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in fundamental ways;" we've
delivered record financial results:”
we've increased investments to
generate growth;” we’ve used
these investments to strengthen
our competitive position;*and
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core values®
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Various forward-looking statements are made in this Annual Report, which generally include the words “believe,” “expect,” “anticipate,” “optimistic,”
“intend,” “plan,” “aim,” “will,” “may,” “should,” “could,” “would,” “likely,” and similar expressions. Certain factors that may affect these forward-

looking statements, including American Express Company’s ability to achieve its goals referred to herein, are discussed on page 72.
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The table below summarizes cash flows received from securitization trusts in:

(Millions) 2003 2002
Proceeds from new securitizations during the period $ 3442 $ 4,589
Proceeds from collections reinvested in revolving cardmember securitizations $ 45,907 $ 36,942
Servicing fees received $ 378 $ 331
Other cash flows received on retained interests $ 1,713 $ 1514

The Company also securitizes equipment lease receivables. At December 31, 2003 and 2002, the amounts sold and
outstanding to third-party investors were $138 million and $254 million, respectively. These sales result in a reduction of
interest expense and provisions for losses, as well as servicing revenue, all of which are insignificant to the Company’s results

of operations.

(Note 5) GOODWILL AND OTHER INTANGIBLES

Effective January 1, 2002, the Company adopted SFAS No. 142, “Goodwill and Other Intangible Assets,” which established
new accounting and reporting standards for goodwill and other intangible assets. Under the rules, goodwill and other intan-
gible assets deemed to have indefinite lives are not amortized but are instead subject to annual impairment tests. Manage-
ment completed goodwill impairment tests as of the date of initial adoption, and again during 2002 and 2003. Such tests

did not indicate impairment.

As of December 31, 2003 and 2002, the Company held acquired identifiable intangible assets with definite lives of $522
million (net of accumulated amortization of $145 million) and $238 million (net of accumulated amortization of $84 mil-
lion), respectively. The aggregate amortization expense for these intangible assets during the years ended December 31,
2003, 2002 and 2001 was $56 million, $42 million and $18 million, respectively. During 2003, the Company acquired
$312 million of intangible assets primarily related to AEFAs acquisition of Threadneedle Asset Management Holdings LTD
and TRS’ acquisition of Rosenbluth International. These assets have a weighted average useful life of 14 years. Estimated
amortization expense associated with intangible assets for the five years ending December 31, 2008 is as follows (millions):
2004, $77; 2005, $77; 2006, $75; 2007, $73 and 2008, $60.

Net goodwill was approximately $2.1 billion and $1.3 billion at December 31, 2003 and 2002, respectively. At December
31, 2003, this consisted of approximately $1.5 billion at TRS and $0.6 billion at AEFA. At December 31, 2002, the net bal-
ance consisted of approximately $1.1 billion at TRS and $0.2 billion at AEFA.

The following table presents the impact to net income and EPS of goodwill amortization for the year ended December
31, 2001:

(Millions, except per share amounts) Incc}\lr:el BE§§ Dil‘;itle’g
Reported $ 1311 $ 0.99 $ 0.98
Add back: Goodwill amortization (after-tax) 82 0.06 0.06
Adjusted $ 1,393 $ 1.05 $ 1.04

(Note 6) SHORT- AND LONG-TERM DEBT AND BORROWING AGREEMENTS

Short-Term Debt

At December 31, 2003 and 2002, the Company’s total short-term debt outstanding, defined as debt with original maturi-
ties of less than one year, was $19.0 billion and $21.1 billion, respectively, with weighted average interest rates of 1.2% and
1.7%, respectively. At December 31,2003 and 2002, $7.5 billion and $8.7 billion, respectively, of short-term debt outstanding
was hedged by interest rate swaps. The year-end weighted average interest rates after giving effect to hedges were 2.1% and
24% for 2003 and 2002, respectively. The Company generally paid fixed rates of interest under the terms of interest rate
swaps. Unused lines of credit to support commercial paper borrowings were approximately $9.2 billion and $10.0 billion

at December 31, 2003 and 2002, respectively.
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Long-Term Debt

December 31, (Dollars in millions) 2003 2002
Year-End Year-End
Year-End Effective Year-End Effective
Notional Stated Interest Notional Stated Interest
Outstanding  Amount of  Rate on Rate with Maturity of ~ Outstanding ~ Amount of Rate on Rate with  Maturity of
Balance Swaps Debt@b) Swaps@»  Swaps Balance Swaps Debt(@b) Swaps@b) Swaps
Convertible Debentures
due December 1, 2033 $ 2,000 — 1.85% — — — — — — —
Senior Global Notes due
July 15,2013 993 — 4.88% — — — — — — —
Fixed Rate Senior Notes due
May 16, 2008 998 — 3.00% — — — — — — —
Notes due September 12, 2006 1,002 — 5.50% — — $ 1,003 — 5.50% — —
Floating Rate Notes due
June 15, 2006 1,000 — 143% — — 1,000 — 1.43% — —
Floating Rate Medium-Term
Extendible Notes due
February 14, 2005© 2,000 — 1.20% — — — — — — —
Floating Rate Extendible Notes
due January 21, 2005@ 1,000 — 1.17% — — — — — — —
Fixed Rate Medium-Term
Notes due 2005 258 $ 250 4.25% 1.24% 2005 261 $ 250 425% 1.32% 2005
Floating Rate Medium-Term
Notes due 2003 — 2006 5,691 1,300 1.24% 1.76% Various 6,550 6,550 6.50%  5.92% Various
Fixed Senior Notes due
2003 - 2011@ 2,712 400 591% 4.98% Various 2,655 100 5.88% 5.62% 2005
Floating Senior Notes due
2003 - 2011®@ 2,307 207 1.44% 1.83% 2004 1,840 — 1.53% — —
Fixed Rate Notes due
2003 - 2011®@ 210 — 7.48% — — 142 — 6.73% — —
Floating Rate Notes due
2003 -2008 263 213 5.05% 3.82% Various 551 232 4.10% 2.98% Various
Subordinated Fixed Rate Notes
due 2003 - 2004 17 — 7.95% — — 153 — 6.90% — —
Subordinated Floating Rate
Notes due 2004 — 2006 203 — 1.71% — — 203 — 1.71% — —
Notes due May 15, 2003 — — — — — 1,000 — 5.90% — —
Floating Rate Notes due
September 15, 2003 — — — — — 950 — 1.53% — —
Total $20,654 $2,370 2.56% $16,308 $7,132 4.93%

(a) For floating rate debt issuances, the stated and effective interest rates were based on the respective rates at December 31, 2003 and 2002; these rates are not an indication of future
interest rates.

(b) Weighted average rates were determined where appropriate.
(
(d) These issuances are subject to extension by the holders through June 20, 2008.
(e

<

These issuances are subject to extension by the holders through March 5, 2008.

o

As a result of the December 31, 2003 adoption of FIN 46, these balances include a combined $325 million of debt related to a consolidated CDO. This debt is non-recourse to the Com-
pany and will be extinguished from the cash flows of the investments held within the portfolio of the CDO.

In November 2003, the Company privately placed $2 billion in Convertible Senior Debentures due 2033 (the Debentures)
which are unsecured and unsubordinated obligations of the Company. The Debentures are convertible under certain con-
ditions into shares of the Company’s common stock, at a base conversion price of $6941 or 28.8 million common shares. If
at the time of conversion, the stock price exceeds the base conversion price, the holder will receive additional shares based

on a formula but in no event will the number of common shares issued exceed 45.5 million.

The Debentures accrue interest at an annual rate of 1.85%, payable semi-annually until December 1, 2006, after which inter-

est will not be paid unless the Company elects to do so in connection with a remarketing of the Debentures. If interest is
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not paid, at maturity the holder will receive the accreted principal amount, which will be equal to the original principal
amount increased daily at a rate of 1.85% per annum. Unless and until a remarketing reset event occurs, the Company will
pay contingent interest under certain circumstances. The contingent interest feature has been bifurcated because it is not
clearly and closely related to the host contract. If the average of the closing sale prices of the Company’s common stock over
the 10 trading-day period ending on the trading day immediately preceding December 1, 2006, 2008, 2013, 2018, 2023 or
2028 is less than the effective conversion price on such day, the Company will no longer pay contingent interest on the
Debentures; the Debentures will no longer be convertible into the Company’s common stock; and the holders of the Deben-
tures will not have the right to require the Company to repurchase the Debentures under certain circumstances. On this
remarketing reset event, the yield on the Debentures will be reset to a date at least six months thereafter. The Company may

also elect prior to any remarketing that following such remarketing the Debentures will bear cash interest.

