Financial Community Presentation/February 5, 2003/Jim Cracchiolo
Thank you, Ken. Good afternoon.

Before | begin, I'd like to introduce the members of my Financial Advisors executive team.

First, Barry Murphy, who heads US Retalil,

Barbara Fraser, in charge of Products and Marketing,
Ted Truscott, our Chief Investment Officer,

Steve Roszell, who leads our Institutional group,
Rudy Adolf, head of Banking and Brokerage, and,
Walter Berman, our Chief Financial Officer.

After my opening remarks, you will hear from Barry, Barbara and Ted, who will represent the team.
o let’ s begin.
When | updated you on Financial Advisors, 18 months ago, we were dealing with some major issues.

e First, the significant challenges caused by a dramatic decline in the equity and credit markets. And as
you all know, that decline has continued and has been worse than any of us expected.

e Second, we were feeling the effects of both moving to an open product system and to three new
platformsin our retail distribution network, which put pressure on our margins without increasing our
productivity.

e Over thelast 18 months, we made significant progress in dealing with our challenges and fixing many
aspects of our core business. Today, we are now very much focused on repositioning Financial Advisors
for future growth.

During the next hour, my team and | will cover three key areas:

e First, the progress we have made.
e Second, our building blocks for growth.
e And, lastly, I'll share our outlook for how our business could perform under various scenarios.

Let’s start with the progress we have made.
First, we strengthened our balance sheet.

e Wereallocated our investment portfolios by reducing high yield from approximately 12 percent to 6
percent of our owned assets.

e Overdl, we exited 2002 with a stronger balance sheet and an unrealized gain position of over $1.1
billion in our owned assets and securities.

Second, we needed to reduce our cost structure to deal with the significant decline in our revenues and margins.
Therefore, we implemented a comprehensive Reengineering program.



e Thisincluded a 22 percent reduction in our workforce across the company, as well as atotal
restructuring of our Field force between 2000 and 2002.

e And, we also strengthened our service delivery capabilities and operating effectiveness. Overall, we
realized approximately $400 million+ in pre-tax benefitsin the last two years.

e A significant portion of these savings was reinvested in the business to fund core infrastructure
upgrades, key capabilities and product expansion to position us for growth.

Next, we had to modify our Advisor Platforms after their initial introduction to improve their economics, stem
attrition in the P1 employee channel, and increase productivity across the system.

e Weended 2002 with aturnaround in our advisor count moving to anet gain of 154 advisors. Thisisat a
time when many of our competitors' field forces were shrinking - - -some dramatically.

e For our P1 employee group, production and client acquisition have now reached their highest levels
since platforms were introduced.

e And, inour P2 platform, our most tenured advisors, advisor satisfaction is up and retention remains
quite high at 91 percent.

e Asaresult, last year our production, or gross dealer concession sales increased 7 percent, areal positive
for us compared to the industry.

Next, we had to deal with some serious issues with our mutual fund performance, which as you know had
negative implications to our entire business.

e We strengthened |eadership and added top-notch portfolio managers and analysts.

e We enhanced capabilities, changed the metrics in evaluating performance, tied compensation to
performance, and established satellite offices.

Clearly, our funds need a 3to 5 year track record, but some of our early results are promising. We ended 2002
with 69 percent of our equity mutual fund assets on an asset-wei ghted basis above the median, up from 50
percent in 2001.**

The next area we addressed was broadening product depth and scope to better meet client needs. We have been
focused on ensuring that our proprietary product iswell represented in our advisor network where it currently
represents approximately 65 percent of total sales.

In response to the changing environment and to position ourselves better in an open product system, we
launched 34 new products across our asset management, insurance and annuity businesses, a major increase
over prior years. To close gaps we had in style boxes in our mutual fund family, we launched 10 new sub-
advised fundsin the value, international and small cap categories, partnering with successful fund managers.

These products have attractive economics and have garnered $2.3 billion in net asset flows since program
inception. And, in the annuities area, with the addition of new products as well as new partnersin our Third
Party Distribution channels, we achieved double-digit sales growth over the last two years. In fact, we are now

! Source: Lipper. As of 12/31. See footnote 2.



the number 3 provider of annuities in the bank channel today, and distribute to banks such as Wachovia, Wells
Fargo and Fleet.

In addition to growing our client base through traditional means, such as referrals and local activities, we began
utilizing a number of new channels such as workplace, online and corporate alliances. And, as Ken has
discussed, beginning in 2002 we placed a greater emphasis on exploring cross-sell opportunities across the Blue
Box, particularly between Financial Advisors and our Cardmember base. Since my last update, we made good
progress testing and learning. We are now developing sophisticated tools and capabilities to improve targeting
and conversion.

