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Key Figures

DaimlerChrysler Group

2002 2002 2001 2000 02/01
Amounts in millions uss' € € € Changein%
Revenues 156,838 149,583 152,873 | 162,384 -2
European Union 48,803 46,546 45,640 @ 50,348 +2
of which: Germany 24,242 23,121 24,340 = 25,988 -5
North America 92,091 87,831 91,916 | 95,939 -4
of which: USA 81,454 77,686 81,132 | 84,503 -4
Other markets 15,944 15,206 15,317 | 16,097 -1
Employees (at year-end) 365,571 372,470 @ 416,501 -2
Research and development costs 6,455 6,156 6,008 7,395 +2
Investments in property,
plant and equipment 7,492 7,145 8,896 10,392 -20
Cash provided by operating activities 18,659 17,796 15,944 16,017 +12
Operating profit (loss) 7,186 6,854  (1,318) 9,752 .
Operating profit adjusted 2 6,112 5,829 1,345 5,213 +333
Net income (loss) 4,947 4,718 (662) 7,894
per share (in US $/€) 4.91 4.68 (0.66) 7.87 .
Net income adjusted 2 3,490 3,329 730 3,481 +356
per share (in US $/€) 2 3.46 3.30 0.73 3.47 +352
Total dividend 1,593 1,519 1,003 2,358 +51
Dividend per share (in €) 1.50 1.00 2.35 +50

1 Rate of exchange: €1 = US$1.0485 (based on the noon buying rate on Dec. 31, 2002).

2 To exclude one-time effects, see pages 68-73.



Divisions

Mercedes Car Group

Percentage of Sales

2002 2002 2001
Amounts in millions uUss$ € € 9% S-Class/SL
Operating profit 3,166 3,020 2,951 [ E-Class
Operating profit adjusted’ 3,166 3,020 2,961
Revenues 52,603 50,170 47,705 - eerhntant
Investments in property,
plant and equipment 2,616 2,495 2,061
Research and
development expenditure 2,930 2,794 2,402 i) A-Class
Unit sales 1.232,334 1,229,688 9% M-Class/G-Class
Employees (Dec. 31) 101,778 102,223 10% | smart
Chrysler Group Percentage of Sales

2002 2002 2001
Amounts in millions Us $ € € 24% Passenger Cars
Operating profit (loss) 639 609 (5,281)
Operating profit (loss) -
adjusted’ 1,381 1,317 (2,183) 24%  Light Trucks
Revenues 63,100 60,181 63,483
Investments in property, 20% Minivans
plant and equipment 3,308 3,155 5,083
Research and oors BT
development expenditure 2,162 2,062 2,201 s
Unit sales 2,822,659 2,755,919
Employees (Dec. 31) 95,835 104,057
Commercial Vehicles Percentage of Sales

2002 2002 2001
Amounts in millions uss$ € € 51% Vans (incl. V-Class)
Operating profit (loss) (360) (343) (514)
Operating profit adjusted’ 185 176 51
Revenues 29,778 28,401 28,572
Investments in property,
plant and equipment 1,324 1,263 1,484 44% Trucks/Unimogs
Research and
development expenditure 1,006 959 1,015
Unit sales 485,408 492,851
Employees (Dec. 31) 94,111 96,644 5% Buses




Services

2002 2002 2001
Amounts in millions us$ € €
Operating profit 3,208 3,060 612
Operating profit adjusted’ 1,011 964 578
Revenues 16,460 15,699 16,851
Investments in property,
plant and equipment 100 95 12
Employees (Dec. 31) 10,521 9,712
Other Activities

2002 2002 2001
Amounts in millions uss € €
Operating profit 947 903 1,181
Operating profit adjusted’ 783 747 205
Revenues 2,855 2,723 4,507
Investments in property,
plant and equipment 144 137 168
Research and
development expenditure 358 341 390
Employees (Dec. 31) 21,184 21,101

1 To exclude one-time effects

12

16

18

26

34

42

44

48

52

54

56

58

60

64

67

144

146

147

150

156

157

158

160

161

Chairman’s Letter

Board of Management

Business Review

Outlook

DaimlerChrysler Worldwide
Mercedes Car Group

Chrysler Group

Commercial Vehicles

Executive Automotive Committee
Services

Other Activities

Research and Technology
Alternative Drive Systems
DaimlerChrysler and the Environment
Global Procurement and Supply
DaimlerChrysler’s Social Responsibility
Human Resources

