


Daimler-Benz Worldwide”
Highlights

1) Worldwide comprises Daimler-Benz AG and those domestic and foreign companies in which Daimler-Benz AG'
share interest, directly or indirectly, is more than 50%, and which are consolidated.
2) The following figures are in millions of DM.

3) Proposed or paid.
4) Plus DM 5.62 (last year 5.06) tax credit for our stockholders who are subject to income tax in Germany.



Daimler-Benz
Aktiengesellschatt
Stuttgart

Annual Report

1979






In fond memory
of all our employees
and pensioners
who passed away
last year.






Report of the
Board of Management

Report of the Board of Directors

Financial Statements
of Daimler-Benz AG

Consolidated
Annual Report

Appendix

Contents

Agenda for the Stockholders' Meeting on July 2, 1980
Members of the Board of Directors and the Board of Management

Status Report

Outlook

Cars

Commercial Vehicles

Purchasing

Sales and Service Organization
Capital Investments and Financing
Research and Development
Subsidiaries and Affiliates
Employment and Benefits

Notes to Financial Statements of Daimler-Benz AG
Balance Sheet

Statement of Income
Proposal for Allocation of Income

Balance Sheet as of December 31, 1979
Statement of Income for the Year Ended December 31, 1979

Notes to Consolidated Financial Statements
Consolidated Balance Sheet as of December 31, 1979

Consolidated Statement of Income
for the Year Ended December 31, 1979

Daimler-Benz Highlights 1970 -1979
Production and Sales Data

Charts and Graphs Relating to the
Automabile Industry Trends in Leading Countries

13
21
25
29
31
35
37
41
44
54

61
67
68

69

70
72

74
80

82

84
86

88






Agenda

for the 84" Stockholders' Meeting

taking place on Wednesday July 2, 1980 at 10 o'clock in the museum building
of the company at Mercedes Street, Stuttgart-Untertuerkheim.

. Presentation of the audited financial statements as of December 31, 1979,
the reports of the Board of Management and of the Board of Directors
together with the consolidated financial statements and the

consolidated annual report.

. Resolution for the disposition of unallocated income.

. Ratification of the actions of the Board of Management.
Board of Management and Board of Directors propose to resolve ratification.

. Ratification of the actions of the Board of Directors.
Board of Management and Board of Directors propose to resolve ratification.

. Election of auditors for the year 1980.

The Board of Directors proposes to elect Deutsche Treuhand-Gesellschaft AG,
Wirtschaftsprufungsgesellschaft Frankfort (Main), as independent auditor for 1980.

. Election to fill vacancies on the Board of Directors.

Dr. jur. Roland Schelling resigned from the Board with the conclusion of the
Stockholders' Meeting on July 2, 1980.

The Board of Directors proposes to elect in his place

Professor Dr. jur. Joachim Zahn, Munich, chairman of the Board of Management
of Daimler-Benz AG to December 31, 1979, as member of the Board of Directors
representing Stockholders, and for the remaining term of office of the other
Board members.

The Board of Directors comprises 10 members representing the Stockholders
and 10 members representing labor according to Section 96 paragraph 1,
Section 101 paragraph 1 of the Company Act and Section 7 paragraph 1
subsection 1 N° 3 of the Co-determination Law.

The Stockholders' Meeting is not bound by the election proposals.
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Board of Directors

Hermann J. Abs, Frankfort (Main) Honorary Chairman

Honorary Chairman, Deutsche Bank AG

Dr. rer. pol. Wilfried Guth, Frankfort (Main) Chairman

Member of the Board of Management, Deutsche Bank AG

Herbert Lucy, Mannheim®) Deputy Chairman

Chairman of the Labor Council, Daimler-Benz AG

Karl Aspacher, Stuttgart*)

Member of the Labor Council, Untertuerkheim Plant and Main Office

Dr.-Ing. Hans Bacher, Stuttgart
Member of the Board of Management, Robert Bosch GmbH

Willi Boehm, Kandel*)
Member of the Labor Council, Woerth Plant

Robert Dhom, Frankfort (Main)

Member of the Board of Management, Commerzbank AG

Dr. rer. pol. Friedrich Karl Flick, Duesseldorf
Managing Partner Friedrich Flick KG

Prof. Dr. jur. Gunther Hartmann, Cologne
Member of the Board of Management, Mercedes-Automobil-Holding AG

Dr. rer. pol. Alfred Herrhausen, Duesseldorf
Member of the Board of Management, Deutsche Bank AG

Erich Hirth, Gaggenau®*)

Chairman of the Labor Council, Gaggenau Plant

Rudolf Kuda, Frankfort (Main)*)

Departmental Manager within the Board of Management, Metal Workers' Union

Hugo Lotze, Reinhardshagen®)

Chairman of the Labor Council, Kassel Plant

Dr. jur. Heribald Naerger, Munich

Member of the Board of Management, Siemens AG

Dr. rer. pol. Wolfgang Roeller, Frankfort (Main)

Member of the Board of Management, Dresdner Bank AG

Alfred Schaible, Renningen*)

Chairman of the Labor Council, Sindelfingen Plant

Dr. jur. Roland Schelling, Stuttgart
Lawyer

Franz Steinkuehler, Stuttgart*)

District Manager, Metal Workers' Union

Dipl.-Ing. Maria-Christine Fuerstin von Urach, Stuttgart*)

Director
Diplom-Kaufmann Guenter Vogelsang, Duesseldorf
Bemhard Wurl, Hofheim/Taunus*) (since November 6, 1979)

Deputy Departmental Manager within the Board of Management, Metal Worker's Union

Retired from the Board of Directors on August 7, 1979:
Manfred Leiss, Frankfort (Main)*)

Departmental Manager within the Board of Management, Metal Workers' Union

*) Elected by the employees.
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Board of Management

Dr. jur. Gerhard Prinz, Stuttgart
Chairman (since January 1, 1980)

Prof. Dipl.-Ing. Werner Breitschwerdt, Stuttgart

Research and Development

Heinz C. Hoppe, Stuttgart
Sales

Dr.-Ing. Eh. Werner Niefer, Stuttgart

Production

Dr. jur. Richard Osswald, Stuttgart

Personnel, Social Welfare and Administration

Edzard Reuter, Stuttgart

Finance

Walter Ulsamer, Stuttgart (deputy member)
(since November 1, 1979)
Purchasing

Retired on December 31, 1979:;

Prof. Dr. jur. Joachim Zahn, Munich
Chairman

Heinz Schmidt, Munich

Public Relations
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Automobile Production
1970-1979

Note: Daimler-Benz commercial vehicle-production worldwide.
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REPORT OF THE BOARD OF MANAGEMENT

Overview

In 1979, Daimler-Benz continued

the steady growth it has enjoyed

for many years. We managed again

to improve the market position at
home and abroad for the range of
vehicles offered under our "Mercedes-
Benz" nameplate. Consolidated
sales*) rose by more than 3.5

bilion DM to 30.5 billion DM**).

Earnings were favorably influenced
especially by the large jump in produc-
tion and the resulting high rate of
capacity utilization in the car and
commercial vehicle divisions. The
improved profits enabled us to increase
the dividend to our shareholders.

For 1979 our proposal to the sharehol-
ders is for an increase of the dividend
from DM 9.00 to DM 10.00 per com-
mon share of DM 50 par value. We
were also able to allocate a larger
amount to retained earnings than

last year. We consider the resultant
strengthening of our equity capital
base especially important during

a phase in which new technical
demands, which require large capital
expenditures, are placed on our
Company and on the international
automobile industry.

An event of particular significance
was the launching of our new S-class
in the autumn of 1979. This model,
which combines the high level of
Mercedes engineering with up-to-date
economy, has met with a very favorable
response in the press and in the
market. Domestic orders, which

in the first few months far exceeded
planned output, and the positive

echo in foreign markets lead us to
expect a continuing success for

the new S-class.

*) This figure includes, in addition, half of

the sales of companies in which we own a 50% share
(Motoren- und Turbinen-Union, Munich/Friedrichshafen,
Gelaendefahrzeug Gesellschaft mbH, Graz, and Merfag AG, Zurich).

*) Inclusive of value-added tax.

to our shareholders

Status Report

World Trend of Car Business

In early 1979, in almost all industrial
countries of Europe and in Japan,
overall economic growth quickened,
although in the United States there
were already indications of a definite
slowdown. As the year continued,

the drastic price rise for energy and
other raw materials and the unsolved
problems of long-range oil supply
dampened business prospects
worldwide. The transfer of real purchas-
ing power from the oil and raw material
importing nations to the OPEC coun-
tries substantially curtailed the growth
opportunities for the industrialized
countries.

Demand for cars could not go un-
affected by these structural changes.
Added to this, the anticipated downturn
of business in the high-volume markets
took place following an unexpectedly
long phase of steadily rising buyer
demand.

These changes drastically affected

the largest car market, namely that

of the United States. The sudden

shift of demand to compact, economical
cars - and thus also to our Mercedes-
Benz cars - drove up the sales of
imported makes with higher fuel
economy (+16% to 2.3 million units).

Sales of the Japanese mass producers,
for example, increased 30% over

1978 to 1.8 million. On the other

hand, domestic American manufac-
turers experienced an 11 % drop in
sales to 8.3 million units.

In Western Europe, where sales
totaled 10.5 million cars (up 4%)

in 1979, Japan's auto industry-

with the additional advantage of a
very weak yen - was able to extend
its market share to 7.2 (last year
6.3)%. The market share of Japanese
makes in some of the countries which
have no auto industry of their own
and are traditionally supplied by Euro-
pean factories is now between 20
and 25%.

The fast-growing penetration of the
U.S. market by cars of Japanese
origin has occasioned various American
organizations to call for the establish-
ment of Japanese factories in the
U.S.A., or even for import restrictions
upon Japan. Also, there is the danger
that if export opportunities to the
U.S.A. are curtailed, Japanese car-
makers will turn even more to the
West European markets to maintain
employment of their huge production
capacities. Therefore, in Europe,

too, protectionist sentiments are

on the increase. Both in the U.S.A.
and Western Europe we observe

this trend with great concern. We
object to protectionist measures as a
matter of principle but too, because the
German auto industry depends on
exports for about half of its production,
and thus on the free trade of goods.
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Consolidated Sales



German Car Industry

In the Federal Republic of Germany,
the 2.62 million new car registrations
in 1979 almost reached the high
volume of last year. In the second
half of 1979, demand slackened
considerably, however, after clearly
staying above medium-term sales
expectations in the past few years.
Intermediates with 1.5 to under 2.0 liter
engines were particularly affected.
However, cars under 1.5 liter and
from 2 liter held or even expanded
their position.

In 1979, after many years of declining
market penetration, foreign manufactur-
ers again increased their market
share, from 21.9 to 23.1 %. The
Japanese carmakers have more

than doubled their share in the last
two years - mainly at the cost of
European importers-to 5.6%. In
March of 1980, their share actually
rose to about 9%. With 148,000
sales in 1979, Japanese cars took
second place in the imports, behind
the French.

In the foreign markets, German makers
on the whole held their own. Car
exports were up 5% to two million,
more than compensating for the
slight decline in domestic sales.
German car output thus rose in the
year under review by another 1 %
to 3.9 million units, although certain
companies were already forced to
adjust to the receding demand with
short-time work in the 4th quarter
of 1979.
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Daimler-Benz: Car Output Up

Despite more difficult conditions,
Daimler-Benz boosted car sales

in 1979. Domestic new car registrations
increased by 9.7% to 234,000 units
so that our share of the slightly declin-
ing overall market advanced to 9.1
(last year 8.2) %. 162,154 units

of the intermediate class were newly
registered (+8%), with the preponder-
ance of the increment accounted

for by the "T" series introduced

in 1978 (17,800 stationwagons).

The "T" has given us a leading posi-
tion in the high-quality stationwagon
market.

We increased our exports by 3.6%

to 183,000 units, almost half of which
went to European countries. Our
largest markets in Europe are France,
Italy, Belgium, the Netherlands and
Great Britain. Although we were

not fully able to meet the keen demand
due to limited availability, our sales

in the U.S. market were good; 53,000
cars or 13% more than last year.

The enlarged line of diesel cars enjoys
growing popularity.

Altogether, we raised our output

by 7.4% over last year to 422,159
cars, including diesel cars accounting
for more than 200,000 units for the
first time.

Good Commercial Vehicle Market

Output and sales of commercial
vehicles rose in most West European
countries as a result of the capital
goods boom. Nevertheless, competition
has further stiffened in many parts

of the industry. In the American market,
the demand fell sharply in the lighter
vehicle classes 1 to 5, which use mostly
components from large-scale car
manufacture. There was, however,
gread demand for heavy-duty class 8
trucks. The majority of trucks in class 6
and 7 offered in the U.S.A. still have
gasoline engines. This market structure
offers interesting potential for fuel-
saving diesel commercial vehicles

as built by us. But competition can

also be expected to grow in this area
in the future.

German Commercial Vehicle
Industry

In 1979, commercial vehicle sales
in the Federal Republic of Germany
also benefited from the growth in
the capital goods industry and espe-
cially in the construction industry.
New registrations were up 9% to
170,000 units. The German makers
continued to prevail against strong
foreign competition. The market
share of foreign-built trucks over

6 tons GVW declined to 8.2 (last
year 9.0)% in 1979.

German commercial vehicle exports
rose by 5.4% to 178,170 units after
falling the two previous years. Overall
output in the year under review grew
by 7.1 % to 317,169 units, but was
still below the volume of 1976.
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Consolidated Foreign Sales



256,000 Mercedes-Benz
Commercial Vehicles Worldwide

In the German market, Daimler-Benz
boosted sales by 9.3% to 91,000
commercial vehicles. We consolidated
our position particularly in the heavy-
duty truck market (16 tons and up) and
in the 2 to 4 ton GVW van category.

Our exports went up 4.1 % to 97,000
units. Deliveries to the hotly contested
European markets posted a better
than average increase of 15.7%

to 61,500 units in all. Remarkable
growth rates were achieved in

Great Britain (up 55% to 7,400

units), Switzerland (up 30% to 2,900),
Austria (up 18% to 4,600), Belgium
(up 11 % to 4,000), France up 9%

to 13,700) and lItaly (up 9% to 4,900).

