud and,
(December 9, 2004):3

business overview, (October 1998):2;
(September 2000):2

changes made in response to criticism,
(August 16, 2002):1; (May 2,
2002):3

Coral Reinsurance Company Ltd. and,
(July 1996):10-13; (March
1996):6-7; (December 1996): 3

corporate headquarters, (April 9, 2004):3

cyclical nature of stock, (April 5,
2001):1-3; (February 5, 2003):1;
(October 1998):2

Davis’ stock pick, (June 1994):8

debt ratings, (February 5, 2003):3

deceptive practices of, (August 1999):13;
(February 26, 2004):1-6; (March
28, 2003):2-3; (March 1999):5, 13;
(November 22, 2002):4, 12

Delaware Insurance Department’s exam-
ination of, (December 1996):3

disclosure issues, (June 23, 2003):1-2

D&O advertisements, (April 7, 2003):3-4

D&O premiums paid, (April 7, 2003):1f, 3

earnings, (April 5, 2002):2; (Fall 1989):1;
(February 16, 2001):3; (February
26, 2004):1-6; (June 1992):5; (May
2, 2002):2-3; (September 2000):1-2

earnings growth, (April 5, 2001):1-3;
(July 1996):13

earnings per share, (February 5, 2003):1;
(October 1998):2

earnings “smoothing,” (April 5, 2002):2

Financial Services Group of, (December
1993).7

financial strength, (April 5, 2002):2;
(February 5, 2003):3; (July 25,
2002):1-2; (September 10, 2004):3

founder, (June 23, 2003):1

Globe & Rutgers and, (April 9, 2004):2

Greenberg’s certification of AIG’s finan-
cials, (August 16, 2002):2f, 4; (July
25, 2002):3

Greenberg’s compensation, (April 7,
2003):2-3

Greenberg’s management style, (April 5,
2002):2

Greenberg’s successor, (April 5, 2002):2;
(May 2, 2002):3

growth of, (April 9, 2004):2; (February
26, 2004):1-6; (October 1998):1-3

history, (April 9, 2004):1-3

hostile takeovers and, (April 5, 2001):1-2

HSB acquisition by, (September 2000):2

InsWeb leads handling, (March 1999):29

J. & W. Seligman and, (April 9, 2004):2

on “junk insurance,” (September 10,
2004):3

lawsuits, (March 1999):5; (November 22,
2002):4

life insurance business, (April 5, 2001):1;
(August 1994):2

liquidity, (October 1998):1

logo, (January 1995):9

Loss Mitigation Unit services,
(December 9, 2004):3

loss reserve study, (February 5, 2003):2

market cap, (February 16, 2001):3;
(October 15, 2004):1; (October
1998):1

Merrill Lynch study on P/E ratios, (April
5, 2001):3

Mission Insurance ownership by, (April
5, 2001):2

National Union and, (July 1996):10, 15

non-insurance operations, (December
1993).7

premiums, (July 1996):12

pretax profit by division, (December
1993):7t

price-earnings ratios, (April 5, 2001):3;
(April 5, 2002):2; (December
1993):7; (July 25, 2002):1-3; (May
2, 2002):2; (October 1998):2, 3f;
(September 2000):2

price-earnings ratios, 1972-2000,
(September 2000):2f

price-earnings ratios, 1972-2001, (April 5,
2001):1¢

price-earnings ratios, 1972-2003, (April 7,
2003):2f

price to book value, (April 5, 2001):3;
(April 5, 2002):2

price to book value, 1972-1998, (October
1998):3f

price to book value, 1972-2000,
(September 2000):2f

price to book value, 1972-2003, (April 7,
2003):2f

Progressive ownership by, (April 5,
2001):2

proxy statements, (April 7, 2003):1-4;
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(June 23, 2003):1-2 continued

rate increase request after Hurricane
Andrew, (December 1992):1

ratings, (April 5, 2002):2; (February 5,
2003):3; (July 25, 2002):1-2; (March
28, 2003):2-3; (September 10,
2004):3

reserves, (February 5, 2003):3; (February
26, 2003):1

retentions, (July 1996):12

retros and, (March 1992):2

San Francisco earthquake and, (Fall
1989):1

Schedule Y filings, (August 1999):17

Schiff’s investment in, (January 1995):3;
(July 25, 2002):3

on the SEC’s Regulation G, (February
26, 2004):4

securities analyst recommendations,
(September 2000):1

shortselling, (May 2, 2002):3-4
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Sosin’s investments, (December 1993):7