Financial Reporting

Major Subsidiaries

Supervisory Board

Report of the Supervisory Board
Corporate Governance

International Representative Offices
Seven-Year Summary

The DaimlerChrysler Share
Addresses / Information

Financial Diary 2003



Investor Relations Internet Services

The interactive Annual Report 2002 is the electronic
counterpart of the printed version. It can be used on
the Internet, has a user-friendly navigation system and
offers convenient additional functions. Interesting
background information is available via numerous links
to other pages or videos.

An extensive “Investor Relations” section is a part of
the Group’s Internet site at www.daimlerchrysler.com.
It offers practically everything that interested persons,
investors and analysts would like to know about

the company’s business and shares. It includes, for
example, the Group’s consolidated annual and interim
reports, the individual financial statements of Daimler-
Chrysler AG, and reports to the US Stock Exchange
Commission (SEC). In addition, you will find current
share-price movements, reports, presentations, an over-
view of various performance measures and a mailing
service. Before the Annual Meeting we offer an extensive
service for our shareholders, with, among other things,
the possibility to order entrance tickets online or to
authorize proxies and issue voting instructions.

Financial Diary 2003

Financial Diary 2003

Annual Results Press Conference
Annual Report Presentation
February 20, 2003, 10:00 a.m.
Mercedes-Benz Event Center (MEC)
Sindelfingen

Analysts’ and Investors’ Conference Call
February 20, 2003, 3:00 p.m.

Annual Meeting
April 9, 2003, 10:00 a.m.
Messe Berlin

Interim Report Q1 2003
April 24, 2003

Interim Report Q2 2003
July 24, 2003

Interim Report Q3 2003
October 21, 2003

161



Our Brands. Our Heritage. Our Future.

Our customers and employees are attached to all of our brands through
unique and very personal experiences. In this Annual Report we are
delighted to present a range of vehicles from our brands, photographed
in many locations all over the world.

Welcome to the fascinating world of DaimlerChrysler.
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Chairman’s Letter

Mos Clisrecbiololes g,

The year 2002 was a satisfactory one for DaimlerChrysler, considering the very difficult market
conditions and growing political uncertainty worldwide.

With real GDP growth of 1.8% in 2002 the world economy suffered another tough year. Whereas
North America and parts of emerging Asia had been able to keep the world engine at least running,
Japan, continental Europe and South America disappointed again. The high degree of uncertainty
and the global lack of consumer and investor confidence have been major obstacles to a more
favorable development.

DaimlerChrysler performance in 2002. In view of the economic situation, on the whole we are
satisfied with the results for 2002. We have increased our Operating Profit to €5.8 billion. While
markets for passenger cars and commercial vehicles deteriorated, we recorded an Operating
Profit of more than four times the previous year’s level. In addition, we strengthened further the
company’s balance sheet, with amplified cash flow and significant debt reduction. This is an
accomplishment of our entire team at DaimlerChrysler — a great effort for which the Board of
Management would like to extend its sincere appreciation to our employees all around the world.

The increased strength of our earning capacity and our confidence in the future development
of our Group is also reflected in our dividend recommendation. We will propose to the Annual
General Meeting an increase in the dividend from €1 to €1.50 per share. This corresponds to a
total dividend payment of €1.52 billion.

DaimlerChrysler Outlook 2003. 2002 was an important year on our road to sustainable
profitability. Based on what is now a much improved foundation, we will continue to increase
our efficiency in all divisions and to push ahead with our product offensives. Furthermore, we
will continue to work cross-divisionally to maximize the individual strengths of our businesses
across the Group.

For 2003, on a Group level we are planning to achieve higher earnings than last year. Against the
current difficult economic background, it would be irresponsible to give a more detailed outlook.
Those factors of our business over which we have direct influence are under control. We have to
bear in mind, however, that the increasing uncertainty surrounding global economics
and politics can affect our business.
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Divisional review. As far as sales, revenues and Operating Profit are concerned, the Mercedes Car
Group again surpassed the record results of the previous year. At the same time, Mercedes-Benz
has been able to gain market share in predominantly declining markets. As a result, the brand
with the star continued to strengthen its leading position among the luxury brands. At present,
we have the most attractive and up-to-date product line-up in our history and we will vigorously
continue our product offensive.