In Western Europe we are the largest
manufacturers of trucks over 6 tons
GVW. Our German plants raised
output in 1979 by 9.1 % to 188,772
vans, trucks, buses and Unimog/MB-
trac. Our South American subsidiaries
turned out 67,695 units (+1.6%),
although a labor dispute stopped
production in Brazil for over two
weeks. Daimler-Benz manufactured
256,000 (last year 240,000) commercial
vehicles worldwide, up 7%.
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Sales Upsurge
at Home and Abroad

Consolidated sales rose by 12.9%
to 27.4 billion DM in 1979, almost
doubling in the last six years. Of
the sales total, almost 13 billion DM
(+ 12.1 %) were accounted for by
the domestic market, while foreign
sales - exports from the Federal
Republic of Germany plus the value
added by our foreign production
and distribution companies - accounted
for 14.4 billion DM (+13.6%).

Daimler-Benz AG alone ran up sales
of 23.5 billion DM, the 13.9% increase
mostly attributable to the real growth
of business volume. The commercial
vehicle division increased its share

of sales owing to the above-average
expansion of its business (see chart
on page 14).

The exports of Daimler-Benz AG

rose by 15.5% to 10.5 billion DM.
Inclusive of domestic sales, three
quarters of our sales were in the
European market. There was an
extraordinary increase of car sales

to North America (+21.4% to 2 bil-
lion DM). Commercial vehicle deliveries
to Neareast countries and North Africa,
which had declined since the pheno-
menal increases of 1974 and 1975,
rose again for the first time. Export
sales to these regions were up 15.5%
to 1.8 billion DM (see chart on

page 16). The establishment of credit
facilities is taking on growing signifi-
cance for our business in developing
countries which are especially hard-
hit by the rising price of oil.

Worldwide Capital Spending
1.9 Billion DM

We continued our capital spending
program as planned. Worldwide capital
spending was 1.9 (last year 1.4)

billion DM, the major portion of which
- 1.7 (last year 1.2) billion DM -

was accounted for by domestic com-
panies. The bulk went to the car
division, primarily for the continuous
expansion of capacities, the production
start-up of the new S-class and the
introduction of new engines and

other components. This underscores
our confidence in the future of our
products. With our investments in

the area of commercial vehicles

we have supplemented our model

line and further improved the produc-
tion structure by even more systematic
concentration of similar tasks.

The efficiencies thus gained also help
to safeguard employment in our
plants.

With our medium-term capital spending
program - approved in the spring

of 1979 - at a volume of over 10
billion DM, we will meet the changed
demands for our products. The pro-
gram will enable us not only to improve
the engineering and quality of our
vehicles, but also their economy.

For this purpose, we will add another
model to our car line and introduce
new conceptions for almost all engines,
transmissions and axles. In the com-
mercial vehicle division, the planned
investments serve the further im-
provement and expansion of our
product lines. These measures are
designed to maintain and improve

the high technical standards of our
products even under substantially
changed conditions.
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Added Value Statement Daimler-Benz AG



Earnings Satisfactory

Worldwide net income rose from

593 to 638 million DM, while increasing
from 474 to 540 million DM for Daimler-
Benz AG alone. On a purely arithmeti-
cal basis, earnings did not keep

pace with the growth of consolidated
sales. This is due also to the fact

that the upward trend of all our foreign
subsidiaries is not reflected in the
consolidated financial statements,
which are stated in D-Marks, because
the Brazilian cruzeiro was sharply
devalued towards the end of the year.
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The earnings of Daimler-Benz AG
were favorably influenced by the
growth of sales and the high rate

of capacity utilization in the car and
commercial vehicle sectors. An adverse
factor was the high cost of labor

and materials, which could not be
completely offset by the price adjust-
ments which became effective in 1979.

Net Product 9.5 Billion DM

In 1979, Daimler-Benz AG had total
revenues- net sales including changes
in inventories plus capitalized in-house
fixed assets - of 23.7 (last year 20.6)
billion DM. The net product of the
Company - total revenue less cost

of materials, expenditures for selling
and administration, rents and leases,
and depreciation charges - increased
by 13% to 9.5 billion DM. The break-
down is shown on page 18. A total

of 270 (last year 231) million DM

of net income was allocated to retained
earnings.

In 1979, we again availed ourselves
of the valuation and currency conver-
sion opportunities permitted by conven-
tional accounting methods to avoid
overstatement of income through
inflationary profits. Inflationary profits
are the result of depreciation charges
being allowed only on the lower
acquisition costs, and not - as would
be necessary to maintain the Com-
pany's equity value - on the higher
replacement costs.
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Changing Structure
of the Automobile Industry

At the start of the eighties, the auto-
mobile industry is about to undergo

a profound transformation because

of changed economic and technical
parameters. Most affected are the
American auto companies, who until
now - in contrast to European makers
- have placed less emphasis on

the fuel economy of their cars. They
must, therefore, change over their

car lines to smaller models in a
minimum of time and on an incom-
parably large scale. But European
makers must also adapt themselves
and their products to the changed
conditions. The necessity to develop
new cars and make extensive invest-
ments in new production facilities place
utmost demands on the productive
capacity and financial resources of

all companies. Meeting these demands
is all the more important as the auto
industry, despite immense difficulties,
must also act as a mainstay of world
economic growth in the years to
come, because a recession in this
industry could not be offset by any
other industry.

The convergence of the model policies
of the mass producers worldwide,
caused by the rising cost of energy,
means that, increasingly, cars designed
on the same or similar principles
compete in the marketplace. Production
costs and volume thus attain an

ever growing significance. In addition
to high volume, the Japanese auto
industry has the very big advantage

of lower employment costs and an
undervalued yen. The American
makers, who have been favored

by relatively lower raw material and
energy prices, should have an im-
proved competitive stance with their
new models and modern, highly
productive plants after weathering

the changeover phase.
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Outlook

New Opportunities Through
Innovation

Though in 1979 the German auto-
mobile industry, as already mentioned,
managed a slight increase in output
over last year, this cannot gloss

over the fact that it has lost shares

in export markets for several years
running. The German industry has
admittedly succeeded, in part, in
compensating for the high cost of
labor and energy with exacting techni-
cal standards both in car design

and manufacture as well as in the
service field. But that makes it all

the more necessary to increase
awareness of the fact that there are
nevertheless limitations set by produc-
tion cost and price for a product
which is so indispensable to Germany's
exports and thus to employment.

The more manufacturers in other
countries emphasize the engineering
and quality of their cars, the narrower
these limits will be.

The German automobile industry
views fuel economy as an essential
element of competition, and a large
portion of its extensive investment
programs is directed towards this
goal. The seriousness of this effort
can also be concluded from the volun-
tary pledge of all companies to the
Federal Minister of Economic Affairs
to reduce fuel consumption of their
model lines by at least 10 to 12%

by 1985. Since making that pledge,
they have indicated the possibility

of their achieving the promised reduc-
tion in consumption even earlier.
Therefore, there is no need for impos-
ing drastic measures in this area,
which would, as the American example
shows, overstrain the financial
capabilities of even the largest and
healthiest companies or weaken

the international competitiveness

of the German automobile industry.
As the experience of 1973/74 and
also 1979 has shown, free-market
solutions in a system of competition
among producers promote targeted
goals more effectively than any
government actions.

Overall Energy Plan
Needed

We consider a long-range, clear-cut
energy policy of the various govern-
ments no less important than auto
industry efforts to conserve energy.
This policy must aim at using crude
oil and its derivatives only where
other sources of primary energy
cannot be substituted or can be
substituted only at the cost of reduced
efficiency. As much as possible,
crude oil should be reserved for
use as a raw material for chemicals
and as a power source for vehicles.

German Automobile Industry
in 1980

The German auto industry's domestic
sales will drop in 1980, demand
having already fallen off noticeably
last year. At the moment, however,
there are still no indications that
there will be a setback as drastic

as in 1974/75. Foreign sales though,
which are still good at present, are
expected to offset only part of the
decline in domestic demand, so

that in 1980 a slight drop in car produc-
tion overall has to be anticipated.

The commercial vehicle capacities

will probably be well employed
throughout 1980, as demand still

runs strong. For the future, however,
it must be taken into account that

the generally good order inflow of

the very recent past is also the result
of pent-up demand in some countries.



Daimler-Benz:
Upward Trend also in 1980

During the first three months of 1980,
Daimler-Benz sold 116,000 cars

at home and abroad (+ 4%). Commer-
cial vehicles rose by 12% to 51,000
units. To this must be added 1,200
Mercedes-Benz cross-country vehicles
and 16,000 trucks and buses

of our subsidiaries in Brazil and
Argentina. During the same period,

our worldwide sales increased

by 12% to 7.5 billion DM.

We expect to increase our business
volume in 1980 even under less
favorable conditions, assuming that
external events and government
actions impose no additional burdens.

On the car side, we are planning
an output of more than 430,000
units for 1980. Market demand and
the large order backlog continue
to ensure full employment of our
plants. Because of the trend to the
economical quality car with advanced
engineering and high utility value,
we see good sales opportunities
for Mercedes-Benz cars over the
long term.
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We view fuel economy as a particularly
significant objective, but not as our
primary research and development
goal. Our endeavor, which we have
repeatedly stated, is not to neglect

the progress achieved in other impor-
tant areas, such as safety, environmen-
tal compatibility, utility value, superior
workmanship, durability and high
resale value. Rather, we will systemati-
cally work to offer our customers

cars of mature overall design. We
consider the new S-class a significant
example of our striving to develop
more refined automobiles, balanced

in every respect, because this model
is not only characterized by a more
than 10% cut in fuel consumption
(development of the model, begun

in 1974, took early account of the
experience of the first oil price rise),
but also demonstrates systematic
development and improvement of

the above-mentioned "classic" qualities
of our Mercedes products. For this
reason, we consider ourselves well
equipped and well prepared for the
keener competition expected.

In our engine line-up, a test-proven
"cylinder cut-off" and an "anti-knock
control" will enable even greater

fuel savings for our gasoline engines.
These innovations will especially
benefit the fuel economy of our eight-
cylinder light-alloy engines. A major
object within our development effort
has traditionally been our highly
economical diesel engines. The diesel
engine, which, augmented by ex-
haust-gas turbocharging, attains
performance and efficiency which
cannot be matched by other engine
types, will take on even greater signifi-
cance in the future. On the basis

of the high level which our diesel
technology has already achieved,

we will undertake every effort to
maintain and enlarge our technological
lead. This is all the more important
since almost all carmakers today

have included diesel cars in their
model lines or in their product planning.

We consider this a vindication of

our persistent diesel development
work over many decades; on the
other hand, the increasing competition
must be an additional incentive to
increase our own capabilities in the
diesel field.

On the commercial vehicle side,

for 1980 we expect output and sales

to top the volume of the good year
1979. We introduced important new
products at the Frankfort International
Auto Show (IAA), including a new
engine generation within our "400"
series and a jumbo cab for long-haul
trucking. We also view our full-line truck
program from vans to heavy-duty trucks,
which allows volume production

for each model, and our efficient
service to customers based on a
closely-knit system of service facilities,
as factors which give us a tremendous
competitive advantage.

Building on our strong position in
cars and commercial vehicles and
our sound financial position, we enter
the coming years absolutely confident
of our ability to keep our company

on a course of steady growth.



The air resistance
of the new S-Class
models was reduced
through optimal
aerodynamic design
to extremely low
levels for production
sedans.

The new V-8 engines
for the models

380 SE and 500 SE
are made of light alloy.
Because of substantial
weight reduction

(up to 617 pounds)
and favorable aero-
dynamic body design,
the new models
average 10% lower
fuel consumption than
their predecessors.
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Cars

Car sales rose by 11 % in 1979 to 12.3 Despite the model change, production

billion DM. Domestic and export

sales increased in equal degrees.
The trend to well-equipped cars,
which has been apparent for years,

is continuing. In 1979, for example,
we delivered 90% (last year 83%)

of our cars with power steering,

and 43% with automatic transmission.

Car output during the year under
review increased by 7.4% to 422,159
units. With overtime and a number

of special measures, we were able

to compensate for production bottle-
necks in certain areas.

Output of the Mercedes-Benz inter-
mediate and upper-intermediate

class increased by 3.1 % to 308,797
units. The millionth car of this highly
successful series came off the assem-
bly line at the Sindelfingen plant

more than three years after launching.

To satisfy the large demand which
arose after the first introduction of
a stationwagon, we manufactured
28,405 units in 1979 as compared
to 10,581 the year before. We will
supplement this series with a new,
economical version in the higher
performance range - a 300 TD with
a turbocharged diesel engine.

of hi-line models (280 S and upwards)
was raised by 2.2% to 84,957 units,
which testifies to the success of
this series which was introduced

in 1972. During a transition period,
the old models will continue to be
built for certain countries alongside
the new S-class, series production
of which started at the beginning

of 1980. We take it as a proof of

the confidence in all our products
that we have not run into any sales
problems with parallel models being
offered.

Car_program:
Our new S-class from the 280 S

to 500 SEL has been very well re-
ceived by the public. These models
combine advanced technology with
up-to-date economy and increased
safety, environmental compatibility
and ease of maintenance. New light-
alloy engines (3.8 and 5 liter V-8's),
a windtunnel-developed body with
particularly low aerodynamic drag,

plus the use of weight-saving materials

(we were able to cut weight by up

to 617 pounds) combined to make
possible a reduction of fuel consump-
tion by more than 10% over the
predecessor models. Just shortly
after launching, our new models

took top honors in reader surveys
conducted by major motoring
magazines.

We also improved economy by extend-

ing maintenance intervals. We have
attached such great importance to
balanced design, safety and stress-
reducing comfort in the S-class
successor generation because our
customers rely on their cars to give
extraordinary all-round performance,
both with respect to annual mileage
driven and the average number of
passengers in the car.

The new 4-speed automatic transmis-
sion - standard on all models with
V-8 engines - selects the best speed
range for each situation and thus
makes for economical fuel consump-
tion. An "econometer" (fuel consump-
tion trend indicator) tells the driver
how he can adapt his driving style

for greater economy.

At the Geneva Auto Show in March
1980, we introduced our improved
SL and SLC models - the roadsters
(280 SL to 500 SL) and coupes

(280 SLC to 500 SLC). Through
numerous refinements we were

also able to reduce the fuel consump-
tion of these cars (as compared

to the previous sportscar models),
and at the same time improve perfor-
mance and passenger comfort.
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Again in 1979, we continued to further
develop our entire car line. Engine
output of model 300 D was raised
from 59 to 65 kW (88 DIN/hp), and

of model 250 from 95 to 103 kW

(140 DIN/hp). In the autumn of 1979,
we introduced a new range of colors
for our cars. All models are now

fitted with seat belts, also for rear
passengers, as standard equipment,
in compliance with government regula-
tions. Our complete car line is now
equipped with the proven pneumatic
headlamp range control which has
proved itself so well in the S-class.