And lastly, in the past, we didn’'t gather alarge portion of our clients assets, including cash. Last year we
started concentrating on capturing more assets, particularly from our best clients.

First, we introduced American Express Platinum Financial Services® and trained over 750 of our top advisors.
And, we are seeing some initial success, with existing clients committing an average of $150,000 in new
money. This offering istailored to the upper market with a suite of premium products and services. And, we
also put in place, American Express One™ Financial Account, an integrated cash management and investment
account allowing clientsto consolidate all their assets into a single relationship with American Express. Since
theinitial rollout, we have acquired $2.2 billion in incremental new assets with an overall average account
balance of $306,000.

Asyou will recall, these were the five major areas | told you we would focus on in my last update. | have only
shared afew of our highlights to give you a sense of how we have been dealing with the challenges, closing
some key gaps and building on our foundation. Overall, we have made very good progress in this period and we
executed against our stated priorities against the back drop of a punishing environment. Capitalizing on their
full potential will require a healthier environment and stronger investor confidence.

To put that into context, | looked at the last few years from another perspective, to see how the market
environment and some of the actions we have taken have translated to our earnings.

Let’s go back to 2000, which was a high water mark on Wall Street. Our earnings power was driven in part by
an 8-year bull market, earnings on our owned investments, strong consumer sentiment and some under-
investing in select areas of our business.

Since that point, on an absolute basis, Financial Advisorswent from $1.0 billion in net income in 2000 to $632
million in 2002, down 39 percent.

The key driver of this reduction was a 35 percent decline in the S& P 500. This resulted in a depreciation in our
clients assets and a reduction in management fees, making up 77 percent of our earnings decrease. | think you
saw similar effects across the industry. This clearly goes with the territory of running any financial services
company today. Obviously, we can’t control the markets. But, there was more going on in this period than just
market depreciation.

A portion of the next bar represents actions we took to strengthen our balance sheet such as reallocating the
percentage of high yield in our owned investment portfolio. There was, as you know, a significant cost
associated with doing this.

In addition, between 2000 and 2002, we also made adjustments to our Deferred Acquisition Cost position.

To help offset these declines during this period, we also generated significant reengineering benefits. And, we
utilized a good portion of these savings to reinvest back in the business to strengthen our core foundation and
position us for future growth.



And lastly, the “other” bar represents the net of few additional items across the company, such as weaknessin
our Institutional business, where we have seen performance related outflows.

Obvioudly the steps we took had some costs associated with them, but they were necessary, and | believe they
set the base for future growth. We believe that our earnings decrease during this period, after all theitems| have
covered, was still consistent with what other firms experienced in the industry.

Today the company has solid profitability and a strong balance sheet even in avery weak environment. Thisis
driven by the strengths of our business model, which | will now highlight. And, I will tell you how the strategies
and initiatives that we have put in place to evolve this model will alow usto grow more expansively for the
future.

Today, we like the position we have in Financial Services. With market momentum no longer a given, clients
are becoming more prudent when committing money and they are focusing on satisfying their longer-term
goals. Our model was built around financial planning and advice. It’s more relevant today than ever before.
Financial planning and advice is the space we have occupied successfully for 20 years.

In fact, many firms are trying to emulate us. They call themselves financial advisors. But in reality many focus
on stock trading. Our advisors have established and built their practices on an individual relationship basis by
preparing clients for the long-term.

In building these relationships, we focus on client needs and objectives, products that are suitable depending on
aclients risk profile and goals, and compliance with applicable laws. While my colleagues and | won't be
repeating this today, this focusis fundamental to everything we do in the home office and field.

Our core strength and competency is our planning model. This has been particularly evident during these
turbulent times and especially with widespread changes across the industry. We generate good returns because
we have:

e Very strong retention among clients with a plan at 94 percent,

e Planning clients who average 7.1 accounts with us,

e Excellent asset persistency. As an example, based on redemption rates, our clients hold long-term
mutual funds over twice as long on average versus the industry.

e And our advisor retention continues to be strong, as I’ ve already mentioned.

To better understand the power of our model, let’slook at our financial returns compared to the industry. There
are few firmslike Financial Advisors, since we are an asset manager, an insurance and annuity company, as
well as abroker dealer. On this slide, we analyzed the competitive performance of these three industries
between 1992 and 2002.

e Broker/Dealers averaged areturn on equity of 19 percent.
e Asset managers generated a 25 percent return over this period.
e And, lastly, the insurance and annuity industry realized a 10 percent return.