A holder may convert debentures into a number of shares of the Company’s common stock equal to the conversion rate
under various circumstances, if at any time prior to maturity, the Company’s closing stock price for at least 20 trading days
in a period of 30 consecutive trading days ending on the last trading day of any calendar quarter is more than 125% of the
base conversion price. Holders may require the Company to purchase for cash a portion of their Debentures on December 1,
2006, 2008, 2013, 2018, 2023 or 2028 at 100% of the accreted principal amount, plus accrued and unpaid interest. While
the Company has the ability to settle the principal amount of the conversion rights granted in this convertible debt offering
in cash, common stock or a combination, the Company intends to settle the principal amount in cash and to settle the con-
version spread (the excess conversion value over the principal) in either cash or stock. The Company can also redeem all or
some of the convertible debt securities for cash at any time on or after December 1, 2006 at a price equal to 100% of the
accreted principal amount of the Debentures plus accrued interest, if any. If a conversion trigger is met, the Company will

reflect the additional shares in diluted EPS using the treasury stock method.
Certain of the above interest rate swaps require the Company to pay a floating rate, with a predominant index of LIBOR.

The Company paid interest (net of amounts capitalized) of $1.7 billion, $1.7 billion and $2.8 billion in 2003, 2002 and 2001,
respectively. Debt issuance costs are deferred and amortized over the term of the related instrument or, if the holder has a

put option, over the put term if shorter.

Aggregate annual maturities of long-term debt for the five years ending December 31, 2008 are as follows (millions): 2004,
$3,452; 2005, $8,509; 2006, $3,627; 2007, $749 and 2008, $998.

Other financial institutions have committed to extend lines of credit to the Company of $11.5 billion and $12.1 billion at
December 31, 2003 and 2002, respectively.

(Note 7) CUMULATIVE QUARTERLY INCOME PREFERRED SHARES

In 1998, American Express Company Capital Trust I, a wholly-owned subsidiary of the Company, established as a Delaware
statutory business trust (the Trust), completed a public offering of 20 million shares of 70% Cumulative Quarterly Income
Preferred Shares Series I (QUIPS) (liquidation preference of $25 per share). Proceeds of the issue were invested in Junior
Subordinated Debentures (the Subordinated Debentures) issued by the Company due 2028, which represent the sole assets
of the Trust. The QUIPS were subject to mandatory redemption upon repayment of the Subordinated Debentures at matu-
rity or their earlier redemption. The Company exercised its option to redeem the Subordinated Debentures, in whole, on
July 16, 2003. This resulted in the redemption of all QUIPS.

(Note 8) COMMON AND PREFERRED SHARES

Repurchase authorizations are designed to allow the Company to purchase shares, both to offset the issuance of new shares
as part of employee compensation plans and to reduce shares outstanding. In November 2002, the Company’s Board of
Directors authorized the Company to repurchase up to 120 million additional common shares from time to time as mar-

ket conditions allow. Since the inception of repurchase programs in September 1994, the Company has repurchased
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approximately 426.1 million shares pursuant to several authorizations. Included in the total repurchased amount are 39.3
million shares delivered to the Company during the three years ended December 31, 2003 as a result of the prepayments

discussed below.

Of the common shares authorized but unissued at December 31, 2003, 1877 million shares were reserved for issuance for

employee stock, employee benefit and dividend reinvestment plans, as well as convertible securities.

In 1999 and 2000, the Company entered into agreements under which a financial institution purchased an aggregate
29.5 million Company common shares at an average purchase price of $5041 per share. These agreements were entered into
to partially offset the Company’s exposure to the effect on diluted earnings per share of outstanding in-the-money stock
options issued under the Company’s stock option program. Each of the agreements provided that upon their termination,
the Company was required to deliver an amount equal to the original purchase price for the shares. The Company could
elect to settle this amount at any time (i) physically, by paying cash against delivery of the shares held by the financial insti-
tution or (ii) on a net cash or net share basis. During the term of the agreements, the Company, on a monthly basis, would
either receive from or issue to the financial institution a quantity of shares so that the value of the remaining shares held by

the financial institution was equal to the original aggregate purchase price.

The contracts were initially recorded at their fair value within equity on the Company’s balance sheet in accordance with
EITF Issue 00-19, “Accounting for Derivative Financial Instruments Indexed to, and Potentially Settled in, a Company’s
Own Stock.” Subsequent activity was recorded in equity as long as the contracts continued to meet the requirements of
EITF Issue 00-19. Net settlements under the agreements resulted in the Company issuing 04 million shares in both 2003
and 2002. The Company had the right to terminate these agreements at any time upon full settlement. The Company could
prepay outstanding amounts at any time prior to the end of the five-year term, and from time to time, could make such pre-
payments in lieu of, or in addition to, its share repurchase program, which either or together would be expected to have the
same effect on outstanding shares as a purchase under the share repurchase program. During 2001 and 2002, the Company
elected to prepay $950 million of the aggregate outstanding amount. In 2003, the Company elected to prepay the remain-

ing $535 million of aggregate outstanding amount and terminated the agreements.

(Millions) 2003 2002 2001
Shares outstanding at beginning of year 1,305 1,331 1,326
Repurchases of common shares:

Open market/purchases from Incentive Savings Plan 21D (16) (6)

Prepayments under share purchase agreements 15) an ®
Net settlements pursuant to share purchase agreements — — 12
Other, primarily employee benefit plans 15 7 7
Shares outstanding at end of year 1,284 1,305 1,331

The Board of Directors is authorized to permit the Company to issue up to 20 million preferred shares without further

shareholder approval.

(Note 9) DERIVATIVES AND HEDGING ACTIVITIES
As prescribed by SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities,” derivative instruments that
are designated and qualify as hedging instruments are further classified as either a cash flow hedge, a fair value hedge or a

hedge of a net investment in a foreign operation, based upon the exposure being hedged.

For derivative instruments that are designated and qualify as a cash flow hedge, the portion of the gain or loss on the deriv-
ative instrument effective at offsetting changes in the hedged item is reported as a component of other comprehensive income
(loss) and reclassified into earnings when the hedged transaction affects earnings. Any ineffective portion of the gain or loss
on the derivative instrument is recognized currently in earnings. For derivative instruments that are designated and qualify
as a fair value hedge, the gain or loss on the derivative instrument as well as the offsetting loss or gain on the hedged item

attributable to the hedged risk is recognized in current earnings during the period of the change in fair values. For derivative
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instruments that are designated and qualify as a hedge of a net investment in a foreign operation, the effective portion of the
gain or loss on the derivative is reported in other comprehensive income (loss) as part of the cumulative translation adjust-

ment. For derivative instruments not designated as hedging instruments, the gain or loss is recognized currently in earnings.

For the years ended December 31, 2003, 2002 and 2001, there were no significant gains or losses on derivative transactions
or portions thereof that were ineffective as hedges, excluded from the assessment of hedge effectiveness or reclassified into

earnings as a result of the discontinuance of cash flow hedges.

Cash Flow Hedges

The Company uses interest rate products, primarily swaps, to manage funding costs related to TRS’ charge card business,
as well as AEFAs investment certificate and fixed premium product business. For its charge card products, TRS uses inter-
est rate swaps to achieve a targeted mix of fixed and floating rate funding. These interest rate swaps are used to protect the
Company from the interest rate risk that arises from short-term funding. AEFA uses interest rate products to hedge the risk
of rising interest rates on investment certificates which reset at shorter intervals than the average maturity of the investment
portfolio. Additionally, AEFA uses interest rate swaptions to hedge the risk of increasing interest rates on forecasted fixed

annuity sales.

During 2003, 2002 and 2001, the Company reclassified into earnings pretax losses of $639 million, $572 million and
$660 million, respectively. At December 31, 2003, the Company expects to reclassify $718 million of net pretax losses on
derivative instruments from accumulated other comprehensive income (loss) to earnings during the next twelve months.
These losses will be recognized in earnings during the terms of those derivatives contracts at the same time that the Com-

pany realizes the benefits of lower market rates of interest on its funding of charge card and fixed rate lending products.

Currently, the longest period of time over which the Company is hedging exposure to the variability in future cash flows is

15 years and relates to forecasted fixed annuity sales.

In addition, for selected major overseas markets, the Company uses certain foreign currency forward contracts with matu-
rities not exceeding 36 months to offset the effect of changes in foreign currency exchange rates on certain forecasted

transactions.

Fair Value Hedges

The Company is exposed to interest rate risk associated with fixed rate debt and uses interest rate swaps to convert certain
fixed rate debt to floating rate. The Company also uses interest rate swaps to hedge its firm commitments to transfer, at a
fixed rate, receivables to trusts established in connection with its asset securitizations. AEFA is exposed to interest rate risk
associated with its fixed rate corporate bond investments. AEFA enters into interest rate swaps to hedge the risk of chang-

ing interest rates as investment certificates reset at shorter intervals than the average maturity of the investment portfolio.