A major breakthrough in corrosion
protection has been made through
the use of new paint methods. After
twelve months of intensive testing,
we have now introduced the cathodic
electro dip painting process, also
called cathaphoretic dip painting,

at the Sindelfingen plant for the com-
plete car line, following good experi-
ence with this method in the different
pilot series.
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The electronically controlled anti-lock
braking system ABS (jointly developed
with Robert Bosch GmbH), which
guarantees steerability even in panic-
braking, was introduced by us with
considerable success in 1978, in
S-class models first. About every
fourth customer chooses this option.

It will be available for all Mercedes
cars starting in the fall of 1980.

The main plant in Untertuerkheim,
where our head office is also located,
celebrated its 75th birthday in 1979.
Today, 25,000 people are employed
at this plant, which includes the sub-
plants Hedelfingen, Mettingen, Bruehl,
Zuffenhausen and Koengen. Engines,
transmissions and axles for cars

and vans are manufactured there.

In the last event of the 1979 World
Rallye Championship, the "Rallye
du Bandama" (lvory Coast), which
places extreme demands on cars
and drivers, Mercedes-Benz cars
scored an impressive victory. Four
factory-prepared 450 SLC 5.0

took the first four places. We intend
to participate in a number of World
Championship rallyes in 1980.

In France, the "Comitee d'Excellence
Europeene" awarded us the "Grand
Prix Triomphe" for 1979. This com-
mittee, which includes personalities
from business and public life, paid
tribute to the "consistent high quality
of the products of the German com-
pany and its extraordinary contribution
in promoting the reputation of the
European automobile industry in

the world".
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Worldwide commercial vehicle sales
rose by 15% in 1979 to 14 billion DM,
of which Daimler-Benz AG accounted
for 10.8 billion DM (up 17%). Domestic
sales were boosted by 14% to 5.7
billion DM. The sharp rise in export
sales by 21 % to 5.1 billion DM reflects
not only the marked rise in foreign
demand, but also the above-average
increase of heavy-duty trucks.

We raised worldwide output in 1979
by 7% to 256,467 Mercedes-Benz
commercial vehicles. The domestic
plants manufactured 188,772 vans,
trucks, buses and Unimog/MB-trac
(+9.1 %). Our plants in Brazil and
Argentina, which are not dependent
on deliveries from the German plants,
together accounted for 67,695 units
or about one fourth of our worldwide
commercial vehicle output.

In the domestic plants, the share

of vans (2-4 tons) and heavy-duty
trucks (from 16 tons) has increased

in terms of overall output. The Bremen
plant turned out 51,815 vans of up

to 4 tons GVW (+9.5%). Heavy-duty
truck output (16 tons and up) also
increased faster than overall production,
by 24% to 48,625 units, resulting

in a substantial improvement of
employment at the Woerth plant with
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commensurate effect on employment
in Gaggenau, Kassel, Mannheim,
Berlin and Harburg. These plants
supply the assembly plant in Woerth
with components such as engines,
transmissions and axles plus large
and small individual parts. The 1.5
millionth commercial vehicle diesel
engine since 1949 left the Mannheim
plant in 1979.

Our truck program was expanded

in 1979 in the area of heavy-duty
models. Two new 8-cylinder series
"400" engines with appreciably higher
torque and larger displacement were
introduced. The naturally aspirated
engine develops 206 kW (280 DIN/hp),
while the version with exhaust gas
turbocharger and charge-air-cooling
develops 276 kW (375 DIN/hp).

The matching of engine, transmission
and axle ratio creates the conditions
for attaining excellent fuel mileage.
Our new jumbo cab offers substantial
improvements for the trucker's work-
place with respect to space, operating
convenience and safety. A new tractor
design also provides a maximum

of suspension comfort for container
transport in future. In our endeavor

as full-line manufacturers to meet

the widest range of transport needs,
we enlarged our 6 to 10-ton truck
series, introducing an 11-ton truck

at the beginning of 1979. Our Duessel-
dorf plant now offers a new large van
with 706 cubic feet of cargo space.

Our far-flung service and advisory
system helps the customer to put
together and operate his fleet with
optimum efficiency. We consider

this service an especially strong
competitive advantage of ours, because
it is the overall economy of a commer-
cial vehicle that is decisive, and operat-
ing expenses play a far more important

role than, for example, the purchase price.

In 1979, the bus business was favored
by increased demand from abroad.
Exports rose by 26% to 6,189 buses
and bus chassis, with the bulk heavy-
duty units. In the domestic market,
with 2,924 (last year 2,854) new
registrations, Daimler-Benz again

took a 45% share of the bus market.
In the domestic plants Mannheim,
Duesseldorf and Woerth we raised
output by 3.9% to 8,529 units, with
heavy buses and bus chassis account-
ing for 6,766 units (last year 6,553).
Worldwide bus output came to 27,426
units (last year 30,586). The decline
was due in particular to the temporary
interruption of production at our
affiliated companies in Iran.
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256.467

') Gross vehicle weight.



We supplemented the Mannheim

0 303 line of luxury touring coaches
in 1979 with a coach having a raised
floor and wraparound windshield,

the RHS, and a high-deck bus, the
RHD. The articulated pusher bus,
specially designed for urban traffic,
made a strong showing in the market
in its first year of production. We
have meanwhile manufactured the
10,000th standard commuter bus

0 305, introduced ten years ago.
The versatile minibus program based
on the van series was enlarged by

a 13-seater bus and a wide-body

version of the O 309 for 25 passengers.
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Unimog and MB-trac output rose by
9.1 % to 10,150 units. A substantial
share of this increase was accounted
for by the Unimog model 1300 L,
which is part of a large order being
delivered to the German Armed
Forces over a period of several years.
The Unimog program comprises
seven basic models with engine
outputs of 38 to 123 kW (52 to 1 68
DIN/hp). The farm tractor line, models
MB-trac, is offered with engines

of 48 to 92 kW (65 to 125 DIN/hp).

We were able to boost industrial
engine and vehicle component sales
by 24% in 1979 to 245 million DM,
despite stiffer competition. Strong
demand by domestic equipment
manufacturers (special-purpose
vehicles, agricultural and construction
machinery) was largely responsible
for the increment. Exports were on

a level with the previous year.

Of the diesel engine line with outputs
ranging from 17 kW (23 DIN/hp)

to 404 kW (550 DIN/hp), engines

with outputs over 150 kW (200 DIN/hp)
showed the biggest rates of increase.
We also stepped up sales of axles and
automatic transmissions considerably.

Material Supply

The prices of parts purchased from
suppliers rose strongly in the second
half of 1979. The abrupt rise in oil
prices caused the prices of other
energy sources and intermediate
products to climb.

Increases in output and shifts within
the commercial vehicle program,

on very short notice in some cases
(the consequence of customer de-
mand), as well as the start-up of

the new S-class required extraordinary
flexibility on the part of our suppliers.
The supply of materials, which was
put to a particularly severe test by

the strike in the iron and steel industry
of North Rhine-Westphalia at the
beginning of 1979 and in France

in April and May of 1979, was con-
tinued at all times, while high quality
standards were maintained. We wish
to thank our suppliers also in this
report for their continued dependable
cooperation.



Introduced in the
spring of 1979: The
Mercedes-Benz ,G",
suitable for both

on- and off-road use
(foreground).

Mercedes-Benz
12-cylinder diesel
engine OM 404
powering fully auto-
matic emergency
generators.

This installation
provides a large
telephone exchange
with dependable
power supply under
all conditions.

The Unimog U 1300
with shoulder and
border mower, a
multi-faceted helper
for municipal and
county use.



These flagships" of
the Mercedes-Benz
long-distance  trucks
have wider, higher
and roomier cabs.
Five basic models
are offered with
the new powerful
and fuel efficient
276 KW/375 PS
engine OM 422 LA
with  turbocharger
and cargo space
refrigeration.

The 0 303 RHD, a
new Mercedes-Benz
touring bus.
Because of the
higher bus floor,
luggage space was
increased to 66
cubic feet. Further
distinguishing
features: greater
safety, more com-
fort and more
powerful engines.



A modern 67,800
square feet training
center was opened
in Esslingen-Bruehl
in early 1979 for the
training of service
specialists, training
managers and
instructors.

From 74 rooms
equipped with the
most advanced
teaching aids and
technical equipment,
approximately 100
experts from the
central service
organization spread
practical knowledge
throughout the world.
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Sales and Service Organization

Tough competition in international
markets and rapid changes in the
demand and sales structure, particularly
for commercial vehicles, have again
placed heavy demands on our sales
organization during the year under
review.

The balance between factory-owned
branches and independent dealerships
at home and factory-owned distribution
companies and independent distributors
abroad once again proved its value.

In addition, the linkage of car and
commercial vehicle business in a
largely homogeneous sales and
service organization benefited us

last year. Again, in order to consolidate
our market position, we invested
considerable sums in our factory-
owned branches and distribution
companies. Our domestic and foreign
associates also made sizeable
expenditures.

In the domestic market we currently
have 96 factory-owned branches

and sub-branches. Capital spending

of 81 million DM served to replace
production tools, modernize service
facilities and build new showrooms
and vehicle storage facilties. In addition
to the extension of service intervals
already mentioned, we further enlarged
service and repair capacities. Both
measures shorten the time customers'
vehicles spend in the workshop.

Together with its independent dealers,
Daimler-Benz has more than 1,200
sales and service points for cars

and commercial vehicles in Germany,
and another 550 for Unimog and
MB-trac. Nationwide, some 60,000
people are employed in sales and
service, 16,700 of them in the factory-
owned branches.

The rental and vehicle sales revenue
of our subsidiary "Mercedes-Leasing-
GmbH," Stuttgart (previously "Mietan-
lagen Industrievertriebs-GmbH"),
was up 50% from last year to 95
million DM. Twenty five percent more
leasing vehicles were added for

a total of nearly 3,400 units, tying

up 149 million DM in funds (+ 69%).
Favorites for leasing are commercial
vehicles in the 2 to 8 ton category
and buses of the Mannheim program.
We expect substantial growth rates

in the years to come, as well.

Abroad, our organization comprises
over 4,250 sales and service points

in some 170 countries. Our worldwide
network of service facilities was further
enlarged in close cooperation with

our distributors. The European stations
are supplemented by 38 mobile
service units. This Mercedes-Benz
"Trans-Europa-Service" provides
road service and assists existing
service facilities mainly in countries
with heavy international traffic. The
trend in the service field is charac-
terized by an increasing need for
direct support to municipal govern-
ments and fleet customers, and by
the rising demand for qualified person-
nel. Intensive professional training

for our service staff thus assumes
growing importance. Today, 63,000
people work for Daimler-Benz in

sales and service abroad, a large
segment of whom are trained at

the new central training facility in
Esslingen-Bruehl, while others receive
direct on-the-job training. In this

way, some 37,000 employees received

training from us or our general
distributors in 1979.

Parts supply, so essential to the
service system and to the value
retention of vehicles and components
in operation, was further improved.
The logistical systems for stock control,
ordering and order processing, on
the one hand, and warehousing and
shipping techniques, on the other
hand, have been constantly improved
to provide maximum parts availability
and, at the same time, optimum
economic efficiency. The central
parts depots in Woerth (commercial
vehicles) and Sindelfingen (cars)

can deliver any part within 24 hours
in Europe.

The Mercedes-Benz exchange system
in the repair business has now also
been introduced in foreign markets.
With this system we can guarantee
parts quality equal to that for new
components. At the same time, we
offer a low-cost supplement to our
Mercedes-Benz original parts assort-
ment. Special attention was given

to promoting the use of "Mercedes-
Benz Original Parts" with a program
comprising about 250,000 different
items. By appropriate information

to our customers we want to ensure
that they demand the same quality
parts for service that they do when
buying a new Mercedes.
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Capital Spending and Financing

In 1979, worldwide spending by
Daimler-Benz was 2 billion DM (last
year 1.5), of which 1.9 (last year
1.4) billion DM went for property,
plant and equipment. The foreign
subsidiaries and affiliates account
for about 200 million DM of the total.

The rise in capital spending in Germany
- Daimler-Benz AG including domestic
realty and leasing companies - to

1.7 (last year 1.2) billion DM was
mainly related to the start-up of produc-
tion of the new S-class and the gradual
expansion of car capacities.

In all projects we strive - also from
an efficiency viewpoint - constantly
to modernize production. New plants
and equipment are designed to serve
both the purpose of environmental
protection and the improvement

of general working conditions. This
includes measures in the areas of
job safety, noise abatement, ventilation
on the production line and general
social facilities.

Capital spending in the different
areas was as follows:

In the car division, investments at

the Untertuerkheim plant were primarily
for production of new components
(light alloy 8-cylinder engines, manual
and automatic transmissions). As

part of the steps to reorganize the
engine section, following completion
of the engine testing area, we began
with construction of a new, larger

final assembly facility. At the Sindel-
fingen plant, we largely concluded

the measures to increase capacity

in the stamping, painting and final
assembly facilities. Construction

of the new central parts depot for
cars and of the body shell facility have
now been completed.

In the commercial vehicle division,
investments were mainly for efficiency
improvements as well as for restructur-
ing and centralization of similar manufac-
turing operations. The production

of textile parts and numerous foam
parts, for example, was transferred
from Sindelfingen to Mannheim and
Woerth in 1979. The Gaggenau facility
took over production of automatic
commercial vehicle transmissions

and of parts (torque converters)

for automatic car transmissions from
the Untertuerkheim plant; it turned
over parts production for truck axles

to the Kassel plant.

The higher investments in fixed and
financial assets and the expansion
of business volume were again
financed with resources generated
internally. Moreover, we were able
to improve our liquidity, which will
serve the growing financial needs
of the years to come. Assets and
capital structures continue to be
balanced.



Substantial invest-
ments in production
technology make
our Sindelfingen
facility one of the
most modern in the
world. Computer
controlled assembly
lines help increase
production, reduce
heavy physical labor
and assure
continuous high
quality.

Since mid-1978,
passenger cars are
again produced in
Bremen; about
40,000 stationwagons
have been produced
to date.



Biological air
cleaning systems

in Mettingen.

Every hour approx-
imately 4.2 million
cubic feet of foundry
air is cleaned. Even
the water required by
the system is cleaned
with the aid of micro
organisms and is
recirculated.

Investments for

the protection of

the environment.
Careful treatment of

a valuable raw material,
water, by means of a
modern water treatment
system in Mettingen.

Investment in the
Hamburg-Harburg
facility as part

of the effort to
increase production
efficiency. This is a
building for component
production.
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Research and Development

The changed economic conditions

with their far-reaching effects for
automotive technology further multiplied
the demands in the area of research
and development, where we spent
more than 1 billion DM in 1979. Efforts
centered on the continuing develop-
ment of our car and commercial

vehicle engineering, the reduction

of fuel consumption and pollution,

the systematic improvement of active
and passive safety, and research

into alternative power and transportation
systems. Capital spending in the
research and development area came
to 56 million DM, and was earmarked
above all for the replacement and
expansion of testing facilities.