We then took the liberty of creating asimilar firm to Financial Advisors for comparative purposes, by using our
business segment weightings. This resulted in an industry composite generating a 15 percent return on equity.
By comparison, Financial Advisors actually generated an 18 percent return over the same period. And, even



though our return last year was reduced to 11.6 percent, our analysis still indicates that that return continues to
exceed the industry composite, and now by an even greater amount.

Asl indicated, we believe this higher return differential islinked to better advisor retention, higher product
persistency, deeper planning relationships with clients, due in large part to the associated effectiveness of our
planning model.

Having said that, the full potential of this model has not been realized. Looking back, we know we could have
been more aggressive and opportunistic over the yearsin taking advantage of our business model. Looking
forward, our challenge is to be more productive, more efficient and more successful in evolving this franchise.

| would now like to highlight 4 significant opportunities we are targeting to expand the business.

First, until now, we primarily served the mass market. Our clients have, on average $71,000 with us and we can
serve them profitably. However, there is alarger opportunity, and it is even more profitable for us, to focus on
the mass affluent, people who have $100-000 - $500,000 of investable assets. Thisisalarge and growing
consumer segment. It’s highly underserved, since we believe many of the wire houses that offer personal
service are moving toward clients with greater than $1 million in assets.

We already serve clients that have above $100,000 in investable assets. They represent approximately 72
percent of our assets, even though they are asmaller part of our client base. We know our brand has a strong
appeal here and by enhancing our value propositions to serve more of their needs, we believe we can be even
more successful, as early results have shown.

Second, in the past we focused on ensuring we had a strong advisor distribution network and we supported and
relied on our advisors to attract and develop clients. We were very much reliant upon sales generated through
our advisor channel.

We think we can be even more successful in growing our franchise by surrounding advisors with the marketing
muscle of American Express to help create greater client awareness and interest. By adding the company’s
world-class marketing expertise and capabilities, we believe we can complement our advisors by attracting
more prospects and deepening client relationships even more, especially among the mass affluent.

Third, as you know, financial planning is a core driver of our profitability and what we believe is a key
differentiator of our businessin theindustry. However, as good aswe are at utilizing financial planning with
our clients currently, we still only have a 39 percent penetration of our clients who complete a comprehensive
financial plan. Many prospects and clients find completing a comprehensive plan a bit intimidating and time
consuming.

In order to enhance our ability to attract and serve more prospects and clients, we will complement our
comprehensive planning with more flexible and modular planning based on life-triggers, such as marriage, birth
of achild, inheritance, and retirement. Thiswill help attract more clients and increase our product sales per
client, covering more of their lifetime needs.

And lastly, as |’ ve stated before, we want to more fully satisfy our client needs by capturing a greater share of
their assets. As an example, we estimate our clients hold approximately $80 billion of cash sitting outside of
American Express. To complement our existing products, which focus on satisfying more of our clients’ long-
term needs, we have developed a set of additional products such as FDIC insured deposits and sweep accounts,
mortgages and home equity loans, margin and enhanced brokerage capabilities.



By focusing on the four areas of opportunity | just covered, we can become an even stronger player and evolve
our business model.

So, how are we executing against these opportunities to make them happen? Many of the key initiatives are
aready underway and we have some good initial results. We have marshaled our resources across the firm
around a framework we call our Building Blocks for growth, to ensure a consi stent focus across the
organization. The Building Blocks focus on:

e attracting more clients,

e building deeper client relationships,

e ensuring we have the right capabilities and processesin place, aswell as a very effective organization to
make it happen.

| have asked Barry, Barbaraand Ted to cover in more depth afew of the initiatives that | have already touched
upon:

e Barry will cover Advisor growth, client acquisition and productivity.

e Barbarawill cover enhancing our product portfolio, asset gathering and overall client segmentation and
marketing.

e Ted will talk to how we are improving our investment performance and adding to our capabilities.

I’m going to now hand it over to Barry Murphy - Barry.