Hedges of Net Investment in Foreign Operations

The Company designates foreign currency derivatives as hedges of net investments in certain foreign operations. For these
hedges, unrealized gains and losses are recorded in the cumulative translation adjustment account included in other com-
prehensive income (loss), whereas the related amounts due to or from counterparties are included in other liabilities or
other assets. For the year ended December 31, 2003, the amount of losses related to the hedges included in the cumulative

translation adjustment was $44 million.

Derivatives Not Designated as Hedges

The Company has economic hedges that either do not qualify or are not designated for hedge accounting treatment under

SFAS No. 133. In addition, American Express Bank (AEB) enters into derivative contracts both to meet the needs of its

clients and, to a limited extent, for trading purposes, including taking proprietary positions.

 Foreign currency transaction exposures are economically hedged, where practical, through foreign currency con-
tracts. Foreign currency contracts involve the purchase and sale of a designated currency at an agreed upon rate for
settlement on a specified date. Such foreign currency forward contracts entered into by the Company generally
mature within one year.
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» AEFA uses interest rate caps, swaps and floors to protect the margin between the interest rates earned on investments and
the interest rates credited to holders of certain investment certificates and fixed annuities.

Certain of AEFAs annuity and investment certificate products have returns tied to the performance of equity markets.

These elements are considered derivatives under SFAS No. 133. AEFA manages this equity market risk by entering into

options and futures with offsetting characteristics.

» AEFA consolidated a derivative as a result of adopting FIN 46 as discussed in Note 1. The derivative’s value is based on
the interest and gains and losses related to a reference portfolio of high-yield loans.

See Note 6 for further information regarding the Company’s use of interest rate products related to short- and long-term

debt obligations.

(Note 10) GUARANTEES AND OFF-BALANCE SHEET ITEMS

The Company, through its TRS operating segment, provides cardmember protection plans that cover losses associated with
purchased products, as well as certain other guarantees in the ordinary course of business that are within the scope of FASB
Interpretation No. 45, “Guarantor’s Accounting and Disclosure Requirement for Guarantees, Including Indirect Guarantees
of Indebtedness of Others” (FIN 45). In the hypothetical scenario that all claims occur within one year, the aggregate max-
imum amount of potential future losses associated with such guarantees would not exceed $82 billion. The total amount
of related liability accrued at December 31, 2003 for such programs was $486 million, which management believes to be
adequate based on actual experience. The Company has no collateral or other recourse provisions related to these guaran-

tees. Expenses relating to claims under these guarantees were approximately $30 million in 2003.

The Company, through its AEB operating segment, provides various guarantees to its customers in the ordinary course of
business that are also within the scope of FIN 45, including financial letters of credit, performance guarantees and finan-
cial guarantees, among others. Generally, guarantees range in term from three months to one year. AEB receives a fee related
to most of these guarantees, many of which help to facilitate customer cross-border transactions. At December 31, 2003,
the Company held $761 million of collateral supporting these guarantees. The following table provides information related

to such guarantees as of December 31, 2003:

(Millions) Maximum amount

of undiscounted Amount of related
Type of Guarantee future payments liability at 12/31/03
Financial letters of credit $ 207 $ 1.1
Performance guarantees 119 0.4
Financial guarantees 629 0.5
Total $ 955 $ 20

Additionally, the Company had $770 million and $1,036 million of loan commitments and other lines of credit at Decem-
ber 31, 2003 and 2002, respectively, as well as $544 million and $474 million of bank standby letters of credit, bank guar-
antees and bank commercial and other bank letters of credit at December 31, 2003 and 2002, respectively, which were
outside the scope of FIN 45. The Company issues commercial and other letters of credit to facilitate the short-term trade-
related needs of its banking clients, which typically mature within six months. At December 31, 2003 and 2002, the Com-

pany held $114 million and $148 million, respectively, of collateral supporting commercial and other letters of credit.

The Company also has commitments aggregating $156 billion and $126 billion related to its card business in 2003 and
2002, respectively, primarily related to commitments to extend credit to certain cardmembers as part of established lend-
ing product agreements. Many of these are not expected to be drawn; therefore, total unused credit available to cardmem-
bers does not represent future cash requirements. The Company’s charge card products have no preset spending limit and

are not reflected in unused credit available to cardmembers.

In addition, the Company has certain contingent obligations for worldwide business arrangements. These payments relate
to contractual agreements with partners entered into as part of the ongoing operation of the TRS business. The contingent

obligations under such arrangements were $2.5 billion as of December 31, 2003.
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The Company leases certain office facilities and operating equipment under noncancelable and cancelable agreements. Total
rental expense amounted to $420 million, $461 million and $491 million in 2003, 2002 and 2001, respectively. At Decem-
ber 31, 2003, the minimum aggregate rental commitment under all noncancelable operating leases (net of subleases) was
(millions): 2004, $273; 2005, $238; 2006, $208; 2007, $181; 2008, $147; and thereafter, $1,440.

(Note 11) CONTINGENCIES

The Company and its subsidiaries are involved in a number of legal and arbitration proceedings, including class actions,
concerning matters arising in connection with the conduct of their respective business activities. The Company believes it
has meritorious defenses to each of these actions and intends to defend them vigorously. The Company believes it is not a
party to, nor are any of its properties the subject of, any pending legal or arbitration proceedings which would have a mate-
rial adverse effect on the Company’s consolidated financial condition, results of operations or liquidity. However, it is pos-
sible that the outcome of any such proceedings could have a material impact on results of operations in any particular

reporting period as the proceedings are resolved.

(Note 12) FAIR VALUES OF FINANCIAL INSTRUMENTS

The following table discloses fair value information for financial instruments. Certain items, such as life insurance obliga-
tions, employee benefit obligations, investments accounted for under the equity method and deferred acquisition costs are
excluded. The fair values of financial instruments are estimates based upon market conditions and perceived risks at Decem-
ber 31, 2003 and 2002 and require management judgment. These figures may not be indicative of their future fair values.
Additionally, management believes the value of excluded assets and liabilities is significant. The fair value of the Company,

therefore, cannot be estimated by aggregating the amounts presented.

December 31, (Millions) 2003 2002

Carrying Value Fair Value Carrying Value Fair Value

Financial Assets

Assets for which carrying values

approximate fair values $ 72,953 $ 72,953 $ 64,855 $ 64,855
Investments $ 57,067 $ 57,389 $ 53,638 $ 54,062
Loans $ 32,720 $ 32,690 $ 28,398 $ 28,478
Financial Liabilities
Liabilities for which carrying values

approximate fair values $ 57,995 $ 57,995 $ 59,600 $ 59,600
Fixed annuity reserves $ 243873 $ 24,113 $ 21911 $ 21,283
Investment certificate reserves $ 9,101 $ 9235 $ 8,647 $ 8,673
Long-term debt $ 20,654 $ 20,918 $ 16,308 $ 16,571
Separate account liabilities $ 27,316 $ 26,354 $ 19,392 $ 18,539

The carrying and fair values of off-balance sheet financial instruments discussed in Note 10 are not material as of Decem-
ber 31, 2003 and 2002. See Note 2 for carrying and fair value information regarding investments. The following methods

were used to estimate the fair values of financial assets and financial liabilities.

Financial Assets
Assets for which carrying values approximate fair values include cash and cash equivalents, accounts receivable and accrued

interest, separate account assets, certain other assets and derivative financial instruments.

Generally, investments are carried at fair value on the Consolidated Balance Sheets. Gains and losses are recognized in the
results of operations upon disposition of the securities. In addition, losses are recognized when management determines

that a decline in value is other-than-temporary.
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For variable rate loans that reprice within a year where there has been no significant change in counterparties’ creditwor-

thiness, fair values are based on carrying values.

The fair values of all other loans (including investment loans), except those with significant credit deterioration, are esti-
mated using discounted cash flow analysis, based on current interest rates for loans with similar terms to borrowers of sim-
ilar credit quality. For loans with significant credit deterioration, fair values are based on estimates of future cash flows
discounted at rates commensurate with the risk inherent in the revised cash flow projections, or for collateral dependent

loans on collateral values.

Financial Liabilities
Liabilities for which carrying values approximate fair values include customers’ deposits, Travelers Cheques outstanding,

accounts payable, short-term debt, certain other liabilities and derivative financial instruments.

Fair values of fixed annuities in deferral status are estimated as the accumulated value less applicable surrender charges and
loans. For annuities in payout status, fair value is estimated using discounted cash flows, based on current interest rates.

The fair value of these reserves excludes life insurance related elements of $14 billion in both 2003 and 2002.

For variable rate investment certificates that reprice within a year, fair values approximate carrying values. For other invest-
ment certificates, fair value is estimated using discounted cash flows based on current interest rates. The valuations are

reduced by the amount of applicable surrender charges and related loans.

For variable rate long-term debt that reprices within a year, fair values approximate carrying values. For other long-term
debt, fair value is estimated using either quoted market prices or discounted cash flows based on the Company’s current

borrowing rates for similar types of borrowing.