A large portion of our engineering
capacity is still tied up because of

the absence of internationally standar-
dized regulations for the construction
and registration of motor vehicles.
Hardly any progress was achieved

in this area in the Common Market

in 1979. Efforts at harmonizing the
tougher rules have had little success
because of conflicting national interests.

In the U.S.A,, the situation of car-
makers has changed inasmuch as

the time schedule for the tightening

of regulations governing vehicle
design has been slightly modified.
Through systematic basic research

we were able to prove that the original
limits on NOx emissions of diesel

cars are not presently economically
feasible in connection with the particulate
emissions standards for production
cars, which are now mandatory. There-
fore, the relevant government agency
deferred the target date for the tighten-
ing of NOx standards. This action
enables us to meet the mandatory
U.S. fleet consumption averages

with a wide range of diesel cars.
Owing to the steadily increased share
of Mercedes diesel cars as well as

to significant engineering advances

in all U.S. models developed by

us, we have clearly exceeded the
present fuel economy standard.

We want to make sure that our pro-
ducts continue to comply with require-
ments for fuel conservation and
environmental protection as well as
for safety, economy and durability.

We pursue this goal with the most
extensive development program

in the history of our company, involving
additional improvements to engines,
transmissions and bodies. We call
attention in this connection to a study
published in 1979 - Daimler-Benz'
contribution to the "Research Car"
project of the Federal Minister for
Research and Technology - in which
the company suggests discussion

of long-range approaches to motor
vehicle construction. For Daimler-
Benz it is important that the Ministry
also takes into account vehicle classes
in which we see our specific market
segment. Contrary to previous projects
centering on specialized areas of
research such as safety or alternative
power systems and fuels, the present
project, which we have begun to
implement, integrates forward-looking
new technologies from all areas

in an overall concept.

At the 1979 Frankfort International
Auto Show (IAA) we introduced to the
public the "cylinder cut-off" and

an "anti-knock control," an offshoot
of our energy conservation research
program. The "cylinder cut-off" - de-
pending on the power requirement,
as many as four cylinders are shut

off during normal operation of V-8
engines - can save as much as

30% fuel in city traffic. Even under
partial load conditions the V-8 engines
fully retain their comfortable vibration-
free running and their performance
reserves. The "anti-knock control”
monitors the combustion process

in the cylinder by means of a sensor.
Since the control continuously adjusts
the ignition timing when critical engine
conditions occur, compression can

be increased, thus improving fuel
efficiency. The engine is also less
sensitive to poorer fuel qualities.



Daimler-Benz is patrticipating in the
demonstration and research project
"Alternative energies for road traffic"
initiated by the Federal Minister for
Research and Technology. Daimler-
Benz is the only manufacturer taking
part in all divisions of the project
(alcohoal fuels, hydrogen technology,
electric drive and hybrid technology),
which is to run through 1982. The
suitability of alternative fuels and
drive systems for everyday operation
will be studied under the research
project. We will enter a total of 80
passenger cars, vans and buses

in this test. Our Berlin branch and
the research group located at the
Berlin-Marienfelde plant will ensure
careful monitoring of this project

in cooperation with the main office
in Stuttgart-Untertuerkheim.
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We have developed an electronic-
mechanical engine speed limiter

to exploit fully the advantages of

the new series "400" truck engines.

It blocks operation in the upper engine
speed range, which is less economical
for internal combustion engines,

and reduces fuel consumption and
engine noise. When needed, the
driver can avail himself of the full
speed range at all times.

We systematically and successfully
continued work on an anti-lock braking
system (ABS) for commercial vehicles.
Although the applicable basic principles
are the same as for cars, the special
requirements of commercial vehicles
necessitate separate development.

At the 1979 IVA International Transpor-
tation Show in Hamburg, we showed
to a broad public environmentally
compatible and safe vehicles of the
future. Our "O-way" concept for
public transit particularly interested
both German and foreign experts.

A shuttle link between the exhibition
halls and the open-air exhibition
grounds was set up and operated

with five O 305 city buses and one

0 305 G articulated bus, all with
mechanical track guidance. The buses
carried some 300,000 passengers
over the one mile route, including

a 330 yard section with a special
bus-way using a mechanical guidance
system. The mechanical track guidance
stood the test in its first practical
application.

With the further developed C 111/IV
we set four new world speed records
at the high-speed track in Nardo,

ltaly, in 1979. For the trial runs, which
served mainly to test aerodynamic
measures to reduce air drag and
increase operating safety at critical
physical limits, the vehicle was
equipped with a modified V-8 gasoline

engine with two turbochargers. Over
the distances from 10 kilometers to
100 miles, average speeds between
199 and 220 miles per hour were
attained. At 251 miles per hour, the
experimental car also set an unofficial
world record on the circular test track.

To ensure the continued improvement
of vehicle engineering and to provide
proof of compliance with the numerous
government standards, Daimler-Benz
needs a new testing track. After
consultation with the ministries and
communities involved, we purchased
land for this purpose in the Boxberg
region in Main/Tauber county, an
area with a relatively weak economic
structure. Once the necessary land
consolidation is completed, we expect
to be able to begin building the test
track within reasonable time. Two
thirds of the site will still be used

for forestry and agriculture. To
strengthen the economy of the Box-
berg region we are increasingly provid-
ing, together with our suppliers, some
of which are building factories there,
job and training opportunities.



Alternative propulsion
systems such as
methanol-ethanol,
electric and stratified
charge engines being
tested. The goal of
such intensive
research and deve-
lopment efforts:

less damage to the
environment and less
fuel consumption.

Further improve-
ments to the internal
combustion engine
can also be achieved
through research

on ,magnetic field"
spark plugs.

Careful measuring
of stress that occurs
in actual operation
is the basis for the
development of
sophisticated
vehicles.

Travelling over the
Trans-Sahara route
with a tractor trailer,
carrying a van equipped
with measuring and
recording devices.
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Subsidiaries and Affiliates

Domestic

In 1979, consolidated sales of Motoren-
und Turbinen-Union Munich GmbH
and Motoren- und Turbinen-Union
Friedrichshafen GmbH rose by 11 %

to 1.2 (last year 1.1) billion DM, under
generally favorable business conditions.
The order backlog increased to

3 billion DM (last year 2.2 billion)

due to several large orders for aircraft
and other engines. The employees

of the two companies totaled 12,369
(last year 11,945) at year-end.

Capital spending of the MTU Group
increased to 71 (last year 46) mil-
lion DM, of which 50 (last year 44)
million DM were financed through
depreciation. Profits came to 37.3
(last year 32.0) million DM. After
due provision for corporate income
taxes, the two shareholders, Daimler-
Benz AG, and M.A.N. AG each
received 6.6 million DM, the same
as last year, in accordance with the
income distribution agreement.

In 1979, Deutsche Automobilgesellschaft
mbH, Hannover, a jointly owned sub-
sidiary of Daimler-Benz AG and
Volkswagenwerk AG, systematically
carried on its research and development
work in the field of electric power

and storage systems within the scope
of the tasks assigned by the parent
companies. The results were equally
shared by both partners in accordance
with the income distribution agreement.

Hanomag-Henschel GmbH, Hannover,
which has carried on the spare parts
business for Hanomag-Henschel
vehicles since the beginning of 1978,
had 1979 sales of 76.7 (last year 86.6)
million DM. The profits of 480,000 DM
were transferred to Daimler-Benz AG.

Foreign

The foreign subsidiaries included

in the consolidated financial statements
increased their sales in 1979 by

a total of 13.4% to 7.9 billion DM,

of which production companies
accounted for 3.1 billion DM and distri-
bution companies for 4.8 billion DM.
At 4 billion DM, the values added

by our foreign subsidiaries were

9.5% higher than last year (3.6

billion DM). However, the large sales
increases in some instances (in terms
of local currency) are not fully apparent
upon conversion to D-Marks because
of worsening exchange parities.

Our foreign subsidiaries again had
satisfactory profits. Excluding intercom-
pany profits, net earnings of the
foreign subsidiaries came to 131

(last year 154) million DM. The decline
is mainly due to the substantial devalu-
ation of the Brazilian Cruzeiro at the
end of the fiscal year, which had

an income-dampening effect on

the results of our Brazilian subsidiary
when converted to D-Marks. As

in the past, by far the greater part

of these earnings were retained

by the individual companies to
strengthen their equity capital.

Mercedes-Benz do Brasil S.A.. Sao
Bernardo do Campo, further consoli-
dated its leading position in the
Brazilian commercial vehicle market.
The share of the truck market (3 t
GVW and up) was 51 %, the same

as last year. The company again
captured a 96% share of the market
for buses and bus chassis. Exports
increased by 19.5 % to 8,398 commercial
vehicles. The chief export markets
were the U.S.A., the neighboring
South and Central American countries
and Angola.

The output of 58,943 Mercedes-Benz
trucks and buses was still slightly
higher than last year even though

a labor dispute crippled production

for more than two weeks. To boost
truck output and further expand bus
manufacturing at the new Campinas
plant, about 86 million DM was invested
during the year under review.

Sales rose 58% to 29,1 billion Cr$.
Earnings in local currency were satis-
factory. Due to the heavy devaluation
of the Brazilian currency, sales con-
verted in D-Marks were about 2.1
billion DM, only equalling last year's
total.

The foundry SOFUNGE S.A., Sao
Paulo, a subsidiary of Mercedes-Benz
do Brasil S.A. which supplies castings
to the parent company and other
Brazilian auto makers, again had
satisfactory profits despite the higher
costs for labor and materials.
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Principal Subsidiaries and Affiliates

= Included in consolidated sales figures.

*)
) Foreign sales were converted at average annual exchange rates; changes in currency relations resulted in significant variances, sometimes preventing comparability.
) Includes 849 employees from Steyr-Daimler-Puch which are employed for the Gelaendefahrzeug Gesellschaft mbH.



Sales of Mercedes-Benz Argentina
S.A., Buenos Aires, increased in

1979 by 10% to 9,042 commercial
vehicles in an encouragingly invigorated
market. The model line was enlarged
by inclusion of new chassis for city
buses and heavy-duty trucks. Following
removal of the 20-year old ban on
imports, Mercedes-Benz passenger
cars (463 units) were imported and
sold again.

Profits were commensurate with

the favorable trend of business. Despite
a noticeable slowdown in the last
quarter of 1979 the average annual
inflation rate was 140%. The Argenti-
nian currency, on the other hand,

was only devalued by 42%. Consider-
able distortion thus resulted from
converting the peso figures into
D-Marks.

The foreign production and assembly companies
with Daimler-Benz ownership manufactured

and assembled Mercedes-Benz vehicles and
engines in the following countries:

*) Wholly owned Daimler-Benz subsidiaries
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To adjust for inflation, the company
raised its share capital in two stages
from 5.2 to 16 billion A$ through
charges to retained earnings.

Euclid, Inc., Ohio, U.S.A., sold 890
heavy-duty haulers in 1979 (last

year 918). The general business
climate and slower growth in mining,
due to environmental regulations,

have made things more difficult in

the U.S. market. Nonetheless, the
company (the six subsidiaries included)
managed to boost sales by 12 %

to 237 million dollars, or 444 million DM
(last year 431), because of the larger
proportion of sales in the heavy weight
classes (payload 100 tons and more),
an improved parts business and
increased exports. Profits in local
currency declined in 1979.

The company will continue renewing
and supplementing its product line.

An improvement in business is
expected in coal strip mining. 1980
profits will largely depend on the overall
business conditions in the U.S.A.

Following is a report on the production
companies in which Daimler-Benz's
ownership is up to 50% (see table
page 45).

Gelaendefahrzeug Gesellschaft mbH,
Graz, in which Daimler-Benz AG

and Steyr-Daimler-Puch AG each
hold a 50% interest, sold 2,800
cross-country vehicles in its first

year of operation, including 2,500
under the Mercedes-Benz nameplate.
Losses were incurred in the year
under review because of high start-up
costs. Production and model line

of the cross-country vehicle series
will be expanded in 1980. The com-
pany increased its share capital to
490 million Austrian schilling (68
million DM) at the end of 1979.

Business of Compania Hispano
Alemana Mercedes-Benz Vehiculos

y Motores S.A., Madrid, was satisfac-
tory despite difficult conditions in

the Spanish automobile market. Sales
of the company's own output declined
to 13,866 units (last year 14,817),

but sales of imported vehicles rose

to 2,899 units (last year 1,147) particu-
larly as a result of the liberalization

of imports in May of 1979. Large
inflation-induced cost increases were
offset by price adjustments. Operations
were profitable on a 36% increase

in sales to 17 billion Pts. (463 million DM).

Business at UCDD (Pty.) Ltd., Pretoria,
was impaired mainly because South
Africa experienced oil supply problems
as a result of delivery stoppages.

The imposition of a special 10%

tax on diesel cars and a temporary
trend towards smaller cars also were
aggravating factors. Under these
market conditions, car sales of UCDD
fell to 7,116 units (last year 9,028).
The market in the sector in which

we are active is again showing signs
of improvement.

On the other hand, with sales of
4,626 commercial vehicles, the com-
pany did even better than last year
(4,337 units). UCDD had positive
results of operations on sales of

550 million DM (last year 540 million).

Otobus ve Motorlu Araclar Sanayii
Anonim Sirketi, Istanbul, has again
reverted to a two-shift operation

in 1979, because the company was
able to earn foreign currencies through
exports, although Turkey's overall
foreign currency situation continues
to be precarious. Output rose 32%
to 919 units in the bus models O 302
and O 309. Sales jumped 51 % to
143 million DM. Correspondingly,
profits were favorable.




Business of Iranian Diesel Engine
Manufacturing Company, Tabriz,
was seriously impaired by the
economic effects of internal political
changes in Iran. Due to a temporary
closing, a shortage of funds for procur-
ing components and a decline in
truck demand, only 7,379 engines
were sold (down 43%). Sales were
down about 60% from the previous
year.

There is no way of telling whether
business will recover substantially
in 1980/81, but we hope that the
consolidation of our nationalized
customers, of the banks, and the
government programs promoting
public transportation and agriculture,
will have favorable results in the
long run.

The Indonesian companies, P. T.
German Motor Manufacturing (assem-
bly), Jakarta, and P. T. Star Motors
Indonesia (import and marketing),
Jakarta, were again able to expand
business in 1979. Car sales declined
by 13% to 471 units, but commercial
vehicle sales rose by 44% to 2,416
units. The strong 46% rise in the
distribution company's sales in local
currency is not apparent upon conver-
sion to D-Marks.

