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Chairperson Warren and panel members Silvers and McWaters, Fitch 
Ratings (Fitch) is pleased to submit a written statement in connection with 
the panel’s hearing today.  
 
The team of financial analysts that I manage at Fitch has provided credit 
ratings on American International Group, Inc. (AIG) and certain of its 
subsidiaries since 1997. I understand that the panel is interested in our 
ratings activities with respect AIG from 2008 through today, which 
coincides with the emergence of financial difficulties at AIG that culminated 
in government assistance announced on September 16, 2008.  
 
We understand your interests include any discussion Fitch analysts had with 
government officials during that time period, both as the government 
initially provided, and subsequently modified, the nature of its assistance. 
You are also interested in our views on possible government exit options, as 
well as certain aspects of our ratings criteria, especially those related to 
distressed debt exchanges.    
 
As a point of background, Fitch first placed AIG’s ratings on Rating Watch 
Negative in February 2008, implying a future downgrade was reasonably 
likely. This action related to problems that began to emerge in AIG’s 
derivatives portfolio in its Financial Products subsidiary (AIG FP). Fitch 
never rated AIG FP, but at the time had an Issuer Default Rating (IDR) of 
AA on AIG, the ultimate parent company that guaranteed many of AIG FP’s 
obligations.  
 
AIG’s IDR was subsequently downgraded to AA- on May 8, 2008, and 
Fitch’s ratings remained on Rating Watch Negative, after AIG reported 
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mark-to-market losses on its derivatives portfolio, and plans to raise capital. 
On May 22, 2008 AIG’s ratings were removed from Rating Watch Negative 
after AIG raised new capital of $20 billion.  
 
On August 22, 2008 Fitch again placed its ratings of AIG on Rating Watch 
Negative recognizing mounting financial pressures including liquidity needs, 
as well as an announcement by AIG that it was conducting a strategic review 
of its business units. This was followed by a downgrade of AIG’s IDR on 
September 15, 2008 to A.  
 
The downgrade on September 15 recognized a need for AIG to raise funding 
to address growing liquidity needs, and our concerns that AIG’s financial 
flexibility had grown quite limited due to declines in its stock price, 
widening credit spreads on its bonds and the impact of generally weakening 
capital market conditions. Financial flexibility and access to capital was a 
critical assumption historically embedded in our ratings of AIG. As a point 
of context, this downgrade occurred just after the announcement of the 
Lehman bankruptcy, which greatly acerbated problems for most companies 
in accessing the capital markets.    
 
Over the next day and a half Fitch remained in contact with AIG 
management, as the company began indicating to Fitch increases in its 
estimates of possible liquidity needs, as well as possible remedies. Fitch also 
monitored news reports, including an announcement by the New York State 
Department of Insurance that it had tentatively approved an extraordinary 
payment from AIG’s insurance subsidiaries of $20 billion to help AIG fund 
its liquidity needs. There were also varied reports of other possible sources 
of funding.   
 
We also were concerned about the company’s financial flexibility in the 
event of any negative rating actions by Standard and Poor’s (S&P) and 
Moody’s Investor Services (Moody’s) as we recognized that a number of 
AIG FP’s derivative contracts included rating triggers linked the ratings of 
these two agencies. Downgrades by S&P or Moody’s would have potentially 
caused AIG FP to post additional collateral, furthering its liquidity 
challenges.   
 
As Fitch continued to monitor these various developments, we received a 
call from government officials late in the afternoon of September 16, 2008. 
During this call, Fitch was informed that the government would later that 
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evening announce an $85 billion bridge loan facility for AIG. We convened 
a rating committee meeting that night to decide how we would react to the 
noted government assistance.  
 
On September 17, 2008, Fitch announced that AIG’s A IDR was unchanged, 
recognizing that while AIG’s financial profile had deteriorated further due to 
mounting liquidity needs, this concern was largely offset by the favorable 
impact of government assistance. At the same time we changed our Rating 
Outlook on AIG from Negative to Evolving to communicate to the market 
that while government assistance removed much of the near-term downside 
pressure on AIG’s ratings, material uncertainties remained.    
 