INFORMATION RELATING TO FORWARD LOOKING STATEMENTS

This presentation includes forward-looking statements, which are subject to risks and uncertainties. The
words "believe,” "expect,” "anticipate,” "optimistic,” "intend,” "plan,” "aim," "will," "should," "could,"
"likely," and similar expressions are intended to identify forward-looking statements. Readers are cautioned
not to place undue reliance on these forward-looking statements, which speak only as of the date on which
they are made. The company undertakes no obligation to update or revise any forward-looking statements.
Factors that could cause actual results to differ materially from these forward-looking statements include,
but are not limited to: the company's ability to successfully implement a business model that allows for
significant earnings growth based on revenue growth that is lower than historical levels, including the
ability to improve its operating expense to revenue ratio both in the short-term and over time, which will
depend in part on the effectiveness of re-engineering and other cost control initiatives, as well as factors
impacting the company's revenues; the company's ability to grow its business and meet or exceed its return
on equity target by reinvesting approximately 35% of annually-generated capital, and returning
approximately 65% of such capital to shareholders, over time, which will depend on the company's ability
to manage its capital needs and the effect of business mix, acquisitions and rating agency requirements; the
ability to increase investment spending, which will depend in part on the equity markets and other factors
affecting revenues, and the ability to capitalize on such investments to improve business metrics;
fluctuation in the equity markets, which can affect the amount and types of investment products sold by
AEFA, the market value of its managed assets, management and distribution fees received based on those
assets and the amount of amortization of DAC; potential deterioration in AEFA's high-yield and other
investments, which could result in further losses in AEFA's investment portfolio; the ability of AEFA to
sell certain high-yield investments at expected values and within anticipated timeframes and to maintain its
high-yield portfolio at certain levels in the future; developments relating to AEFA's platform structure for
financial advisors, including the ability to increase advisor productivity, increase the growth of productive
new advisors and create efficiencies in the infrastructure; AEFA's ability to roll out new and attractive
products in a timely manner and effectively manage the economics in selling a growing volume of non-
proprietary products; investment performance in AEFA's businesses; the success, timeliness and financial
impact, including costs, cost savings and other benefits, of re-engineering initiatives being implemented or
considered by the company, including cost management, structural and strategic measures such as vendor,
process, facilities and operations consolidation, outsourcing (including, among others, technologies
operations), relocating certain functions to lower cost overseas locations, moving internal and external
functions to the Internet to save costs, the scale-back of corporate lending in certain regions, and planned
staff reductions relating to certain of such re-engineering actions; the ability to control and manage
operating, infrastructure, advertising and promotion and other expenses as business expands or changes,
including balancing the need for longer-term investment spending; the impact on the company's businesses
and uncertainty created by the September 11th terrorist attacks, and the potential negative effect on the
company's businesses and infrastructure, including information technology systems, of any such attacks or
disaster in the future; the impact on the company's businesses resulting from a war with Iraq; the company's
ability to recover under its insurance policies for losses resulting from the September 11th terrorist attacks;
consumer and business spending on the company's travel related services products, particularly credit and
charge cards and growth in card lending balances, which depend in part on the ability to issue new and
enhanced card products and increase revenues from such products, attract new Cardholders, capture a
greater share of existing Cardholders' spending, sustain premium discount rates, increase merchant
coverage, retain Cardmembers after low introductory lending rates have expired, and expand the global
network services business; the ability to execute the company's global corporate services strategy, including
greater penetration of middle market companies, increasing capture of non-T&E spending through greater
use of the company's purchasing card and other means, and further globalizing business capabilities; the
ability to manage and expand Cardmember benefits, including Membership Rewards(R), in a cost effective
manner; the triggering of obligations to make payments to certain co-brand partners, merchants, vendors
and customers under contractual arrangements with such parties under certain circumstances; successfully
expanding the company's on-line and off-line distribution channels and cross-selling financial, travel, card
and other products and services to its customer base, both in the U.S. and abroad; effectively leveraging the
company's assets, such as its brand, customers and international presence, in the Internet environment;
investing in and competing at the leading edge of technology across all businesses; a downturn in the
company's businesses and/or negative changes in the company's and its subsidiaries' credit ratings, which
could result in contingent payments under contracts, decreased liquidity and higher borrowing costs;



increasing competition in all of the company's major businesses; fluctuations in interest rates, which impact
the company's borrowing costs, return on lending products and spreads in the investment and insurance
businesses; credit trends and the rate of bankruptcies, which can affect spending on card products, debt
payments by individual and corporate customers and businesses that accept the company's card products
and returns on the company's investment portfolios; foreign currency exchange rates; political or economic
instability in certain regions or countries, which could affect lending activities, among other businesses;
legal and regulatory developments, such as in the areas of consumer privacy and data protection;
acquisitions; the adoption of recently issued accounting rules related to the consolidation of special purpose
entities, including those involving collateralized debt obligations, structured loan trusts, mutual funds,
hedge funds and limited partnerships that the company manages and/or invests in, which could affect both
the company's balance sheet and results of operations; and outcomes in litigation. A further description of
these and other risks and uncertainties can be found in the company's Annual Report on Form 10-K for the
year ended December 31, 2001, and its other reports filed with the SEC.