The enlargement of the Jakarta harbor
necessitated moving the assembly
plant. Bus production was taken

up at the new location in Wanaherang
at the end of 1979.
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The National Automobile Industry
Company Ltd., Jeddah, enlarged
the truck program to 11 models in
the year under review. In all, 4,785
Mercedes-Benz commercial vehicles
were assembled in Saudi Arabia
(+49%). Unit sales rose 59% to
4,865. With growth in sales revenue
of 66% to 350 million DM, earnings
also improved. Start-up losses were
completely recouped in the second
full year of operation.

Construction of the plant of Anambra
Motor Manufacturing Co. Ltd.
(ANAMMCO), Enugu, Anambra State,
Nigeria, is proceeding on schedule.
Assembly of Mercedes-Benz commer-
cial vehicles will begin in mid-1980.
The company, of which Daimler-Benz
has a 40% interest, will supply the
important West African market with
about 7,500 commercial vehicles
annually.

Our Yugoslavian partner EAP_FAMOS,
Belgrade, increased output 8% in
1979 to 6,829 commercial vehicles,
1,727 of which were Mercedes-Benz
models (+38%). The build-up of
production of additional models from

our line is planned. Sales rose by 19%

to the equivalent of 769 million DM.

In 1979, business of our foreign
distribution companies was very
good overall. Especially in North
America and Western Europe some
of the companies had substantial
growth rates.

The demand for Mercedes-Benz
cars in the North American market
continued to be strong and steady
even in 1979. Our distribution com-
panies Mercedes-Benz of North
America, Inc., New York, and Merce-
des-Benz of Canada, Ltd., Toronto,
boosted car sales in the U.S.A. and
Canada by 12% to 54,624 units,

of which fuel-efficient diesel models
accounted for over 65%.

In 1979, we systematically continued
extending our U.S. truck distribution
organization. In the 9 to 15t GVW
truck class there has been a steady
trend towards diesel engines since
the mid-1970's. The share of diesels
in this class went over the 20%

mark in 1979. In these weight groups,
in which we sell trucks from our
Brazilian subsidiary, we continue

to see very favorable market prospects
for our diesel trucks. Despite keen
competition, we improved our market
position and raised 1979 sales by
50% to 3,950 units.

In the summer of 1980 we will begin
operation at the assembly plant, cur-
rently under construction in Hampton,
Virginia, U.S.A. It will have an initial
annual capacity of 6,000 medium-duty
trucks. The components will be sup-
plied by our Brazilian subsidiary,

U.S. companies and our German
plants. The Hampton plant thus also
contributes to the employment of

our German plants now that the
American market has for many years
been out of reach for commercial
vehicles manufactured in the Federal
Republic of Germany owing to cost.



Sales of the North American distribution
companies in 1979 rose by 14% to 2.5
billion DM. Earnings were satisfactory.

The favorable trend of overall business
at Mercedes-Benz France S.A., Roquen-
court, was highlighted by a surge in
commercial vehicle sales of 17%

to 14,536 units (total commercial
vehicle market +5%). We captured

a 17% share of the market for trucks
over 6 tons GVW.

In the car business, competition

in France was considerably keener.
13,868 (last year 14,535) Mercedes-
Benz cars were sold in 1979. Sales
increased by 10% to over 1.2 billion
DM. Inflation and currency-conditioned
cost rises could only partly be passed
on to the customer so that earnings
were impaired.

Mercedes-Benz (United Kingdom) Ltd.,
Hayes/London, sold 9,029 cars
(+13%) and 6,842 commercial vehi-
cles (+45%). Sales revenue rose by
40% to 630 million DM. Despite
severe competition, particularly in

the commercial vehicle market, results
were again satisfactory.

Mercedes-Benz ltalia S.p.A., Rome,
was able to increase commercial
vehicle sales by 17% to 5,175 units.
Sales rose 45% to 216 million DM.
The company had favorable results
in spite of the substantial inflation
and currency-related difficulties.
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Special sales promotion measures
contributed to the encouraging overall
trend. These measures include the
financing we offer our customers.
Merfina S.p.A., Rome, established
for this purpose in 1977, finances
mainly the sale of heavy-duty Mer-
cedes trucks. Both companies work
closely together with the Italian general
distributors for Mercedes-Benz cars,
Autostar S.p.A. of Rome.

Business at Mercedes-Benz (Australia)
Pty. Ltd., Mulgrave/Melbourne, was
hurt by the announcement in the
second half of 1979 that tax deprecia-
tion will be limited to a $A 18,000
base. Car sales declined by 6%

to 3,304 units. The full impact of

the new regulations will be felt in 1980.

Our commercial vehicle sales increased
by 22% to 762 units despite continued
unfavorable changes in currency
parities. The increment is essentially
due to major orders for buses.

Total sales revenue increased 13%
to 280 million DM. Earnings were
again satisfactory.

Following a large increment in 1978,
Merfag AG, Zurich, again increased
sales in 1979 by 11 % to 2,456 (last
year 2,210) commercial vehicles.
Earnings on 10% higher sales of
117 million DM were satisfactory.
The company became general dis-
tributor of Mercedes-Benz cars on
January 1, 1980. It now trades under
the name "Mercedes-Benz (Schweiz)
AG" after Daimler-Benz AG
increased its share of the company's
capital stock to 51 %.

On January 1, 1980, we acquired

the firm of AGAM/MEHACO and

its branches. The company was our
Dutch general distributor for cars

and commercial vehicles and is based
in Utrecht. In 1979 Daimler-Benz
through its general distributor in the
Netherlands sold 10,071 cars (+7%)
and 10,636 commercial vehicles (+8%).

We also took over our Belgian general
distributor (IMA/MATINAUTO) at

the start of 1980. To these companies,
which have been renamed "Mercedes-
Benz Belgium S.A.," Brussels, Daimler-
Benz delivered 10,252 cars (+10%)
and 3,919 commercial vehicles (+ 12 %)
in 1979.

"Daimler-Benz Oesterreich Vertriebs-
gesellschaft mbH", with head office

in Salzburg, became general distributor
of our cars and commercial vehicles
in Austria on January 1, 1980. We
acquired a 50% interest in this com-
pany, with which we intend to further
strengthen our position in the Austrian
market where we supplied 4,644
commercial vehicles and 7,718 cars
in 1979.




In October 1979,
after the first stage
of construction
was completed,

the new assembly
facility for German
Motors in
Wanaherang/Indonesia
went into operation.

In Campinas, the new
subplant of Mercedes-
Benz do Brasil S.A.,
bus assembly

has begun.

Thus the first

step of this large
project has been
completed.

Cab assembly at the
commercial vehicle
facility of Mercedes-
Benz Argentina S.A.,
Buenos Aires.

In Hampton, Virginia,
an assembly facility
for commercial
vehicles is under
construction. The
first vehicles are
scheduled to leave
the assembly line
sometime  during
mid-1980.



50

Daimler-Benz AG
and its Principal Subsidiaries and Affiliates



() Capital translated into D-Marks at year-end exchange rates
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Daimler-Benz Throughout the World

<S Sao Paulo

il Sao Bernardc



53



54

Employment and Benefits

Employment Trend

Worldwide employment at the end

of 1979 was 174,431 (last year
167,165), of which 142,164 employees
were in Germany (last year 135,275) and
32,267 abroad (last year 31,890).

Daimler-Benz AG also increased

its work force in 1979 by about 7,000.
In all, 13,914 new employees, including
trainees, were hired, so that the

total work force grew to 141,401

(last year 134,437).

The proportion of foreign workers

on the work force declined slightly
from 21.4% to 21.1 %. We assume
that large numbers of foreign workers
will be needed for a very long time

to come and continue to make every
effort to integrate them. Besides
providing adequate information in
their native languages, we offer Ger-
man courses and undertake efforts

to provide vocational training for

the children of foreign employees.

At the Untertuerkheim plant, for exam-
ple, in cooperation with a youth welfare
organization we began courses many
years ago, preparing young people
with no knowledge of German for
regular vocational training.

Structure of Work Force Daimler-
Benz AG - at the End of 1979

Labor Contracts

Wage and salary increases of 4.3%
over 13 months and a gradual exten-
sion of annual vacation to 30 days
by 1982 were agreed upon in the
metalworking industry in January

of 1979.

At the end of 1979, the Confederation
of Employers' Associations in the
metalworking industry and the National
Metalworkers' Union came to terms

on a new arbitration agreement.

To speed up contract bargaining,

the no-strike period was limited to

four weeks following expiry of existing
collective agreements. Thus, in early
1980 new negotiations began in

all bargaining districts on wage and
salary increases while the old contract
was still in effect. At the beginning

of February, wage and salary increases
of 6.8% over a 12-month period

plus one-time payments ranging

from 165 to 30 DM for the lower

wage groups had already been agreed
upon for the metal-working industry

of North Rhine/Westphalia. Comparable
contracts were subsequently concluded
in the other bargaining districts. In
accordance with the plans agreed
upon in previous years, employees

of the metalworking industry will
receive in 1980 an additional 1 or 2
days of vacation plus an increase

in the contractual capital formation
payments to 624 DM annually.

Christmas Bonus
and Special Remuneration

In view of the high rate of capacity
utilization in all domestic plants and
the favorable trend of business, the
Christmas bonus and special remuner-
ation were increased to a sum total

of 280 (last year 232) million DM in
1979. Eligible employees received an
average of 2,094 (last year 1,803) DM.

Employee Capital Formation

All employees with at least one year
of service in the company received

a voluntary payment of 156 DM for
capital-forming investments in addition
to the contractual amount of 468 DM.
They could again choose between
conventional investment forms (for
example, building society savings
certificates, life insurance and premium
savings certificates) and high interest-
bearing company debt certificates.
The company stock offered to our
employees at a preferential price
could be purchased either from the
capital formation payment or the
employees' own funds.

The demand for employee stock
-37,914 shares were purchased

in 1979 alone - is encouraging. Since
the first issue in 1973, 44,010 em-
ployees, of whom 21,140 are blue collar
workers, have purchased a total

of 148,000 employee shares. Under
the homebuilding promotion program,
we extended loans totalling 24 million
DM for the construction of 1,530
employee-owned apartments or
homes in 1979.

Labor Cost Trend

The labor agreement, in particular

the vacation extension and the increase
in the wage base for social security
contributions, led to a further rise

in the cost of labor - wages and
salaries, including employee benefits

- by 5.3% per productive man-hour

in 1979 (see also table "Summary

of Personnel Costs").

Company Suggestion Program

5,900 employees submitted 12,000
suggestions for improvements under
the program, for which awards totalling
3 million DM (last year 3.2) were

paid. The largest single award was
DM 60,000 for a suggestion enabling
a substantial cost saving in hub cap
production.

Working Conditions

We continued to improve working
conditions in a number of areas,
mainly in conjunction with retooling
and the start-up of production of
new models and components. In
the production operations for the
new S-class, for example, through
intensive research and development
work, our production planners suc-
ceeded in reducing the proportion
of "over head" work done by our
workers - i.e. work done with the
arms raised above the head - in
comparison to the preceding car
generation, and giving workers more
freedom with regard to work rhythm.
Another important goal of our efforts
is to design workplaces as much

as possible in keeping with employees’
abilities and interests.



This applies particularly to our older
workers and workers with reduced
efficiency - a group of over 20,000
people which has steadily grown

in the past. Here the emphasis is

on personal dialogue and evaluation
to get to know the problems of the
individual better and provide effective
help.

Leadership and Cooperation

After thorough discussions with more
than 1,500 members of our manage-
ment staff, the "Principles of Manage-
ment and Cooperation at Daimler-Benz
AG" were drawn up and approved

by the Board of Management in March
of 1979. The concept underlying
these principles is that of cooperative
management and trustful cooperation
between supervisors and employees
and between individual departments:
"Cooperative management is charac-
terized, on the one hand, by the
striving to actively involve employees
in company affairs, promote their
professional development, and also
give them the opportunity to develop
their personality while working; on

the other hand, cooperative manage-
ment shows itself in a responsive
approach to the tasks and goals

of other departments and in the willing-
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ness to cooperate with them on

a businesslike basis." The recognition
of an independent personality, which
our employees may rightfully expect
even in the work place, means for
management that it must deal more
extensively with the interests of its
employees and constantly review

its own conduct.

Workers' Opportunities
for Development

Product quality depends primarily

on the devotion and energy of our
qualified workers. To offer them
opportunities for personal advance-
ment, we began putting experienced
skilled workers on monthly pay, under
certain conditions, back in 1961.

In 1979, an agreement was reached
with the General Works Council

on the further development of the
"monthly pay status." The agreement
takes account of sociopolitical trends
of the last two decades. The new
arrangement is, among other things,
a step towards standardization of

the personnel policies for workers
and salaried employees at Daimler-
Benz. More so than before, we can
now demonstrate, in special ways,
our recognition of workers with skilled
jobs and long seniority.

Health Service, Safety-on-the-Job

Twenty-three physicians were in

our employ at year-end. They advise

in matters of industrial health and
accident prevention and perform the
medical examinations required by law.
The sickness level for wage earners - in
relation to hours worked - rose to 9.7%
last year 9.2%. The figure for salaried
employees was unchanged at 5.0%.
Despite a high level of production,
much construction work and numerous
production changeovers and reloca-
tions, the accident rate and the percen-
tage of serious accidents declined
further due to our long years of effort
in this field.



56

Employees Daimler-Benz AG

*) Employes taken over by the newly founded subsidiary Hanomag-Henschel GmbH, Hanover.



Social Security

The Daimler-Benz Provident Fund
disbursed 97 (last year 90) million DM
for current pension benefits to 28,177
(last year 27,601) pensioners, widows
and children. In addition, Daimler-Benz
AG paid 20.7 million DM on the basis
of direct pension promises. The
assistance payments to employees
who retired in 1979 averaged 471
(last year 405) DM a month. At the
end of 1979, 1,187 former employees,
49% of them foreign, had vested
pension rights.

Transition payments totaling 10.7
million DM were made to retired
employees or their survivors. Moreover,
we were able to assist 5,373 em-
ployees with one-time payments in
individual cases.

One hundred and fifty million DM
was paid into the Daimler-Benz Provi-
dent Fund, as permitted by tax laws,
for the purpose of covering current
monthly payments and ensuring
future payments. The assets of the
Provident Fund totaled about

2 billion DM at the end of 1979.

Training and Education

By using all available capacities,
and by additional measures, the
training activities of Daimler-Benz
AG were expanded once again.