The Chrysler Group has made outstanding progress: substantial cost reductions as well as
significant increases in efficiency have been achieved, sooner than was expected. The Operating
Profit has exceeded our original planning. This result was achieved in an extremely challenging
business environment, as the US market in 2002 was dominated by very high incentives. We have
every indication that this trend will continue. With much improved quality and image, a large
variety of attractive models in the pipeline and continued efficiency enhancements, the Chrysler
Group is well positioned for this increasing competition.

In our Commercial Vehicles Division, the past year was characterized by significant progress
with the restructuring of our American commercial vehicles subsidiary Freightliner. Here we
achieved break-even much earlier than originally forecast. In Europe and Latin America, our trucks,
buses and vans were able to maintain their position in a difficult environment. Despite the
improved results for last year, we are not satisfied with the profit in absolute terms. Therefore,
we are working diligently at turning our position as the world’s market leader into increased

profitability.

Our Services division has made very good progress. The past year has shown a significant
increase in Operating Profit. DaimlerChrysler Services continued to focus on the automotive
business and strengthen its support for our car and truck brands — through extended financial
services offered by the this year’s founded DaimlerChrysler Bank, for example.

Our alliance partner Mitsubishi Motors has made great strides forward with its restructuring
program. In addition to its cost saving and efficiency enhancement initiatives, there is now strong
emphasis on future products.

Strategy implementation. The achievements of 2002 demonstrate that DaimlerChrysler is
moving steadily ahead. However, we have not yet reached our ultimate target which is to become
the leading automotive company.

We strive to be present in every important market, with fascinating brands and products at the
leading edge of innovation and technology. This is our strategy and we will further implement it
with vigor and dedication:
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- On a global scale, DaimlerChrysler is the automotive company with the best-balanced regional

structure, covering every important market. In the Triad markets — USA, Western Europe and
Japan — we suffer from stagnation and increasing competition.

For this reason we have opened new and important opportunities in South East Asia, the
location for the most dynamic future growth in world markets. Our participation in Fuso will
further strengthen our position in Japan. The joint venture with Hyundai Motor Company
provides us with access to the Korean commercial vehicle market and - by taking advantage of
low cost structures in Korea — we will be able to serve markets we had previously to ignore.

At present, China is of special importance to us. It is undoubtedly a market with tremendous
prospects, and one in which DaimlerChrysler will further strengthen its mid-term competitive
position.

Our brands are distinctively positioned and combine to present the most powerful portfolio in
our industry. No other manufacturer offers such an attractive variety at comparable production
volumes.

We will continuously develop this range further. Recent examples are the reintroduction of
Maybach and the product extension at smart. At DaimlerChrysler, such decisions are governed
by the strictest multi-brand management approach: company-wide exchange of best practice
while always safe-guarding the extraordinary uniqueness of all of our brands.

Our customers’ needs are the engine that drives our product development. Today we offer
virtually any customer a vehicle tailored to his or her requirements. It is clear, however, that the
needs and wishes of customers will in future become even more varied. In order to meet this
demand, we will launch more than 40 attractive new models over the next three years. The new
Mercedes-Benz E-Class station wagon, the Mercedes McLaren SLR, the smart forfour, the
Chrysler Crossfire and the Chrysler Pacifica, the Dodge LX, the Mercedes-Benz Accelo truck,
and the new Mercedes-Benz Vito are but a few. Our partner Mitsubishi Motors expects to
launch twelve new vehicles between 2002 and 2007.

On top of this, we enjoy our industry’s lead position in technology and innovation — a place we
have occupied since the invention of the automobile more than a century ago. Our aim is to
continue to provide customers with cutting-edge innovations that have clear and recognizable
value.

For example, DaimlerChrysler follows with dedication its vision of accident-free driving.

By combining active and passive safety features, the car of the future should be able to predict
a possible accident and to support the driver’s reaction if necessary.