Fair values of separate account liabilities, after excluding life insurance-related elements of $3.5 billion and $2.6 billion in

2003 and 2002, respectively, are estimated as the accumulated value less applicable surrender charges.

(Note 13) SIGNIFICANT CREDIT CONCENTRATIONS

A credit concentration may exist if customers are involved in similar industries. The Company’s customers operate in diverse
economic sectors. Therefore, management does not expect any material adverse consequences to the Company’s financial
position to result from credit concentrations. Certain distinctions between categories require management judgment. The

following table represents the Company’s maximum credit exposure by industry at December 31, 2003 and 2002:

December 31, (Dollars in millions) 2003 2002
Financial institutions® $ 20,711 $ 16,635
Individuals, including credit and charge cards® 216,369 181,534
US. Government and agencies(© 23,988 29,604
All other 28,759 25,733
Total $ 289,827 $ 253,506
Composition:
On-balance sheet 46% 49%
Off-balance sheet 54 51
Total 100% 100%

(@) Financial institutions primarily include banks, broker-dealers, insurance companies and savings and loan associations.
(b) Charge card products have no preset spending limit; therefore, the quantified credit amount includes only cardmember receivables recorded on the Consolidated Balance Sheets.

(©) U.S. Government and agencies represent the U.S. Government and its agencies, states and municipalities, and quasi-government agencies.

The Company also uses master netting agreements which allow the Company to settle multiple contracts with a single coun-

terparty in one net receipt or payment in the event of counterparty default.
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(Note 14) STOCK PLANS

Under the 1998 Incentive Compensation Plan and previously under the 1989 Long-Term Incentive Plan (the Plans), awards
may be granted to officers, other key employees and other key individuals who perform services for the Company and its par-
ticipating subsidiaries. These awards may be in the form of stock options, stock appreciation rights, restricted stock, perfor-
mance grants and similar awards designed to meet the requirements of non-U.S. jurisdictions. The Company also has options
outstanding pursuant to a Directors’ Stock Option Plan. Under these plans, there were a total of 78 million, 85 million and
48 million common shares available for grant at December 31, 2003, 2002 and 2001, respectively. Each option has an exer-
cise price equal to the market price of the Company’s common stock on the date of grant and with a term of no more than
10 years. Options granted in 2003 generally vest ratably at 25 percent per year beginning with the first anniversary of the
grant date. Options granted prior to 1999 and in 2002 generally vest ratably at 33’4 percent per year beginning with the first
anniversary of the grant date. Options granted in 1999, 2000 and 2001 generally vest ratably at 33’ percent per year begin-
ning with the second anniversary of the grant date. The Company also sponsors the American Express Incentive Savings Plan,

under which purchases of the Company’s common shares are made by or on behalf of participating U.S. employees.

In 1998, the Compensation and Benefits Committee (CBC) adopted a restoration stock option program. In July 2003, the
CBC approved the discontinuance of the restoration feature for new stock options granted on or after January 1, 2004. This
program provides that employees who exercise options that have been outstanding at least five years by surrendering pre-
viously owned shares as payment will automatically receive a new (restoration) stock option with an exercise price equal
to the market price on the date of exercise. The size of the restoration option is equal to the number of shares surrendered
plus any shares surrendered or withheld to satisfy the employees’ income tax requirements. The term of the restoration

option, which is exercisable six months after grant, is equal to the remaining life of the original option.

The fair value of each option is estimated on the date of grant using a Black-Scholes option-pricing model with the follow-

ing weighted average assumptions used for grants in 2003, 2002 and 2001:

2003 2002 2001
Dividend yield 1.0% 0.9% 0.8%
Expected volatility 34% 33% 31%
Risk-free interest rate 2.9% 4.3% 4.9%
Expected life of stock option 4.5 years 4.5 years 5.0 years

The dividend yield reflects the assumption that the current dividend payout will continue with no anticipated increases.
The expected life of the options is based on historical data and is not necessarily indicative of exercise patterns that may
occur. The weighted average fair value per option was $10.08, $11.68 and $14.69 for options granted during 2003, 2002 and
2001, respectively.

A summary of the status of the Company’s stock option plans as of December 31 and changes during each of the years then

ended is presented below:

(Shares in thousands) 2003 2002 2001
Weighted Weighted Weighted
Average Average Average
Shares  Exercise Price Shares  Exercise Price Shares  Exercise Price
Outstanding at beginning of year 166,232 $ 37.54 146,069 $ 3742 114,460 $ 34.23
Granted 12,933 $ 35.01 40,430 $ 36.59 42,883 $ 44.21
Exercised (13,943) $ 29.61 (7,934) $ 24.98 (5,649) $ 20.83
Forfeited/Expired (9,389) $ 4043 (12,333) $ 40.93 (5,625) $ 40.64
Outstanding at end of year 155,833 $ 37.92 166,232 $ 37.54 146,069 $ 3742
Options exercisable at end of year 88,263 $ 36.58 61,903 $ 32.86 49,428 $ 29.08
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The following table summarizes information about the stock options outstanding at December 31, 2003:

(Shares in thousands) Options Outstanding Options Exercisable
Weighted

Average Weighted Weighted
Number Remaining Average Number Average
Range of Exercise Prices Outstanding Contractual Life Exercise Price Exercisable Exercise Price
$ 8.26-$29.99 22,710 3.2 $ 24.79 21,444 $ 2450
$30.00 — $35.99 29,371 6.6 $ 34.56 18,518 $ 3523
$36.00 — $42.99 39,357 7.7 $ 37.13 14,858 $ 37.66
$43.00 — $43.99 26,804 6.1 $ 43.66 18,445 $ 43.66
$44.00 — $61.44 37,591 6.7 $ 45.19 14,998 $ 4572
$ 8.26-$61.44 155,833 6.3 $ 37.92 88,263 $ 36.58

The Company granted 5.3 million, 0.3 million and 3.0 million restricted stock awards (RSAs) with a weighted average grant
date value of $33.88, $35.97 and $3548 per share for 2003, 2002 and 2001, respectively. RSAs granted in 2003 generally
vest ratably at 25 percent per year beginning with the first anniversary of the grant date. RSAs granted prior to 2003 gen-
erally vest four years from date of grant. The compensation cost charged against income for the Company’s RSAs was $85
million, $40 million and $36 million for 2003, 2002 and 2001, respectively.

(Note 15) RETIREMENT PLANS

Pension Plans

The Company sponsors the American Express Retirement Plan (the Plan), a noncontributory defined benefit plan which is
a qualified plan under the Employee Retirement Income Security Act of 1974, as amended (ERISA), under which the cost
of retirement benefits for eligible employees in the United States is measured by length of service, compensation and other
factors and is currently being funded through a trust. Funding of retirement costs for the Plan complies with the applica-
ble minimum funding requirements specified by ERISA. Employees’ accrued benefits are based on recordkeeping account
balances, which are maintained for each individual. Each pay period these balances are credited with an amount equal to
a percentage, determined by an employee’s age plus service, of compensation as defined by the Plan (which includes, but
is not limited to, base pay, certain incentive pay and commissions, shift differential, overtime and transition pay). Employ-
ees’ balances are also credited daily with a fixed rate of interest that is updated each January 1 and is based on the average
of the daily five-year U.S. Treasury Note yields for the previous October 1 through November 30. Employees have the option

to receive annuity payments or a lump sum payout at vested termination or retirement.

In addition, the Company sponsors an unfunded non-qualified Supplemental Retirement Plan (the SRP) for certain highly
compensated employees to replace the benefit that cannot be provided by the Plan. The SRP generally parallels the Plan but
offers different payment options.

Most employees outside the United States are covered by local retirement plans, some of which are funded, or receive pay-

ments at the time of retirement or termination under applicable labor laws or agreements.
Plan assets consist principally of equities and fixed income securities.