In 1979, 2,554 youths in all-114
more than 1978 - were recruited,

an increase of 57% over 1975. By
doing this, we have substantially
contributed to providing sufficient
training positions for age groups

from years with high birth rates.

This required considerable investments
and the employment of additional
instructors.
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We opened new training centers

in Kassel and Bremen in 1979. In
the coming years, construction of
additional facilities is planned mainly
at the Gaggenau, Mannheim and
Harburg plants. The annex of our
Haus Laemmerbuckel training center
will be finished in 1980. There, an
appreciable number of the courses
for management staff and the classes
in instructional techniques for our
trainers are held. With these measures
we want to ensure the quality of

our training work, both the initial
vocational training and continuing
training.

Rapid technological change, which
is also increasingly penetrating the
administrative sphere, puts added
requirements on the company's
training work, which must equip
employees to meet the changing
demands placed upon them. We
are therefore improving our training
methods and course content in a
continuous process of critical examina-
tion and innovation.

In this connection, continuing profes-
sional training for our employees,
especially those in management
positions, has become more and
more important in recent years.

For example, we have carried out
promotion programs designed to

impart qualifications to workers

through assignment of special duties

to make them eligible for better posi-
tions. In 1979, some 27,000 employees
took part in in-house, and about 4,800
in outside business-related courses.
This does not include the training
activities of the marketing divisions.

Labor-Management Relations

Negotiations on difficult matters with
the general works council and the
plant works councils were continued
by both sides in an atmosphere of
trust and cooperation.

A Word of Gratitude
to Our Employees

We would like to thank all employees
and their representatives on the
plant and general works councils

for their cooperation. For many, 1979
was again a difficult year, placing
great demands on their willingness
to perform and on their morale. This
deserves our particular recognition

in this report.



Assembly of the new
automatic trans-
mission in Hedel-
fingen. Labor saving
assembly methods
and the use of

most modern
assembly technology
assure high quality.

Sophisticated test
and measuring
equipment helps
guarantee the
reliability and quality
of our products.
Long years of
experience prepare
our older employees
for responsible test
and measurement
activities.

Since 1979, axles
for the Mercedes-
Benz cross-country
vehicle have been
produced at the
Kassel plant. The
assembly sequence
is such that each
worker can more or
less establish his
own pace.

At the end of the
year more than
17,000 women were
employed at Daimler-
Benz. The expansion
of the textile
finishing facilities

in Bremen and Mann-
heim provided more
workplaces for
women.

Modern precision
work at the Bad-
Homburg plant.
Valve blanks are
placed in a press
(right).



Computers using
special programs
free the designer
from routine work
during the develop-
ment of components
and complete
vehicles.

Approximately 7,200
youths are presently
being trained in the
technical and admini-
strative  disciplines
at the various plants
and subsidiaries of
Daimler-Benz.

The transfer of
»~know-how" contri-
butes to development.
Passing on

practical and
theoretical know-
ledge through training
the youth of

many countries.

In the new training
centers established
in the developing
countries, approx.
2,200 youths are
being trained
currently.

An increase in
training capacity
requires extensive
investment.

In the last 5 years,
37 million DM were
invested for new
buildings and
equipment for
training purposes at
different  facilities.
On March 7, 1980,
the new training
center at the
Bremen facility
opened its doors.
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Notes to Financial Statements Daimler-Benz AG

On the asset side of the balance
sheet, property, plant and equipment
increased by 458.8 to 3,215.5 mil-
lion DM. We invested 1,614.0 mil-
lion DM in long-term financial assets.
In terms of total assets of 11,149.4
million DM, property, plant and equip-
ment increased to 28.8% from 27.3%
last year. Current assets rose by
589.2 to 7,933.9 million DM. Inven-
tories increased by 319.5 million DM,
liquid assets, securities and other
current assets by 363.1 million DM.
In contrast, receivables decreased

by 94.9 million DM. Current assets
decreased to 71.2 (last year 72.7)%
in terms of total assets.

On the liability side of the balance
sheet, shareholders' equity (capital,
retained earnings, special equity
reserves) rose by 295.4 million DM
to 3,306.0 million DM. Out of net
income for the year, we transferred
269.8 million DM to retained earnings.
Shareholders' equity amounts to
almost 30% in terms of the balance
sheet total and is unchanged from
last year. Within the external capital,
reserves increased by 476.7 to 4,114.1
million DM. lIts share of the balance
sheet total of 36.9% remained about
the same as last year. The increase
of "Other Liabilities" by 266.1 to
2,707.8 million DM was mostly in
trade payables.

The ratio of fixed assets to stockhol-
ders' equity amounted to 102.8 (last
year 109.2)%. Inventories and portions
of other current assets are also
financed on a long- and medium-

term basis.

BALANCE SHEET

Additions and transfers in 1979
were depreciated as follows:

ASSETS

Property, Plant and Equipment
2,657.2 (last year 2,222.3) million DM

As in previous years, property, plant
and equipment was valued at acquisi-
tion cost and manufacturing cost
respectively, less regular and acceler-
ated depreciation. The manufacturing
costs of capitalized in-house output
include materials, labor and manufac-
turing overhead (excluding depreciation

and administrative expenses).

The useful lives used in calculating
the regular depreciation were largely:

Movable equipment with a useful

life of more than four years is depre-
ciated on a reducing-charge method
(accelerated depreciation). Machines
used in several shifts are depreciated
in proportion to the use made of

the asset. Assets with a minimal
value are expensed in the year of
acquisition.

The opportunity of accelerated tax
depreciation in 1979 has been fully
taken advantage of:

On December 31, the company

had four (last year three) leases

for buildings and building equipment;
rental expenses for the year amounted
to 5.4 (last year 5.5) million DM.

Investments in Affiliated Companies
461.9 (last year 441.3) million DM

Additions during the year were mostly
for capital stock increases at
Mercedes-Leasing GmbH, Stuttgart
(12.0 million DM), at Gelaendefahrzeug
Gesellschaft mbH, Graz (16.7 mil-

lion DM), at Daimler-Benz Holding
AG, Zurich (10.8 million DM) and

at Mevosa, Madrid (9.7 million DM).

Depreciations of 26.8 milion DM were
largely for investments in foreign
affiliated companies; 23.0 milion DM
of which were for write-downs of
investments made during the year.
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Statement of Source and Application of Funds Daimler-Benz AG

- for the Year ended December 31, 1979 (in millions of D-Marks) -



Inventories
2,535.6 (last year 2,216.1) million DM

The inventory increase is mostly

due to the higher business volume.
Moreover, the model changeover

to the new S-class was also a factor,
as inventories were built up for delivery
in the early part of 1980.

The valuation method was unchanged
from previous years. Raw materials
and supplies were valued at cost.
Finished goods include materials,
labor and manufacturing overhead
(excluding depreciation and
administrative expenses). Reasonable
deductions were made for obsolete
items after long storage or after
design changes.

Trade Accounts Receivable

1,252.4 (last year 1,368.3) million DM
Notes Receivable

201.9 (last year 281.3) million DM
Receivable from

Affiliated Companies

415.3 (last year 314.9) million DM

Total receivables decreased by 94.9

to 1,869.6 million DM. Contributing

to this was a shift of sales to the
domestic market and - within foreign
markets - from near Eastern countries
to Europe and North America. The
domestic share of trade accounts

and notes receivable has increased

to nearly 48 (last year 43)%. The
increase in receivables from affiliated
companies was largely with regard

to Mercedes-Leasing GmbH, Stuttgart,
whose business volume continued

to expand.

Receivables - if non-interest bearing
- are stated at present value and

all known risks have been taken

into account.
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Cash

1.025.7 (last year 987.4) million DM
Securities

1.009.8 (last year 1,014.5) million DM

Despite higher capital investments,
cash and securities, totalling approx.
2 billion DM, remained practically
unchanged from last year. They
represent - together with other
short-term liquid assets which are
shown under "other assets" - a
solid basis for the financing of future
investments.

Treasury Stock
13.6 (last year 16.1) million DM

During the year, 47,998 common
shares (nominal value 2.4 million

DM = 0.18% of total common stock)
were purchased at an average price
of DM 273.50 a share for the purpose
of issuing shares under the employee
stock purchase plan. During the

year, 37,914 shares (nominal value
1.9 million DM = 0.14% of total

common stock) were sold to employees

at a preferential purchase price of
DM 156 a share.

The 111,946 shares of treasury
stock on hand (nominal value 5.6
million DM = 0.41% of total common
stock) - of which 63,948 were on
hand last year - were valued at

the average preferential purchase
price to employees as in the past.

Other Assets
1,452.0 (last year 1,122.5) million DM

The increase by 329.5 million DM
was mainly for investments of liquid
assets in time deposits and similar
debt instruments; they represent

a major portion of other assets.
Moreover, as heretofore, claims

for value-added tax paid to suppliers,
interest receivables, receivables
arising from income distribution
agreements are included under
this caption.

STOCKHOLDERS' EQUITY,
LIABILITIES, etc.

Capital Stock and Retained Earnings

Total capital stock remains unchanged
and amounted to 1,359.0 million DM.

Retained earnings increased by
269.4 to 1,826.4 million DM. Unallo-
cated retained earnings were in-
creased by 269.8 million DM by
transfer from net income for the
year. In connection with the last
installment payment for the "Equaliza-
tion of Burden Levy", 0.5 million DM
was transferred from "Retained
Earnings Allocated for Equalization
of Burden Levy" to income.

According to the information received
by us under Section 20 Sub-section 1
of the Company Act, "Deutsche

Bank Aktiengesellschaft”, Frankfort
(Main), and "Mercedes Automobile
Holding Aktiengesellschaft", Frankfort
(Main), each owns more than 25%
of the stock of our company.

Special Equity Reserves
120.6 (last year 94.6) million DM

The special equity reserves are

being established or dissolved respec-
tively, according to the income tax
regulation valid at the time. After
additions of 34.0 million DM and
dissolutions of 8.0 million DM, they
increased by 26.0 to 120.6 million DM.
This balance sheet item is made

up as follows:

in millions
of DM

Reserve for price increase
(Section 74 of the Income Tax Requlation)

Reserve for investment in
underdeveloped countries
(Section 1 Sub-section 1 of the
Income Tax Act for developing
countries)

Reserve for losses of foreign
subsidiaries

(Section 3 Sub-section 1 of the
Foreign Investment Act)

Reserve for transfer of certain

capital assets to companies abroad

(Section 1 Sub-section 1 of the

Foreign Investment Act) 24

43.8
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Balance Sheet Structure Daimler-Benz AG

Note - In the exhibit, "Cash and Receivables" were reduced by the allowance for doubtful accounts shown on the liability side of the balance sheet.



Allowance for Doubtful Accounts
145.9 (last year 165.9) million DM

The allowance for doubtful accounts
represents 10% of trade receivables,
notes receivable and advance pay-
ments to suppliers. It covers the
general risk of credit at home and
abroad. Because of lower receivables,
the allowance for doubtful accounts
declined accordingly.

Reserve for Old-Age Pensions
1,399.0 (last year 1,138.5) million DM

The increase amounted to 260.5
million DM, of which 125.0 million DM
was provided to cover vested benefits
of our present work force under

the Daimler-Benz Provident Fund.

Provisions totalling 135.5 million DM
were required for increased obligations
for pension promises and assistance
payments to retiring employees.

The provisions were determined
actuarialy using the individual level
cost method.

Liabilities to the Daimler-Benz
Provident Fund GmbH
353.8 (last year 355.9) million DM

The Daimler-Benz Provident Fund
GmbH, which continues to provide
the major portion of old-age security
for our employees, has received
150.0 (last year 190.0) million DM
from Daimler-Benz AG utilizing
maximum tax allowances. Of this
amount 6.7 (last year 71.1) million DM
are in connection with benefits to
retired employees whose pensions
have been raised.
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Reserves for Deferred Maintenance
81.0 (last year 65.4) million DM

Because of the high utilization of
capacity, a portion of the maintenance
planned for 1979 could not be carried
out. Therefore, a provision of 81.0
million DM was made to perform

this maintenance in 1980.

Other Reserves
2,634.1 (last year 2,433.5) million DM

Other reserves rose by 200.6 mil-

lion DM. They refer - as heretofore

- particularly to our warranty obliga-
tions existing worldwide, legal and
litigation risks, liabilities in the social
area, risk of losses in existing orders
and risks for taxes not as yet assessed.

Liabilities with a Term of more
than Four Years
251.5 (last year 246.6) million DM

During the year, we obtained a loan
in the amount of 23.6 million DM,
which amount was used almost
exclusively for the financing of capital
investments in Berlin. The scheduled
repayment amounted to 18.7 million
DM; this will be about the same

in 1980.

Other Liabilities
2,707.8 (last year 2,441.7) million DM

The increase totalling 266.1 million DM
is principally due to higher trade
liabilities in connection with the
increased business volume. The

trade liabilities increased by 174.3
million DM.

Contingent
Liabilities

Notes payable amounted to 64.3
(last year 81.0) million DM.

Pledges totalled 145.4 (last year
150.2) million DM; they were given
for domestic and foreign subsidiaries.

The payment guarantee in favor

of bondholders of 90.0 million DM
relates to the 8%-DM-bonds issued
by Daimler-Benz Finanz-Holding
S.A., Luxemburg in 1970.

Obligations for assessments and

legal liabilities pursuant to Section 24
of the Limited Liability Company

Law and pledged amounts of coopera-
tives owned by subsidiaries amount
to 36.3 million DM.

For two companies which have income
distribution agreements with sub-
sidiaries we are liable jointly and
severally.

Under the assumption that the
proposed dividend is ratified at the
shareholders' meeting, the remunera-
tions for the members of the Board
of Management amount to

DM 6,762,261. Disbursements to
former members of the Board and
their survivors and to members

of the Board of Directors totalled DM
2,418,646 and 1,091,890 (including
value-added tax) respectively.
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Expenditures in Terms of Total Revenue Daimler-Benz AG



Total Revenue
23,736.3 (last year 20,644.6)
million DM

Total revenue increased by 15%
and is largely the result of higher
sales. Car and commercial vehicle
sales rose by 24,800 and 11,600
units respectively. Moreover, the
increase in car inventories was also
a factor.

Expenditures for Raw Materials,
Supplies, Other Materials and
Purchased Goods

11,747.8 (last year 10,054.8)
million DM

The somewhat disproportionate
rise by 16.8% in comparison to
total revenue is due to the substan-
tially increased output of material-
intensive heavy-duty trucks.

Other Interest and Similar Income
295.5 (last year 207.2) million DM
Interest and Similar Charges

54.3 (last year 50.4) million DM

The interest income less interest
expense rose by 84.4 to 241.2 mil-
lion DM. While interest income clearly
increased as a result of generally
higher interest levels and partially
higher liquidities during the course

of the year, interest expenses —

on account of fixed rates for the
largely unchanged long-term liabilities
- did not change materially.