Absent the provision of government assistance announced on September 16, 
I believe that Fitch would have downgraded AIG’s rating to below 
investment grade given the seriousness of its financial difficulties. However, 
since government assistance was announced as these negative developments 
became known, Fitch’s rating committee never formally reviewed its ratings 
of AIG in a context absent government assistance subsequent to our 
September 15 downgrade.  
 
Subsequent to the initial call from the government on September 16 through 
late October of 2008, Fitch had a number of calls or meetings with AIG 
management, many of which included representatives from Treasury, the 
Federal Reserve Bank of New York, or both. These included:  
 

a. Discussion of potential asset sales in order to repay the bridge loan (1st 
week of October),   

b. Restructuring of the bridge loan (October 17),  
c. Formation of the Maiden Lane Special Purpose Vehicles and 

discussions regarding the securities lending portfolio and CDS 
portfolio (October 29)  

 
During this period, Fitch never advised AIG or government officials, or 
made suggestions as to how different restructurings of government 
assistance would impact AIG’s ratings. However, consistent with our stated 
goals of transparency, Fitch did share with AIG and government officials its 
concerns with respect AIG and its creditworthiness. These concerns were the 
same as those included in Fitch’s published commentary on AIG. It is 
important to note that there was never a discussion between Fitch and either 
AIG or government officials related to a prepackaged bankruptcy. 
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Fitch’s next rating action on AIG was on May 15, 2009, at which time we 
downgraded AIG’s IDR to BBB, and also lowered the insurer financial 
strength ratings of AIG’s insurance subsidiaries to within the A category.  
These downgrades reflected deterioration in the financial condition of AIG’s 
insurance subsidiaries due to both investment losses and deterioration in 
their competitive positions. This deterioration reflected both the impact of 
the financial crisis generally, as well as the tarnished reputation of AIG 
following the need for government assistance.   
 
In taking the May 15 rating action, Fitch also reevaluated the appropriate 
level of its implied government “support floor” for AIG’s ratings. By that 
time our view had evolved such that we believed that once the systemic risks 
that AIG posed ultimately abated, the government would be less likely to 
provide additional funding, if needed, simply to support AIG’s ratings at 
their original pre-crisis levels. Fitch believed that the insurance companies 
that ultimately emerged from the restructuring could be competitive at A 
category financial strength ratings and BBB category parent debt and IDR 
ratings. This, in part, recognizes that following many downgrades taken 
during the financial crisis across the insurance industry by Fitch and the 
other rating agencies, many of AIG’s competitors have ratings at these 
levels.   

 
As part of its ratings assumptions for AIG, Fitch expects that AIG will likely 
ultimately emerge as an independent entity, though we do not yet view that 
as certain. Our ratings expectation is that debt-related government 
obligations will likely be repaid via proceeds from assets sales. With respect 
to government equity interests, Fitch assumes exiting these will require 
accessing either capital markets, private investors or both. Fitch assumes the 
government’s equity interests will ultimately either be repurchased by AIG 
once it can again issue public equity, the government will themselves sell the 
equity to the public, or the government could sell its interests in AIG to 
another company. Under any of these exit options strategy, Fitch expects 
that the investing public (or an acquirer) would need to have confidence that 
AIG could remain viable and competitive.  
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Finally, Fitch understands the panel is interested in Fitch’s ratings criteria 
with respect distressed debt exchanges. We believe that this question is 
posed in the context of how we may have hypothetically rated AIG if the 
government’s assistance had included settlements with certain counterparties 
at less than 100 cents on the dollar.      
 
First I must emphasize it is difficult to speak to a hypothetical because there 
are often subtle nuances in actual situations that can have a material impact 
on a ratings outcome.  
 
With that caveat, generally, negotiated settlements at anything less that 100 
cents, especially if the offer is accepted because Fitch believes that the 
counterparty fears (or is threatened) it may receive less if it does not accept 
the offer, would be viewed as a default under our criteria. Thus, it is likely if 
the provision of government assistance included negotiated settlements with 
either AIG FP’s derivative counterparties or AIG’s debt holders at less than 
100 cents, we would have downgraded AIG’s ratings to reflect a default, as 
applicable. It is important to again emphasize that Fitch has never held 
discussions with AIG or the government related to potential negotiated 
settlements with counterparties or debt holders.  
 
 
 