The Company measures the obligations and related asset values for its pension and other postretirement benefit plans as of
September 30th.
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The components of the net pension cost for all defined benefit plans accounted for under SFAS No. 87, “Employers’ Account-

ing for Pensions,” are as follows:

(Millions) 2003 2002 2001
Service cost $ 115 $ 106 $ 102
Interest cost 118 112 106
Expected return on plan assets (146) (127) (122)
Amortization of:

Prior service cost ®) ©) (10)

Transition obligation ) @D) @D}
Recognized net actuarial loss (gain) 18 6 (@)
Settlement/curtailment loss (gain) 10 12 D
Net periodic pension benefit cost $ 105 $ 99 $ 73

The following tables provide a reconciliation of the changes in the plans’ benefit obligation and fair value of assets for all

plans accounted for under SFAS No. 87

RECONCILIATION OF CHANGE IN BENEFIT OBLIGATION

(Millions) 2003 2002
Benefit obligation, October 1 prior year $ 1,845 $ 1,541
Service cost 115 106
Interest cost 118 112
Benefits paid (53) (52)
Actuarial loss 72 141
Plan amendment 25 —
Settlements/curtailments 77 (66)
Foreign currency exchange rate changes 88 63
Benefit obligation at September 30, $ 2,133 $ 1,845

RECONCILIATION OF CHANGE IN FAIR VALUE OF PLAN ASSETS

(Millions) 2003 2002
Fair value of plan assets, October 1 prior year $ 1,352 $ 1,190
Actual gain (loss) on plan assets 241 (78)
Employer contributions 398 306
Benefits paid (53) (52)
Settlements/curtailments (75) (65)
Foreign currency exchange rate changes 81 51
Fair value of plan assets at September 30, $ 1,944 $ 1,352

The following table reconciles the plans’ funded status to the amounts recognized on the Consolidated Balance Sheets:

FUNDED STATUS

(Millions) 2003 2002

Funded status at September 30, $ (189) $ (493)
Unrecognized net actuarial loss 553 563

Unrecognized prior service cost 4 (28)
Unrecognized net transition obligation 1 —

Fourth quarter contributions 7 6

Net amount recognized at December 31, $ 376 $ 48
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The following table provides the amounts recognized on the Consolidated Balance Sheets as of December 31:

(Millions) 2003 2002
Accrued benefit liability $ (218) $ (429)
Prepaid benefit cost 570 400
Intangible asset 1 1
Minimum pension liability adjustment 23 76
Net amount recognized at December 31, $ 376 $ 48

The accumulated benefit obligation for all retirement plans as of September 30, 2003 and 2002 was $2.0 billion and $1.7 bil-
lion, respectively. The projected benefit obligation, accumulated benefit obligation and fair value of plan assets for the pen-
sion plans with accumulated benefit obligations in excess of plan assets were $247 million, $222 million and $12 million,
respectively, as of December 31, 2003, and $1.2 billion, $1.1 billion and $0.7 billion, respectively, as of December 31, 2002.
In 2003, the Company made a $350 million contribution to the Plan such that at the measurement date the fair market value

of the plan assets exceeded the accumulated benefit obligation.

The prior service costs are amortized on a straight-line basis over the average remaining service period of active participants.
Gains and losses in excess of 10 percent of the greater of the benefit obligation and the market-related value of assets are

amortized over the average remaining service period of active participants.

The weighted average assumptions used to determine benefit obligations were:

2003 2002

Discount rates 5.7% 6.2%

Rates of increase in compensation levels 4.0% 4.0%
The weighted average assumptions used to determine net periodic benefit cost were:

2003 2002 2001

Discount rates 6.2% 7.0% 7.4%

Rates of increase in compensation levels 4.0% 4.2% 4.4%

Expected long-term rates of return on assets@ 8.1% 9.3% 9.5%

(a) At the September 30, 2003 measurement date, the Company reduced the weighted average return on assets actuarial assumption to be used in calculating the 2004 expense to 7.9%.

For 2003, the Company assumed a long-term rate of return on assets of 8.1%. In developing the 8.1% expected long-term
rate assumption, management evaluated input from an external consulting firm, including their projection of asset class
return expectations, and long-term inflation assumptions. The Company also considered the historical returns on the

plan assets.

The asset allocation for the Company’s pension plans at September 30, 2003 and 2002, and the target allocation for 2004,

by asset category, are below. Actual allocations will generally be within 5 percent of these targets.

Target

Allocation Percentage of Plan assets at
2004 2003 2002
Equity securities 70% 66% 72%
Debt securities 26% 26% 22%
Real estate/Other 4% 8% 6%

Total 100% 100% 100%
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The Company invests in a diversified portfolio to ensure that adverse or unexpected results from a security class will not
have a detrimental impact on the entire portfolio. Diversification is interpreted to include diversification by asset type, per-
formance and risk characteristics and number of investments. Asset classes and ranges considered appropriate for invest-
ment of the plans assets are determined by each plan’s investment committee. The asset classes include U.S. and non-U.S.

equities, emerging market equities, U.S. and non-U.S. investment grade and high-yield bonds and real estate.

The Company’s retirement plans expect to make benefit payments to retirees as follows (millions): 2004, $135; 2005, $139;
2006, $145; 2007, $151; 2008, $156; and 2009 — 2013, $890. In addition, the Company expects to contribute $58 million

to its pension plans in 2004

The Company sponsors defined contribution retirement plans, the principal plan being a 401(k) savings plan with a profit
sharing and stock bonus plan feature which covers most employees in the United States. The defined contribution plan
expense was $145 million, $131 million and $86 million in 2003, 2002 and 2001, respectively.

Other Postretirement Benefits

The Company sponsors postretirement benefit plans that provide health care, life insurance and other postretirement ben-
efits to retired U.S. employees. Net periodic postretirement benefit expenses were $42 million, $38 million and $25 million
in 2003, 2002 and 2001, respectively. The liabilities recognized on the Consolidated Balance Sheets for the Company’s
defined postretirement benefit plans (other than pension plans) at December 31, 2003 and 2002 were $234 million and
$223 million, respectively.

On December 8, 2003, the Medicare Drug, Improvement and Modernization Act of 2003 (the “Act”) was signed into law
which expands Medicare to include an outpatient drug benefit beginning in 2006. The Act’s Prescription Drug subsidy pro-
vided to plan sponsors will likely result in a financial benefit to the Company. The bill was signed into law subsequent to
the Company’s measurement valuation date of September 30, 2003; therefore, the expense and liability amounts shown in
this disclosure do not reflect the potential effect of this Act. The Company is currently evaluating the impacts of the Act on

its postretirement health care plan.

(Note 16) INCOME TAXES

The provisions (benefits) for income taxes were as follows:

(Millions) 2003 2002 2001
Federal $ 844 $ 725 $ (36)
State and local 142 81 59
Foreign 261 250 262

Total $ 1247 $ 1,056 $ 285

Accumulated net earnings of certain foreign subsidiaries, which totaled $2.9 billion at December 31, 2003, are intended to
be permanently reinvested outside the United States. Accordingly, federal taxes, which would have aggregated $450 mil-
lion, have not been provided on those earnings.

The current and deferred components of the provision (benefit) for income taxes were as follows:

(Millions) 2003 2002 2001
Current $ 860 $ 903 $ 765
Deferred 387 153 (480)

Total $ 1,247 $ 1,056 $ 285
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The Company’s net deferred tax assets at December 31 were as follows:

(Millions) 2003 2002
Deferred tax assets $ 4497 $ 4486
Deferred tax liabilities 3,419 2,952
Net deferred tax assets $ 1,078 $ 1,534

Deferred tax assets for 2003 and 2002 are primarily related to reserves not yet deducted for tax purposes of $2.9 billion
and $2.8 billion, respectively; deferred cardmember fees of $290 million and $287 million, respectively; deferred com-
pensation of $255 million and $337 million, respectively; and deferred taxes related to net unrealized derivatives losses of
$229 million and $289 million, respectively. Deferred tax liabilities for 2003 and 2002 are mainly related to deferred acqui-
sition costs of $1.1 billion and $1.1 billion, respectively; depreciation and amortization of $801 million and $586 million,
respectively; deferred taxes related to net unrealized securities gains of $501 million and $592 million, respectively; deferred
taxes related to asset securitizations of $308 million and $233 million, respectively; and deferred taxes related to deferred

revenue of $210 million and $100 million, respectively.

The principal reasons that the aggregate income tax provision is different from that computed by using the U.S. statutory

rate of 35% are as follows:

(Millions) 2003 2002 2001
Combined tax at U.S. statutory rate $ 1,486 $ 1,304 $ 559
Changes in taxes resulting from:
Tax-preferred investments, including municipal bonds (240) 237) 247)
Tax-exempt element of dividend income D (34) Q7)
Foreign income taxed at rates other than
U.S. statutory rate (54) 34) Q7
State and local income taxes 92 52 38
All other 14 5 11
Income tax provision $ 1,247 $ 1,056 $ 285

Net income taxes paid by the Company during 2003, 2002 and 2001 were $1.2 billion, $0.9 billion and $0.5 billion, respec-
tively, and include estimated tax payments and cash settlements relating to prior tax years.