Other Income
102.8 (last year 61.6) million DM

The increase by 41.2 million DM

was principally the result of some
dissolutions of provisions for doubtful
accounts owing to decreased trade
and notes receivables, particulary
individual adjustments for foreign
receivables. Included in other income
are investment tax credits, administra-
tive expenses charged to non-consoli-
dated companies etc.
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STATEMENT OF INCOME

Excess Income from Affiliated
Companies
30.9 (last year 37.3) million DM

The decline in the excess of income
over expenses from affiliates by

6.4 million DM was caused primarily
by the higher loss of Daimler-Benz
Wohnungsbau GmbH, Stuttgart,
which loss we assumed, and the
omission of dividends by our Iranian
affiliate (IDEM):

1979 1978
in mill. in mill.
of DM of DM
Earnings from income
distribution agreements
Motoren- und Turbinen-Union
Muenchen GmbH, Muenchen 05 06
Hanomag-Henschel GmbH,
Hannover 05 (15
Daimler-Benz Project
Consult GmbH, Stuttgart 0.5 04
Other 02 -
+ 77 + 75
Losses from income
distribution agreements
Daimler-Benz Wohnungs-
bau GmbH, Stuttgart 3.3 0.9
Other 05 01
-3.8 -1.0
Dividends received
Mercedes-Benz do Brasil SA,
Sao Bernardo do Campo 12.7 14.0
Maschinenfabrik Esslingen AG,
EsslingenaN. 3.9 39
FAP FAMOS, Beograd 22 33
Mercedes-Versicherungs-
dienst GmbH, Stuttgart 2.0 2.0
IDEM, Tabriz 25
Other 6.2 5.1
+27.0 + 308
Excess income +30.9 +37.3

Personnel Costs
6,701.0 (last year 5,972.2) million DM

Because of the favorable capacity
utilization, personnel costs (wages,
salaries, mandatory social benefits,
old-age pension and assistance)
increased by only 12.2% in compari-
son to total revenue (+15%). The
increase totalling 728.8 million DM
resulted from higher union wages,
Christmas and special remuneration
and a growing number of employees.
More information is given under
"Employment and Benefits"

(see page 54).

Losses from Reduction in Value
of, or from Sales of Current Assets
Excluding Inventories and Addition
to Allowance for Doubtful Accounts
51.5 (last year 65.8) million DM

Of this amount more than one third
each was due to the write-down

of non-interest bearing receivables

to present value, and to the write-down
of securities and treasury stock.

Taxes on Income,

Trade and Property (after Charges
to Subsidiary Companies)

2,130.1 (last year 1,840.0) million DM

The tax increase by 15.8% is compar-
able to the gain in total revenue

and net income. When judging tax
expenses, consideration has to

be given - as in prior years - to

the fact that the necessary non-tax
provisions, which were charged to
operations, are only partially allowed
for tax purposes. Tax back-payments
totalling 167.8 million DM were
covered by other reserves.

Other Expenses
1,843.9 (last year 1,658.5) million DM

These expenses, which increased
by 185.4 million DM, include admini-
strative and selling expenses including
sales commissions (the latter in-
creased more because of the shift
in sales to the domestic market),
rental expenses and additions to
reserves inasmuch as they have

to be shown here.

Net Income
539.7 (last year 473.9) million DM

Net income rose by 13.9% to 539.7
million DM. The return on net sales
was unchanged from last year at
2.3%.
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Proposal for the Application of Unappropriated Income

The financial statements as of December 31,1979, which have been
confirmed jointly by the Board of Directors and the Board of Management,
show unappropriated income of DM 270,321,890.

It is proposed to the Annual Meeting of Stockholders that the unappropriated
income be applied as follows:

Stuttgart-Untertuerkheim, March 28,1980

The Board of Management
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REPORT OF THE BOARD OF DIRECTORS

Covering the Business Year January 1 to December 31, 1979.

In the Board of Directors' meetings
of the past year, in numerous indi-
vidual meetings, and by means

of written and verbal reports we
have been informed in detail and
have consulted with the Board of
Management on the state of the
corporation and on principal matters
of corporate policy. In particular,
these discussions centered on em-
ployment trends, result of operations,
medium and long-range corporate
planning including capital spending
policy, and organizational and person-
nel-related questions. Furthermore,
we discussed important business
transactions and made business
decisions which by law or by-laws

had to be submitted to us for approval.

We have examined the financial
statements, the annual report, and
the recommendations for the payment
of dividends. The financial statements
as of December 31, 1979, the annual
report, and the accounting principles
used were verified by the Deutsche
Treuhand-Gesellschaft, Wirtschafts-
pruefungsgesellschaft, Frankfort/Main,
and have been found to be in
accordance with the books and with
the pertinent legal requirements. The
Board of Directors has approvingly
noted the results of this audit.

The results of the examinations
made by the Board of Directors
and the auditors have shown no
cause for questions. The Board of
Directors has reviewed the consoli-
dated financial statements, the con-
solidated annual report, and the
report of the auditors.

The financial statements of the corpo-
ration as submitted by the Board

of Management are hereby ratified
and approved, and we concur with

the recommendations of the Board

of Management regarding the payment
of dividends.

Mr. Otto Jacob, member of the Board
of Management from 1948 to 1974
passed away on October 5, 1979.

Mr. Jacob had actively managed

the purchasing department for 25
years; with this outstanding achieve-
ment, he significantly influenced

the development of the company.

Professor Dr. Zahn, after 21 years

as a member of the Board of Man-
agement at Daimler-Benz AG, 14
years of which chief executive, retired
effective December 31, 1979. During
these years, Professor Zahn gave

all his energy to our company. With
his great sense of responsibility,
clearsightedness, courage and power
of assertion, he decisively influenced
the development of Daimler-Benz
AG during the past two decades,
and together with his colleagues

he put into practice a corporate
policy which yielded great success.
In this report, the Board of Directors
wishes to express to Professor Zahn
its especial gratitude and recognition.

Mr. Heinz Schmidt, after 18 years

of service to Daimler-Benz, including
13 as a member of the Board of
Management for public relations,
retired at the end of the year. During
those years, he helped to portray

the public image of the company

and increased the company's standing
with great ability. We would like

to thank him here again.

Effective January 1, 1980, Dr. jur.
Gerhard Prinz was appointed chairman
of the Board of Management.

Mr. Walter Ulsamer was appointed
deputy member of the Board of

Management effective November 1,
1979, taking charge of purchasing.

On August 7, 1979, Mr. Manfred
Leiss retired from the Board of Direc-
tors of Daimler-Benz AG, to which
he had belonged as representative
of labor since June 21, 1978. For

his effective cooperation, we wish

to express our thanks. Mr. Bernhard
Wurl, Hofheim/Taunus, deputy man-
ager of the Board of the Metal Work-
ers' Union, has been appointed

to the Board of Directors of Daimler-
Benz AG, replacing Mr. Leiss.

Stuttgart-Untertuerkheim, April 1980

The Board of Directors

Chairman
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Balance Sheet of Daimler-Benz Aktiengesellschaft
as of December 31, 1979
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Statement of Income Daimler-Benz Aktiengesellschaft
for the Year Ended December 31, 1979

In 1979, pension payments to retirees and payments to the Daimler-Benz Provident Fund GmbH for The accounting; the annual financial statements and the

current obligations amounted to DM 119.399.143. In the following five years payments will in all management report, which we have examined with due care,
likelyhood be made amounting to 108, 116, 126,136, 148% of this amount. In 1979, a further comply with the statitory requirements and the company's by-laws.
contribution of 52,8 million D-Marks was made to the Daimler-Benz Provident Fund.

Stuttgart-Untertuerkheim, March 28, 1980 Frankfort (Main), April 17, 1980
Daimler-Benz Aktiengesellschaft

Deutsche Treuhand-Gesellschaft
Board of Management

Wirtschaftspruefungsgesellschaft

Prinz Breitschwerdt Hoppe Dr. Goerdeler Dr. Koschinsky
Niefer Osswald Wirtschaftspruefer Wirtschaftspruefer
Reuter Ulsamer

(independent auditors)



73

CONSOLIDATED ANNUAL REPORT
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Consolidated Financial Statements

COMPANIES INCLUDED
IN THE CONSOLIDATION

Consolidated financial statements
include domestic and foreign companies,
in which Daimler-Benz AG') has a
direct or indirect interest of more

than 50%. Besides the Daimler-

Benz AG 19 domestic and 46 foreign
affiliates were consolidated.

Domestic Companies

Daimler-Benz Aktiengesellschaft,
Stuttgart

Maschinenfabrik Esslingen
Aktiengesellschaft, Esslingen a.N.?)

Wohnungsbau GmbH WeinstralRe
Mettingen, Esslingen a. N.

Mercedes-Leasing-GmbH, Stuttgart?)

Daimler-Benz Project Consult GmbH,
Stuttgart

Daimler-Benz Wohnungsbau GmbH,
Stuttgart

Industrie- und Handelsbeteiligungen
GmbH, Stuttgart

Porcher & Meffert GmbH, Stuttgart
Wuerttembergische Baumwoll-
Spinnerei und -Weberei bei Esslingen
am Neckar Aktiengesellschaft,
Esslingen a.N.?)

Hanomag-Henschel GmbH, Hannover

Maschinen- und Werkzeugbau Zuffen-
hausen Aktiengesellschaft, Stuttgart
Holzindustrie Bruchsal GmbH, Bruchsal
Industriehandel Handels- und
Industrieausruestungsgesellschaft mbH,
Frankfort (Main)

Chemie- und Textilgesellschaft mbH
Friedrichshafen, Friedrichshafen
Rohtex Aktiengesellschaft

fuer Textilrohstoffe, Stuttgart
Daimler-Benz Grundstuecksgesellschaft
Hamburg mbH, Sitz Stuttgart

Daimler-Benz Grundstuecksgesellschaft
Bremen mbH, Sitz Stuttgart
Reparaturwerk Boeblingen GmbH,
Boeblingen

Mercedes-Versicherungsdienst GmbH,
Stuttgart?)

) Henceforth DBAG
2) change of company name in 1979
) Added to consolidation in 1979

Foreign Companies

Mercedes-Benz do Brasil S.A.,

Sao Bernardo do Campo/Brazil
Sociedade Tecnica de Fundigoes
Gerais S.A., Sao Paulo, Brazil

Euclid Inc., Cleveland/U.S.A.

Euclid Canada Ltd., Guelph/Canada
Euclid International Sales Corporation,
Cleveland/U.S.A.

Euclid Australia Pty. Ltd., Brisbane/
Australia

Euclid Parts Sales Company,
Cleveland/U.S.A.

Euclid Belgium S.A., Brussels/Belgium
Euclid (South Africa) (Proprietary)
Limited, Johannesburg/South Africa
Mercedes-Benz Argentina S.A,,
Buenos Aires/Argentina

Circulo Cerrado S.A. de Ahorro para
Fines Determinados, Buenos Aires/
Argentina

INVAL S.R.L., Buenos Aires/Argentina
Daimler-Benz Holding AG,
Zurich/Switzerland

Daimler-Benz Finanz AG,
Zurich/Switzerland

Daimler-Benz Finanz-Holding S.A.,
Luxemburg/Luxemburg

Brasfinanz AG, Zurich/Switzerland
Merfina S.p.A., Rome/ltaly
Handelsgesellschaft fur Daimler-Benz
Erzeugnisse AG, Zurich/Switzerland

Société Immobiliere du 83 Boulevard
Gambetta a Nice, Rocquencourt/
France®)

Sofidel S.A., Rocquencourt/France
Mercedes-Benz France S.A.,
Rocquencourt/France

Sorevit-Metz S.A., Metz/France3)
Société Immobiliere Grande Armee
Brunei S.A., Rocquencourt/France

Omnium Lyonnais de Vehicules
Industriels S.A., St. Genis-Laval/France
Fechtig Diesel S.A., Fenouillet/France

Longchamp Rond-Point S.A., Paris/
France

Geneve de Pressense S.C.l.,

St. Denis/France

La Fontaine aux Bretons S.C.I.,

La Courneuve/France

Sorevit-Bourges S.A.,
Bourges/France®)

Comptoir de Vehicules Industriels
S.A., St. Georges de Reneins/France®)
L'Etang du Parc de Rocquencourt
S.C.l., Rocquencourt/France

Le Val du Parc de Rocquencourt
S.C.l., Rocquencourt/France

Les Hauts du Parc de Rocquencourt
S.C.l., Rocquencourt/France

La Commanderie S.C.I., Bourges/
France®)

Rafic S.A., Rocquencourt/France
Mercedes-Benz of North America, Inc.,
Montvale/U.S.A.

Mercedes-Benz Service Corporation,
Wilmington/U.S.A.

Daimler-Benz of North America Inc.,
New York/U.S.A.

Mercedes-Benz of Canada Ltd.,
Toronto/Canada

Mercedes-Benz (United Kingdom)
Ltd., Hayes/Great Britain

Woking Motors Ltd., Brentford/
Great Britain

Mercedes-Benz Commercial G.B.
Ltd., Hayes/Great Britain
Daimler-Benz (Australia) Pty. Ltd.,
Mulgrave/Australia

Mercedes-Benz (Australia) Pty. Ltd.,
Mulgrave/Australia

Mercedes-Benz ltalia S.p.A.,
Rome/ltaly



Some foreign subsidiaries with no
business functions or with negligible
business volume were not consoli-
dated. As in previous years, companies
providing only payments for old-age
security were not consolidated as

they are not considered subsidiaries
under the law. The following companies
fall under this category:

Daimler-Benz Unterstuetzungskasse
GmbH, Stuttgart

Holzindustrie Bruchsal Unterstuet-
zungskasse GmbH, Bruchsal
Bruehler Unterstuetzungsgesellschaft
mbH der Wuerttembergische Baum-
woll-Spinnerei und -Weberei bei
Esslingen a. N., Esslingen a. N.

All the companies not consolidated

during the year had no transactions
which would have materially affected
the company's financial position.

PRINCIPLES OF
CONSOLIDATION

The domestic financial statements
were prepared and audited in com-
pliance with the German Company
Act. The individual foreign financial
statements - which had been prepared
and audited in accordance with the
laws of the respective countries -
have been adjusted to conform

to the presentation and valuation
requirements of the German
Company Act.