Spitzer’s lawsuit, (October 15, 2004):1-2;
(October 22, 2004):1

Starr & Company roots, (April 9,
2004):1-2

Starr Foundation and, (April 7, 2003):2;
(June 23, 2003):1-2

Starr International Company and,
(August 1999):17

stock as currency for acquisitions, (April
5, 2001):1-3; (February 16, 2001):3;
(May 2, 2002):2

stock price, (April 5, 2001):3; (April 7,
2003):2f; (April 9, 2004):3—4;
(August 1999):2; (December 31,
2004):2; (Fall 1989):1; (February 5,
2003):1; (July 25, 2002):1-3; (May
2, 2002):1-4; (November 15,
2001):1; (October 15, 2004):1-2;
(September 2000):1-2

stock price, 1990-1998, (October
1998):2f, 3f

subsidiaries, (August 1999):17; (July
1996):15

SunAmerica acquisition by, (October
1998):2-3; (September 2000):2

SunAmerica’s price compared, 1990-
1998, (October 1998):3f

swaps and derivatives, (December
1993):7

Transatlantic Re and, (December 1996):3

20th Century Industries and, (August
1999):17

21st Century Insurance ownership by,
(April 5, 2001):2

USLife stock ownership by, (April 5,
2001):2

World ‘Trade Center loss reporting,
(February 26, 2004):2, 5-6

Yahoo! Finance bulletin board postings
regarding, (February 26, 2003):1-5

American International Reinsurance

Company
AIG acquisition of, (April 9, 2004):2
Globe & Rutgers Fire Insurance Co.
acquisition by, (April 9, 2004):2

American International Underwriters

AIG acquisition of, (April 9, 2004):2

Greenberg, Maurice R. (Hank)

See also American International Group

1990-91 market outlook, (June 1991):4-5

on acquisition prices, (August 1999):2

AIG director connections to, (April 7,
2003):2-3; (June 23, 2003):3f

on AIG’s $2.8 billion pretax charge,
(February 5, 2003):2; (February 26,
2003):1

AIG stock options, (April 7, 2003):2-3

on AIG’s valuation, (July 25, 2002):3

on Alexander & Alexander’s indepen-
dence, (August 1994):2

on American General’s takeover offer by
AIG, (April 5, 2001):1-2

American Home career, (April 9,
2004):1-2

American Museum of Natural History
and, (April 7, 2003):2; (June 23,
2003):1

on aviation and marine insurance mar-
kets, (June 1992):5

biography, (April 9, 2004):1-6

on Brightpoint transaction settlement,
(December 9, 2004):3

C. V. Starr & Company career, (April 9,
2004):1-2
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compensation, (April 7, 2003):2-3
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2004):1, 5-6
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9, 2004):5; (December 1996):3;
(July 1996):10-13; (March
1996):6-7
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(December 1996):3
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2001):2
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(October 1998):1
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1992):5
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fund, (Autumn 1993):11

handwriting analysis, (October 1994):11

on industry “death spiral,” (August
1994):3

ISO conversion, opposition to, (April
1997):4

letter to Schiff’s, (December 1992):10

on life insurance business for AIG,
(August 1994):2; (October
1998):2-3

on lowered ratings of life insurance com-
panies, (August 1994):2

on low rates, (April 1997):2

management style, (April 5, 2002):2;
(July 25, 2002):2

military service, (April 9, 2004):5

on naming successor, (April 5, 2002):2

NYSE board of directors, (May 2, 2002):4

NYSE Corporate Accountability &
Listing Standards Committee,
(April 7, 2003):2

photo, (April 9, 2004):1

prediction for 1990s, (June 1990):1
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tions, (August 1999):2
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on risk, (June 1991):5

Schiff’s description of, (April 9,
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1996):13; (May 2, 2002):1  continued

on solutions to insurance industry prob-
lems, (Autumn 1993):11

Spitzer’s lawsuit, (October 15, 2004):1;
(October 22, 2004):1

Starr International Company and,
(August 1999):17

on state and federal industry regulation,
compared, (June 1992):5

on SunAmerica’s growth, (October
1998):3

sworn statements affirming accuracy of
AIG’s financials, (August 16,
2002):2f, 4; (July 25, 2002):3

on tort reform, (February 5, 2003):2-3;
(February 26, 2004):3

20th Century Industries and, (August
1999):17

on underwriting profits, (April 9, 2004):2
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(August 1999):2
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