The items comprising comprehensive income in the Consolidated Statements of Shareholders’ Equity are presented net of
income tax provision (benefit). The changes in net unrealized securities gains are presented net of tax (benefit) provision of
($91 million), $415 million and $258 million for 2003, 2002 and 2001, respectively. The changes in net unrealized losses
on derivatives are presented net of tax provision (benefit) of $60 million, ($130 million) and ($159 million) for 2003, 2002
and 2001, respectively. Foreign currency translation adjustments are presented net of tax (benefit) of ($5 million), ($14 mil-
lion) and ($21 million) for 2003, 2002 and 2001, respectively. Minimum pension liability adjustment is presented net of tax
provision (benefit) of $18 million, $29 million and ($55 million) for 2003, 2002 and 2001, respectively.
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(Note 17) EARNINGS PER COMMON SHARE
Basic EPS is computed using the average actual shares outstanding during the period. Diluted EPS is basic EPS adjusted for
the dilutive effect of stock options, RSAs and other financial instruments that may be converted into common shares. The

basic and diluted EPS computations are as follows:

(Millions, except per share amounts) 2003 2002 2001
Numerator:
Income before accounting change $ 3,000 $ 2,671 $ 1311
Cumulative effect of accounting change, net of tax (13) — —
Net income $ 2,987 $ 2,671 $ 1311
Denominator:
Basic: Weighted-average shares outstanding during the period 1,284 1,320 1,324
Add: Dilutive effect of stock options, restricted stock awards
and other dilutive securities 14 10 12
Diluted 1,298 1,330 1,336
Basic EPS:
Income before accounting change $ 234 $ 202 $ 099
Cumulative effect of accounting change, net of tax (0.01) — —
Net income $ 233 $ 2.02 $ 099
Diluted EPS:
Income before accounting change $ 231 $ 2.01 $ 098
Cumulative effect of accounting change, net of tax (0.01) — —
Net income $ 230 $ 201 $ 0098

Stock options having an exercise price greater than the average market price of the Company’s common shares for each
period presented are excluded from the computation of EPS because the effect would be antidilutive. The number of these
excluded stock options for the years ended December 31, 2003, 2002 and 2001 was 65 million, 101 million and 72 million,
respectively. The convertible debentures issued in November 2003 have been excluded from the computation of EPS

because none of the criteria by which this instrument becomes convertible has been attained.

(Note 18) OPERATING SEGMENTS AND GEOGRAPHIC OPERATIONS

Operating Segments

The Company is principally engaged in providing travel-related, financial advisory and international banking services
throughout the world. TRS’ products and services include, among others, charge cards, cardmember lending products, Trav-
elers Cheques, and corporate and consumer travel services. AEFA’ services and products include financial planning and
advice, investment advisory services and a variety of products, including insurance and annuities, investment certificates
and mutual funds. AEB’s products and services include providing private, financial institution and corporate banking; per-
sonal financial services and global trading. The Company operates on a global basis, although the principal market for finan-

cial advisory services is the United States.

The following table presents certain information regarding these operating segments, based on management’s evaluation
and internal reporting structure, at December 31, 2003, 2002 and 2001 and for each of the years then ended. The segment
results have been affected by charges discussed in Notes 19 and 20. For certain income statement items that are affected by
asset securitizations at TRS, data are provided on both a managed basis, which excludes the effect of securitizations, as well
as on a GAAP basis. Pretax income and net income are the same under both a GAAP and managed basis. See Note 4 for fur-
ther information regarding the effect of securitizations on the financial statements. In addition, net revenues (managed basis)
are presented net of provisions for losses and benefits for annuities, insurance and investment certificate products of AEFA

which are essentially spread businesses.
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American
Travel Express American Adjustments
(Millions) Slziaiiicsl 123::152?3 Ex%;etfli gt[l’;p 8[1‘}&:5 Eliminali?;tllcs1 Consolidated
2003
Revenues (GAAP basis) $ 19,189 $ 6,172 $ 801 $ 104 % (400) $ 25,866
Net revenues (managed basis) 20,132 4,050 801 104 (400) 24,687
Net investment income 472 2,279 349 101 (138) 3,063
Cardmember lending net finance
charge revenue:
GAAP basis 2,042 — — — — 2,042
Managed basis 3,942 — — — — 3,942
Interest expense:
GAAP basis 786 45 — 214 (140) 905
Managed basis 786 45 — 214 (140) 905
Pretax income (loss) before
accounting change 3,571 859 151 (334) — 4,247
Income tax provision (benefit) 1,141 177 49 (120) — 1,247
Income (loss) before accounting change 2,430 682 102 (214) — 3,000
Cumulative effect of accounting change,
net of tax®@ — (13) — — — (13)
Net income (loss)® 2,430 669 102 214) — 2,987
Assets $ 79282 $ 84,569 $ 14,232 $ 19,129 $ (22,211 $ 175,001
2002
Revenues (GAAP basis) $ 17,721 $ 5,617 $ 745 $ 9 (375) $ 23,807
Net revenues (managed basis) 18,669 3,663 745 99 (375) 22,801
Net investment income 598 2,058 360 99 (124) 2,991
Cardmember lending net finance
Ch'{il’gﬁ revenue:
GAAP basis 1,828 — — — — 1,828
Managed basis 3,654 — — — — 3,654
Interest expense:
GAAP basis 1,001 32 — 175 (126) 1,082
Managed basis 987 32 — 175 (126) 1,068
Pretax income (loss) 3,080 865 121 (339) — 3,727
Income tax provision (benefit) 945 233 41 (163) — 1,056
Net income (loss) 2,135 632 80 (176) — 2,671
Assets $ 72,205 $ 73,724 $ 13,234 $ 17,014 $ (18,924) $ 157,253
2001
Revenues (GAAP basis) $ 17359 $ 4,791 $ 649 $ 123§ (340) $ 22,582
Net revenues (managed basis) 18,102 2,825 649 123 (340) 21,359
Net investment income 710 1,162 302 123 (160) 2,137
Cardmember lending net finance
charge revenue:
GAAP basis 1,704 — — — — 1,704
Managed basis 3,138 — — — — 3,138
Interest expense:
GAAP basis 1,454 26 — 182 (161) 1,501
Managed basis 1,487 26 — 182 (161) 1,534
Pretax income (loss) 1,979 24) 14) (345) — 1,596
Income tax provision (benefit) 520 (76) @) (158) — 285
Net income (loss)® 1,459 52 (13) (187) — 1,311
Assets $ 69384 $ 71,471 $ 11,878 $ 15,726 $ (17,359) $ 151,100

(@) Results for 2003 reflect a $20 million non-cash pretax charge ($13 million after-tax) related to the December 31, 2003 adoption of FIN 46, as revised.

(b) 2001 results include three significant items: (1) a charge at AEFA of $1.01 billion pretax (3669 million after-tax) reflecting losses associated with high-yield securities recorded during
the first half of 2001; (2) consolidated restructuring charges of $631 million pretax ($411 million after-tax); and (3) the consolidated one-time adverse impact from the September 11th
terrorist attacks of $98 million pretax (865 million after-tax).
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Income tax provision (benefit) is calculated on a separate return basis; however, benefits from operating losses, loss car-
rybacks and tax credits (principally foreign tax credits) recognizable for the Company’s consolidated reporting purpos-
es are allocated based upon the tax sharing agreement among members of the American Express Company consolidated

U.S. tax group.
Assets are those that are used or generated exclusively by each industry segment. The adjustments and eliminations required

to determine the consolidated amounts shown above consist principally of the elimination of inter-segment amounts.

Geographic Operations
The following table presents the Company’s revenues and pretax income in different geographic regions:

Adjustments

(Millions) Us‘:::eec; Europe Asia/Pacific All Other Eliminali?:ll: Consolidated
2003
Revenues $ 20,859 $ 2,303 $ 1,992 $ 1,852 $ (1,140) $ 25,866
Pretax income before

accounting change® $ 3,385 $ 396 $ 216 $ 250 — $ 4247
2002
Revenues $ 19,286 $ 1,943 $ 1,685 $ 1,586 $  (693) $ 23807
Pretax income $ 2,983 $ 310 $ 181 $ 253 — $ 3,727
2001
Revenues $ 17,522 $ 2,556 $ 1,523 $ 1,667 $ (686) $ 22,582
Pretax income $ 1,177 $ 101 $ 159 $ 159 — $ 1,596

(a) 2003 results reflect a $20 million non-cash pretax charge ($13 million after-tax) related to the December 31, 2003 adoption of FIN 46, as revised.

Net foreign currency transaction (losses) gains amounted to ($183 million), ($77 million) and $16 million in 2003, 2002

and 2001, respectively.

Most services of the Company are provided on an integrated worldwide basis. Therefore, it is not practicable to separate
precisely the US. and international services. Accordingly, the data in the above table are, in part, based upon internal

allocations, which necessarily involve management’s judgment.

(Note 19) RESTRUCTURING CHARGES

In the third and fourth quarters of 2001, the Company recorded aggregate restructuring charges of $631 million
($411 million after-tax). The aggregate restructuring charges consisted of $369 million for severance related to the origi-
nal plans to eliminate approximately 12,900 jobs and $262 million of exit costs primarily consisting of $138 million of
charges related to the consolidation of real estate facilities, $35 million of asset impairment charges, $26 million record-

ed in loss provisions, $25 million in contract termination costs and $24 million of currency translation losses.