Currency conversions of our foreign
subsidiaries' financial statements

were done for fixed assets on the
basis of historical exchange rates
(rates in effect at the time of acquisi-
tion), at year-end rates for current
assets, liabilities and unappropriated
income proposed for dividend distribu-
tion; stockholders' equity is the remain-
ing difference. Income and expenses
are converted at average annual
exchange rates. Excepted therefrom
are depreciation expenses and

profits or losses from sale of fixed
assets; they were calculated on the
basis of historical exchange rates.
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Upon comparison with last year, a
reduction of net equity results from the
devaluation of some currencies in relation
to the DM. This occurs in the event
net equity is higher than the fixed

and long-term financial assets, which
are converted into D-Marks at historical
rates. Because the majority of foreign
subsidiaries also finance a portion

of current assets with equity capital,
there was a conversion difference
which was charged off to profit and
loss. The effects of inflationary profits
are thus eliminated; they show up

in the high amount of excess interest
income over interest expense at

our South American subsidiaries,
particularly at Mercedes-Benz do
Brasil. The difference resulting from
conversion of the individual items

in the consolidated statements of
income at average annual exchange
rates and the individual balance

sheet items at the rates in effect

on December 31 was also reflected

in the income statement.

Despite the above mentioned exchange
difference, the foreign subsidiaries
have maintained their equity capital
overall; they show net income for

the year ended December 31, 1979

of 131.2 (last year 153.7) million DM.
The decline by 22.5 million DM was
essentially caused by the extraordinary,
roughly 30% devaluation of the
Brazilian cruzeiro in December of
1979.

The capital consolidation was effected
in accordance with the principle of
"First Consolidation". Thus, in the
year of acquisition the relevant share
capital and retained earnings of the
subsidiary are eliminated against

the parent's investment account,

and the difference - which is reflected
as a component of equity - is shown
as "Cost of Investments in Consoli-
dated Subsidiaries in Excess of or
Below Book Value at Acquisition".

Profits earned by foreign subsidiaries

in subsequent years - excluding
minority interests - were added to
retained earnings. The amount allocated
in 1979 for dividends to shareholders

in the amount of 270.3 million DM

is thus the same in the consolidated
financial statements and those of
DBAG.

Intercompany receivables and payables
have been eliminated. Intercompany
sales and intercompany profits from
sales of fixed assets and inventories
were likewise eliminated.

CONSOLIDATED
BALANCE SHEET

Fixed assets rose by 548.5 to 3,846.4
million DM and current assets by
707.1 to 10,270.1 million DM. The
fixed asset portion of total assets
increased to 27.3 (last year 25.6)%.

Stockholders' equity’) amounted

to 4,680.6 million DM; out of net
income for the year, a total of 367.7
million was added to retained earnings.
Liabilities and reserves increased

by 869.6 to 9,227.3 million DM. The
proportion of stockholders' equity

to liabilities and reserves (about one
third to two thirds) remained nearly
unchanged from last year.

The ratio of fixed assets to equity
has declined from last year as a
result of the large capital spending
volume, as might have been ex-
pected; this ratio amounted to 121.7
(last year 129.7)%. Because DBAG
leaves the largest portion of the
subsidiaries' earnings in these com-
panies to strengthen their equity
base, the ratio of fixed assets to
equity in the consolidated balance
sheet is better than that of DBAG.

The major balance sheet items and
their changes in comparison to last
year are explained hereunder; approx-
imately three quarters of the balance
sheet items are accounted for by
DBAG (also see "Comparison of
Balance Sheets as of December 31,
1979", page 76).

%) Capital stock, retained earnings, minority interests in
subsidiaries and special equity reserves.
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Comparison of Balance Sheets as of December 31, 1979

(in condensed form)

STOCKHOLDERS' EQUITY, LIABILITIES ETC.



ASSETS

Property, Plant and Equipment
3,556.2 (last year 3,022.5) million DM

Capital investments amounted to
1,905.1 million DM as contrasted

with disposals and depreciation ex-
penses of 58.1 and 1,313.3 million DM
repectively. These investments were
made primarily by DBAG (81.9%) and
by Mercedes-Leasing-GmbH (7.8%)
as a result of expanded business
volume, and by Mercedes-Benz

do Brasil S.A. (4.5%). The major
portion of depreciation was accounted
for by DBAG and Mercedes-Benz

do Brasil (1,094.3 and 99.9 million DM
respectively).

Investment in Affiliated Companies
122.1 (last year 126.0) million DM

Under this heading are shown invest-
ments in affiliated companies which
are not consolidated. They are mostly
for investments in Motoren- und
Turbinen-Union Muenchen GmbH,
Muenchen, in Gelaendefahrzeug
Gesellschaft mbH, Graz, and in Merfag
AG, Zuerich.

Inventories
3,452.9 (last year 3,094.4) million DM

They increased by 358.5 million DM;
DBAG alone increased inventories

by 319.5 million DM. DBAG accounted
for 73.4%, our distribution companies
for 14.7% and our manufacturing com-
panies in North and South America
for 11.4 % of the balance sheet total
for inventories.
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Accounts Receivable - Trade
1,748.3 (last year 1,859.6) million DM
Notes Receivable

189.2 (last year 182.7) million DM
Receivables from Non-Consolidated
Companies

12.8 (last year 7.7) million DM

The decline of total receivables by
99.7 million DM occurred mostly

at DBAG. Notes receivable from
consolidated companies in the amount
of 204.8 (last year 296.4) million DM
and intercompany receivables and
payables of consolidated companies
totalling 734.2 (last year 665.6) million
DM have been eliminated in
consolidation.

Cash

1,812.5 (last year 1,862.6) million DM
Securities

1,240.4 (last year 1,156.4) million DM

These items totalling approx. 3 billion
DM are nearly unchanged from last

year; foreign subsidiaries accounted
for about one third of the total.

Other Assets
1,726.6 (last year 1,332.0) million DM

The rise by 394.6 million DM was
largely the result of increases of
329.5 million DM at DBAG. Just

as last year, they represent primarily
liquidity investments in the form

of short-term debt instruments.

STOCKHOLDERS' EQUITY,
LIABILITIES, etc.

Capital and Retained Earnings

The capital stock of 1,359.0 million DM
in the consolidated balance sheet

is identical with the capital stock

in the Daimler-Benz AG balance sheet
and is unchanged from last year.

In retained earnings of 3,135.0

(last year 2,759.7) million DM are
included "capital surplus"”, "cost of in-
vestments in consolidated subsidiaries
below book value at acquisition”,

and "unallocated retained earnings".

The capital surplus represents the
difference between par value and
amounts paid in for new shares as

a result of the capital increase in 1977.

The cost of investments in consolidated
subsidiaries below book value at
acquisition in the amount of 30.4

(last year 22.0) million DM is the

net difference between debit balances
of 60.5 (last year 67.8) million DM

and credit balances of 90.9 (last

year 89.8) million DM. The debit
balances represent cost of investments
in excess of book value at time of
acquisition. The credit balances arose
in connection with the purchase

of our South American subsidiaries

in the fifties when portions of the
contractual purchase price were

paid for with machinery and equipment.

The decrease of the debit balances
- resulting in an increase in the net
credit balance shown in the balance
sheet - is largely caused by a partial
write-off of a Mercedes-Benz do
Brasil subsidiary.



Unallocated retained earnings are
comprised of "open retained earnings”
of DBAG (excluding capital surplus
which is shown separately) and income
earned subsequent to the acquisition
date of subsidiaries. Profits or losses
as a result of consolidation measures
are credited or debited here.

Minority Interests in Subsidiaries
10.0 (last year 9.9) million DM

This item is nearly unchanged from

last year and represents third party
minority interests in stockholders'
equity and retained earnings of consoli-
dated subsidiaries.

Special Equity Reserves
176.6 (last year 147.0) million DM

They represent mostly items shown
in DBAG's balance sheet and
amounted to 120.6 (last year 94.6)
million DM; moreover, they include
a reserve for price increases at Mer-
cedes-Benz France amounting to
50.3 (last year 49.0) million DM.

Allowance for Doubtful Accounts
208.6 (last year 227.6) million DM

The decrease of 19.0 million DM
resulted from lower receivables at
the end of 1979. The write-down to
uniformly 10% of total receivables
recognizes the general credit risk
inherent in receivables.
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Reserves
4,540.9 (last year 4,057.7) million DM

They increased by 483.2 million DM
as compared to last year. The relatively
large share of DBAG (90.6%) can
mostly be attributed to the fact that
warranty obligations, guarantee and
litigation risks are primarily borne

by DBAG.

Liabilities With a Term of More
Than Four Years
418.7 (last year 420.0) million DM

These liabilities are mostly those

of DBAG amounting to 251.5 million
DM and of Daimler-Benz Finanz-
Holding S.A., Luxemburg, amounting
to 90.0 million DM for a 8% Luxem-
burg bond issued in 1970 and maturing
in 1985.

Liabilities to Provident Funds of
DBAG and Subsidiary Companies
424.0 (last year 414.0) million DM

These are mostly for borrowings

by DBAG and Daimler-Benz
Wohnungsbau GmbH from the Daimler-
Benz Provident Fund GmbH.

Other Liabilities
3,572.3 (last year 3,219.7) million DM

The increase by 352.6 million DM

is mainly in trade payables, mostly

at DBAG as a result of the higher
volume of business, and in other
liabilities. Moreover, in order to finance
the increased current assets, particu-
larly of some of our European distribu-
tion companies, we have obtained
additional bank credits in 1979.

CONSOLIDATED
STATEMENT OF INCOME

Net Sales
27,367.4 (last year 24,235.9)
million DM

The increase amounted to 3,131.5
million DM. The German and foreign
markets accounted for 47.3% and
52.7% respectively of total net sales.

Expenditures for Raw Materials,
Supplies, Other Materials,
Purchased Goods

14,176.7 (last year 12,212.2)
million DM

The rise in expenditures for materials
by 1,964.5 million DM resulted primarily
from production increases at DBAG
and at our South American companies.
The larger percentage increase in
comparison to sales revenue is also
the consequence of the changed
manufacturing structure in favor of

the more material-intensive heavy-duty
trucks.

Other Interest and Similar Income
641.4 (last year 521.6) million DM
Interest and Similar Charges

133.5 (last year 139.5) million DM

The excess of interest income over
interest expenses rose by 125.8

to 507.9 million DM as compared

to last year. Our foreign subsidiaries
accounted for 263.6 million DM of
that total. Investments of liquid assets
- particularly of our foreign subsidiaries-
resulted in high interest income
commensurate with the inflation-
caused high interest rates in effect.
They did not, however, compensate
for the loss of purchasing power

of cash assets. The fictitious profit
resulting from the interest income

is offset in the income statement

by charges for the losses from
currency translations, as has been
mentioned before in another part

of the report.



Other Income
278.4 (last year 164.0) million DM

The increase by 114.4 million DM
occurred largely at DBAG and at
Mercedes-Benz do Brasil. Export
sales by this subsidiary resulted

in additional exchange profits.

Personnel Costs
7,574.2 (last year 6,721.6)
million DM

Personnel Costs increased

by 852.6 million DM (12.7%). They
are attributed to higher employment
levels and union wage increases.
The share of personnel costs in
terms of total revenue has declined
slightly to 26.9 (last year 27.4)%

on account of the favorable capacity
utilization, particularly at DBAG.

Taxes on Income,

Trade and Property
2,378.0 (last year 2,101.0)
million DM

The increase by 277.0 million DM
is exclusively attributed to domestic
companies. Foreign subsidiaries
account for about 10% of the total
tax expenses.
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Other Expenses
2,816.7 (last year 2,355.4) million DM

The expenses combined here in-
creased by 461.3 million DM over
last year, of which 185.4 million DM
are attributed to DBAG. Also included
in this item - apart from administrative
and selling expenses including sales
commissions, and expenses for
leased property - is the reduction of
the equity capital as a result of currency
translations of the individual financial
statements of foreign subsidiaries.

The increase by 45.0 million DM
resulted from higher earnings of

72.3 million DM at DBAG and domes-
tic subsidiaries; in contrast thereto,
earnings of our foreign subsidiaries
declined by 22.5 million DM. Charges
to income as a result of consolidation

eliminationsincreased by 4.8 million DM.

Status of Guarantees Not Evident
in Consolidated Financial Statements

In addition to the contingent liabilities
shown on the DBAG balance sheet,
there were other obligations with
respect to subsidiaries included

in the consolidation totalling DM
23,000. They comprise liabilities

for stock subscriptions, joint and
several liability in accordance with
Section 24 of the Limited Liability
Company Act, and guarantees for
cooperatives owned by consolidated
companies. One foreign subsidiary
pledged 4.5 million DM in inventories
as security for a bank loan.
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Consolidated Balance Sheet as of December 31, 1979
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Consolidated Statement of Income
for the Year Ended December 31, 1979

Stuttgart-Untertuerkheim, March 28, 1980

Daimler-Benz Aktiengesellschaft
Board of Management
Prinz Breitschwerdt Hoppe

Niefer Osswald
Reuter Ulsamer

The consolidated financial statements and the reports relating
thereto, which we have examined with due care, comply with
the statitory requirements.

Frankfort (Main), April 17, 1980

Deutsche Treuhand-Gesellschaft
Wirtschaftspruefungsgesellschaft

Schnicke Dr. Koschinsky
Wirtschaftspruefer Wirtschaftspruefer
(independent auditors)
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APPENDIX
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Daimler-Benz Highlights
1970-1979
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1) Including additions to retained earnings as resolved by the annual meeting.
2

Comprising: Liability reserves of a long and medium-term nature, long-term liabilities to banks and to Daimler-Benz - Provident Fund GmbH
%) Including additional taxes as a result of resolution by the General Meeting.

4y Effective July 1, 1970, actual and not provisions are shown.
°) Retroactive dividend entitlement of new shares from capital increase out of retained earnings (4 to 1) in 1972.
%) Full dividend entitlement of new shares from capital increase out of retained earnings (4 to 1).

) 50% dividend entitlement of the new common shares as a result of the December capital increase (7 to 1 to par value).
®) For our stockholders who are liable for income taxes in the Federal Republic of Germany.
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Production and Sales Data

*) Figures of Daimler-Benz including all Unimog vehicles and MB-trac.
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Percentage Changes in Production and Sales

* Figures of Daimler-Benz including all Unimog vehicles and MB-trac.
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Car Industry of Leading Countries

*) Figures are partly estimated.
1 From 1978 on, actual figures excluding major component sets.
?) Including exports to Canada.
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Car Production Trends of Leading Countries
1959-1979
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Commercial Vehicle Industry of Leading Countries

*) Figures are partly estimated.
1 From 1978 on, actual figures excluding major component sets.
?) Including exports to Canada.
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Commercial Vehicle Production Trends of Leading Countries
1959-1979
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