During the year ended December 31, 2002, the Company adjusted the prior year’s aggregate restructuring charge liabil-
ity by taking back into income a net pretax amount of $31 million ($20 million after-tax). This was comprised of the
reversal of severance and related benefits of $62 million, primarily caused by voluntary attrition or redeployment into
open jobs of approximately 4,100 employees whose jobs were eliminated, partially offset by additional net exit costs of
$31 million. These net exit costs included $46 million of additional costs relating to certain domestic and international
office facilities, a $20 million reduction primarily due to revisions to plans relating to certain travel office locations and

a $5 million additional charge for write-offs of building and related costs in facilities affected by the restructuring plan.

During the second half of 2002, the Company recorded new restructuring charges of $19 million ($12 million after-tax)
at TRS and, due to additional reviews of operations, $5 million ($3 million after-tax) at AEB. The TRS charge consists of

$14 million of severance, relating to the elimination of approximately 500 jobs, and $5 million of other costs primarily
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related to the relocation of certain international operations. AEB’s $5 million charge consisted of $3 million of severance

costs and $2 million of other costs.

As of December 31, 2003, other liabilities include $57 million for the expected future cash outlays related to aggregate
restructuring charges recorded. In addition to employee attrition or redeployment, approximately 10,000 employees have
been terminated since the inception of the restructuring plans in 2001. The following table summarizes by category the
Company’s restructuring charges, cash payments, balance sheet charge-offs, liability reductions and resulting liability bal-
ance as of December 31, 2001, 2002 and 2003:

(Millions) Severance Other Total
Restructuring charges $ 369 $ 262 $ 631
Cash paid 37 (14) D
Balance sheet charge-offs — (120) (120)
Liability balance at December 31, 2001 332 128 460
Cash paid (226) (65) (291)
Balance sheet charge-offs — (10) (10)
Net adjustments due to revisions to 2001 plans (62) 31 3D
Additional charges 17 7 24
Liability balance at December 31, 2002 61 91 152
Cash paid (60) (33) 93)
Net adjustments due to revisions to 2002 plans (1 @) )
Liability balance at December 31, 2003 $ — $ 57 $ 57

(Note 20) DISASTER RECOVERY CHARGE

As a result of the terrorist attacks on September 11, 2001, the Company incurred a $90 million ($59 million after-tax)
disaster recovery charge. This charge mainly included provisions for credit exposures to travel industry service estab-
lishments and insurance claims. $79 million of the pretax charge was incurred by TRS, while $11 million was incurred
by AEFA. In addition to the pretax charge, the Company waived approximately $8 million of finance charges and late
fees. During 2002, $7 million ($4 million after-tax) of the original AEFA charge was reversed due to lower than antici-

pated insured loss claims.

As of December 31, 2003, the Company has incurred costs of approximately $239 million related to the terrorist attacks
of September 11th, which are expected to be substantially covered by insurance and, consequently, did not impact results.
These include the cost of duplicate facilities and equipment associated with the relocation of the Company’s offices in

lower Manhattan and certain other business recovery expenses.

(Note 21) TRANSFER OF FUNDS FROM SUBSIDIARIES
Restrictions on the transfer of funds exist under debt agreements and regulatory requirements of certain of the Company’s
subsidiaries. These restrictions have not had any effect on the Company’s shareholder dividend policy and management

does not anticipate any effect in the future.

At December 31, 2003, the aggregate amount of net assets of subsidiaries that may be transferred to the Parent Company
was approximately $11.8 billion. Should specific additional needs arise, procedures exist to permit immediate transfer of
short-term funds between the Company and its subsidiaries, while complying with the various contractual and regula-

tory constraints on the internal transfer of funds.
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(Note 22) QUARTERLY FINANCIAL DATA (Unaudited)

(Millions, except per share amounts) 2003 2002
Quarters Ended 12/31 9/30 6/30 3/31 12/31 9/30 6/30 3/31
Revenues $ 7068 $ 6419 $ 6356 $ 6,023 $ 6,196 $ 5907 $ 5945 $ 5759
Pretax income before
accounting change 1,090 1,064 1,097 996 949 959 961 858
Net income® 763 770 762 692 683 687 683 618
Earnings per common share:®
Income before
accounting change:
Basic 0.61 0.60 0.59 0.53 0.52 0.52 0.52 0.47
Diluted 0.60 0.59 0.59 0.53 0.52 0.52 0.51 0.46
Net income:
Basic 0.60 0.60 0.59 0.53 0.52 0.52 0.52 0.47
Diluted 0.59 0.59 0.59 0.53 0.52 0.52 0.51 0.46
Cash dividends declared per
common share 0.10 0.10 0.10 0.08 0.08 0.08 0.08 0.08
Common share price:
High 49.11 47.45 44 .84 38.95 39.84 38.47 44.91 42.70
Low 43.53 41.04 32.86 30.90 26.55 26.92 34.53 32.52

(@) Fourth quarter 2003 results reflect a $20 million non-cash pretax charge ($13 million after-tax) related to the December 31, 2003 adoption of FIN 46, as revised.
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Report of Management

The management of American Express Company (the Company) is responsible for the preparation and fair presentation
of its Consolidated Financial Statements, which have been prepared in conformity with accounting principles generally
accepted in the United States, and include amounts based on the best judgment of management. The Company’s man-
agement is also responsible for the accuracy and consistency of other financial information included in this annual report.

In recognition of its responsibility for the integrity and objectivity of data in the financial statements, the Company main-
tains a system of internal control over financial reporting which is designed to provide reasonable, but not absolute,
assurance with respect to the reliability of the Company’s financial statements. The concept of reasonable assurance is
based on the notion that the cost of the internal control system should not exceed the benefits derived.

The internal control system is founded on an ethical climate and includes: (i) an organizational structure with clearly
defined lines of responsibility, policies and procedures; (ii) a Code of Conduct; and (iii) a careful selection and training
of employees. Internal auditors monitor and assess the effectiveness of the internal control system and report their find-
ings to management and the Board of Directors throughout the year. The Company’s independent auditors are engaged
to express an opinion on the year-end financial statements and, with the coordinated support of the internal auditors,
review the financial records and related data and test the internal control system over financial reporting to the extent

they believed necessary to support their report.

The Audit Committee of the Board of Directors, which has only outside directors, meets regularly with the internal audi-
tors, management and independent auditors to review their work and discuss the Company'’s financial controls and audit
and reporting practices. The independent auditors and the internal auditors independently have full and free access to

the Audit Committee, without the presence of management, to discuss any matters which they feel require attention.
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Report of Ernst & Young LLP Independent Auditors

The Shareholders and Board of Directors of American Express Company

We have audited the accompanying consolidated balance sheets of American Express Company as of December 31, 2003
and 2002, and the related consolidated statements of income, shareholders’ equity, and cash flows for each of the three
years in the period ended December 31, 2003. These financial statements are the responsibility of the management of

American Express Company. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a

reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated finan-
cial position of American Express Company at December 31, 2003 and 2002, and the consolidated results of its opera-
tions and its cash flows for each of the three years in the period ended December 31, 2003, in conformity with account-

ing principles generally accepted in the United States.

As discussed in Note 1 to the consolidated financial statements, in 2003 the Company adopted the provisions of Financial
Accounting Standards Board Interpretation No. 46 (revised December 2003), “Consolidation of Variable Interest Entities,”
and the fair value recognition provisions of Statement of Financial Accounting Standards (SFAS) No. 123, “Accounting for
Stock-Based Compensation,” prospectively for all stock options granted after December 31, 2002. Additionally, as discussed
in Note 5 to the consolidated financial statements, in 2002 the Company adopted SFAS No. 142, “Goodwill and Other
Intangible Assets.”

New York, New York
January 26, 2004
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(Millions, except per share amounts and percentages) 2003 2002 2001 2000 1999
Operating Results
Revenues $ 25,866 $ 23,807 $ 22,582 $ 23,675 21,278
Percent increase (decrease) 9% 5% 5)% 11% 11%
Expenses 21,619 20,080 20,986 19,767 17,840
Income before accounting change 3,000 2,671 1,311 2,810 2,475
Net income® 2,987 2,671 1,311 2,810 2,475
Return on average shareholders’ equity® 20.6% 20.2% 10.8% 26.3% 25.2%
Balance Sheet
Cash and cash equivalents $ 5,726 $ 10,288 $ 7222 $ 8487 7,471
Accounts receivable and accrued interest, net 31,269 29,087 29,498 30,543 26,467
Investments 57,067 53,638 46,488 43,747 43,052
Loans, net 32,300 27,822 26,440 26,088 23,582
Total assets 175,001 157,253 151,100 154,423 148,517
Customers’ deposits 21,250 18,317 14,557 13,870 13,139
Travelers Cheques outstanding 6,819 6,623 6,190 6,127 6,213
Insurance and annuity reserves 31,969 28,683 24,536 24,098 25011
Short-term debt 19,046 21,103 31,569 36,030 30,627
Long-term debt 20,654 16,308 7,788 4711 5,995
Shareholders’ equity 15,323 13,861 12,037 11,684 10,095
Common Share Statistics
Earnings per share:@
Income before accounting change:
Basic $ 2.34 $ 2.02 $ 0.99 $ 2.12 1.85
Diluted $ 2.31 $ 2.01 $ 0.98 $ 2.07 1.81
Percent increase (decrease):
Basic 16% ¥ (53)% 15% 18%
Diluted 15% + (53)% 14% 18%
Net income:
Basic $ 2.33 $ 2.02 $ 0.99 $ 2.12 1.85
Diluted $ 2.30 $ 2.01 $ 0.98 $ 2.07 1.81
Cash dividends declared per share $ 038 $ 032 $ 032 $ 032 0.30
Book value per share:
Actual $ 11.93 $ 10.63 $ 9.05 $ 8.81 7.52
Market price per share:
High $ 49.11 $ 44091 $ 57.06 $  63.00 56.29
Low $  30.90 $ 2655 $  24.20 $ 39.83 31.63
Close $ 4823 $ 3535 $ 35.69 $ 5494 55.42
Average common shares outstanding for
earnings per share:
Basic 1,284 1,320 1,324 1,327 1,340
Diluted 1,298 1,330 1,336 1,360 1,369
Shares outstanding at year end 1,284 1,305 1,331 1,326 1,341
Other Statistics
Number of employees at year end:
United States 41,823 41,093 48,698 53,352 52,858
Outside United States 36,413 34,366 35,719 35,498 35,520
Total 78,236 75,459 84,417 88,850 88,378
Number of shareholders of record 47,967 51,061 52,041 53,884 56,020

(@) Results for 2003 reflect a $20 million non-cash pretax charge ($13 million after-tax) related to the December 31, 2003 adoption of FIN 46, as revised. Results for 2001 include three
significant items: (1) a charge of $1.01 billion pretax ($669 million after-tax) reflecting losses associated with high-yield securities recorded during the first half of 2001; (2) restruc-
turing charges of $631 million pretax (8411 million after-tax); and (3) the one-time adverse impact from the September 11th terrorist attacks of $98 million pretax ($65 million

after-tax).

(b) Computed on a trailing 12-month basis using total shareholders’ equity as included in the Consolidated Financial Statements prepared in accordance with GAAP. Prior period amounts

have been revised to conform to current year presentation.

#— Denotes a variance of more than 100%.
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Executive Officers

GLOBAL LEADERSHIP TEAM

Kenneth I. Chenault
Chairman and Chief Executive Officer

James M. Cracchiolo
Group President
Global Financial Services

Gary L. Crittenden
Executive Vice President and Chief Financial Officer

Edward P. Gilligan
Group President
Global Corporate Services and International Payments

David C. House

Group President

Global Network and Establishment Services

and Travelers Cheque and Prepaid Services Group

Alfred E Kelly, Jr.
Group President
US. Consumer and Small Business Services

Jonathan S. Linen
Vice Chairman
American Express Company

CORPORATE EXECUTIVES
Ursula E Fairbairn
Executive Vice President
Human Resources and Quality

John D. Hayes

Executive Vice President

Global Advertising and Brand Management
and Chief Marketing Officer

Louise M. Parent

Executive Vice President and General Counsel

Glen Salow
Executive Vice President and Chief Information Officer

Thomas Schick
Executive Vice President
Corporate Affairs and Communications

Board of Directors

Daniel E Akerson
Managing Director
The Carlyle Group

Charlene Barshefsky
Senior International Partner
Wilmer, Cutler & Pickering, attorneys

William G. Bowen
President
The Andrew W. Mellon Foundation

Ursula M. Burns

Senior Corporate Vice President and President,
Business Group Operations

Xerox Corporation

Kenneth I. Chenault
Chairman and Chief Executive Officer
American Express Company

Peter R. Dolan
Chairman and Chief Executive Officer
Bristol-Myers Squibb Company

E Ross Johnson*
Chairman and Chief Executive Officer
RIM Group

Vernon E. Jordan, Jr.
Senior Managing Director
Lazard Freres & Co. LLC

Jan Leschly
Chairman and Chief Executive Officer
Care Capital LLC

Richard A. McGinn
Partner
RRE Ventures

Edward D. Miller
Former President and Chief Executive Officer
AXA Financial, Inc.

Frank P. Popoff
Former Chairman and Chief Executive Officer
The Dow Chemical Company

Robert D. Walter
Chairman and Chief Executive Officer
Cardinal Health, Inc.

*Having reached retirement age, Mr. Johnson is not standing for reelection

ADVISORS TO THE BOARD OF DIRECTORS

Hon. Gerald R. Ford
Former President of the United States of America

Robert L. Genillard
International Investor

Henry A. Kissinger
Chairman, Kissinger Associates, Inc.
Former Secretary of State of the United States of America



General Information

EXECUTIVE OFFICES
American Express Company
200 Vesey Street

New York, NY 10285
212.640.2000

INFORMATION AVAILABLE
TO SHAREHOLDERS

Copies of the company’s Form 10-K,
proxy statement, press releases and
other documents, as well as information
on financial results and products and
services are available through the
American Express home page on the
Internet at the following address:
www.americanexpress.com. Written
copies of these materials, as well as a
report of the company’s 2003 political
contributions, are available without
charge upon written request to the

Secretary’s Office at the above address.

TRANSFER AGENT
AND REGISTRAR

Mellon Investor Services LLC
Overpeck Centre

85 Challenger Road

Ridgefield Park, NJ 07660
1.800463.5911 or 201.329.8660

Hearing Impaired:
1.800.231.5469 or 201.329.8354
www.melloninvestor.com

STOCK EXCHANGE LISTING
New York Stock Exchange
(Symbol: AXP)

Independent Auditors
Ernst & Young LLP

5 Times Square

New York, NY 10036

ANNUAL MEETING

The Annual Meeting of Shareholders of
American Express Company will be held
at the company’s Minneapolis office,
AXP Financial Center, Market Garden,

Design_Bernhardt Fudyma Design Group

Executive Portrait_Peter Ross

2nd Floor, 707 2nd Avenue South,
Minneapolis, Minnesota, 55474, on
Monday, April 26, 2004, at 10:00 a.m.,

central time.

A written transcript or an audiocassette
of the meeting will be available upon
written request to the Secretary’s Office.
There will be a modest fee to defray
production and mailing costs.

CORPORATE GOVERNANCE
Copies of the American Express
Company Board of Directors Corporate
Governance Principles, as well as the
Charters of the five standing commit-
tees of the Board and the American
Express Company Code of Conduct,
are available on the company’s web site
at http:/iramericanexpress.com.
Copies of these materials also are avail-
able without charge upon written
request to the Secretary’s Office at the
address listed above, left.

DIRECT DEPOSIT OF DIVIDENDS
The company has established an
Electronic Direct Deposit of Dividends
service for the electronic payment of
quarterly dividends on the company’s
common shares. With this service,
registered shareholders may have their
dividend payments sent electronically
to their checking account or financial

institution on the payment date.

Shareholders interested in enrolling in
this service should call Mellon Investor
Services at 1.800463.5911.

STOCK PURCHASE PLAN

The company’s Shareholder’s Stock
Purchase Plan provides shareholders
and new investors with a convenient
way to purchase common shares
through cash contributions and

reinvestment of dividends.

For a prospectus and other inquiries
regarding the Shareholder’s Stock

Product Photography_Lisa Charles Watson

Purchase Plan, contact:
Mellon Investor Services LLC
PO. Box 3338

South Hackensack, NJ 07606
1.800.842.7629

SHAREHOLDER AND
INVESTOR INQUIRIES

Written shareholder inquiries may be
sent either to Mellon Investor Services
LLC, PO. Box 3315, South Hackensack,
NJ 07606 or to the Secretary’s Office,
American Express Company, 200 Vesey
Street, New York, NY 10285.

Written inquiries from the investment
community should be sent to Investor
Relations at the American Express
Company headquarters address.

TRADEMARKS AND
SERVICE MARKS

The following trademarks, service
marks and copyrighted material of
American Express Company and its
affiliates may appear in the text of
this report:

AMERICAN EXPRESS®

AMERICAN EXPRESS BOX LOGO®
AMERICAN EXPRESS CARD DESIGN®

AMERICAN EXPRESS ONE®
HIGH-YIELD SAVINGS

AMERICAN EXPRESS WORLD
SERVICE & DESIGN®

BLUE FROM AMERICAN EXPRESS®

BLUE CASH®

CENTURION® CARD

GLADIATOR HEAD® DESIGN
MEMBERSHIP REWARDS®

MEMBERSHIP REWARDS OPTIONS®
OPEN: THE SMALL BUSINESS NETWORK™
PLATINUM CARD®

TRAVELFUNDS®

YOUR REWARD®

©2004 American Express Company.
All rights reserved.
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