Furthermore, DaimlerChrysler is accelerating its efforts in the research and development of
engines using alternative fuels. We are the company developing both methanol and hydrogen
technology. That means that we are very well prepared for varying environmental scenarios.
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The constant progress made in terms of implementing our strategy is further leveraged through
close inter-divisional cooperation and integration. This integration process is driven by the
Executive Automotive Committee (EAC), which serves as a steering group for our worldwide auto-
motive business. The EAC ensures extensive Group-wide exchanges of technologies, know-how
and components. In 2002, the EAC dealt successfully with a multitude of cross-divisional projects.
We have already realized a number of significant savings. Furthermore, during 2004 the first
products of joint development programs will be on the road.

The DaimlerChrysler Share. The stock markets have not yet given tangible recognition to our
achievements, nor to our potential. Many investors appreciate the substantial strides that our
company has made. However, the current difficult conditions in the worldwide capital markets
mean that our progress is not yet fully mirrored in the share price. Nonetheless, we are confident
that in the mid-term our share price will reflect more appropriately the underlying strength of

our company.

Excellence in people. DaimlerChrysler is very well prepared for the challenges of the future.
This is also due to the fact that we can rely on the support of our extraordinary employees, over
360,000 people who combine professionalism with creativity and great compassion. They are
people whose quality, enthusiasm and confidence blend in a unique corporate culture that has
built us into one of the world’s most respected employers.

Our culture extends beyond pure business. One such area in which we feel the need for
tremendous dedication is Corporate Social Responsibility. DaimlerChrysler regards itself as a fully
active member of society. Our well-known initiative against HIV /AIDS is but one example from a
long list of social responsibility programs aimed at deserving humanitarian, environmental, social
and cultural causes. You will find an overview of our various activities in this area in a separate
chapter of this Annual Report.

Dear shareholders,

During 2002, DaimlerChrysler has made significant progress on its way to sustainable profitability.
Looking ahead, it is certain that the climate for 2003 will be a very challenging one. Nonetheless,
my colleagues on the Board of Management and | have no doubt that your company will manage
to continue on its successful path.

Sincerely yours

/-V‘/MM
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Business Review

Operating profit excluding one-time effects of €5.8 billion,
more than four times as high as in 2001 despite unfavorable
global economic backdrop | Continued high earnings

at Mercedes Car Group | Significantly improved efficiency at
Chrysler Group and Freightliner | Increased earnings at
Services | Net income of €4.7 billion again strongly positive
(2001: net loss of €0.7 billion); adjusted to exclude one-time
effects €3.3 billion (2001: €0.7 billion) | Proposed dividend
of €1.50 per share (2001: €1.00)

Significant earnings improvement due to measures
taken to improve competitiveness

In 2002, DaimlerChrysler achieved an operating profit
excluding one-time effects of €5.8 billion. Despite
difficult market conditions worldwide, this result is more
than four times as high as in 2001 (€1.3 billion). The
significant improvement in earnings was primarily due
to the successful implementation of programs to
increase efficiency and improve competitiveness in all
business units, in particular at Chrysler Group and
Freightliner.

Operating profit including one-time effects was €6.9
billion, after an operating loss of €1.3 billion in 2001.
Positive one-time effects were reported totalling €2.6
billion. These include one-time gains as a result of the
sale of our 49.9% ownership interest in T-Systems ITS
(formerly debis Systemhaus) and of the sale of our 40%
stake in TEMIC. One-time expenses of €1.6 billion were
incurred at Chrysler Group in connection with the turn-
around plan announced in February 2001, as well as
at the Commercial Vehicles and Services divisions (see
pages 68-71).

Despite higher expenditure on the introduction of new
models and difficult market conditions, the contribution
to earnings of €3.0 billion made by the Mercedes Car
Group division slightly exceeded the high prior year’s
result. Chrysler Group again achieved a positive operat-
ing profit, €1.3 billion excluding and €0.6 billion includ-
ing one-time effects, reflecting in particular the positive
effects on profitability from the activities aimed at
cutting costs and improving efficiency. The moderate
increase in the Commercial Vehicles division’s operating

profit (adjusted to exclude one-time effects) over the
prior year’s result was partly the result of the progress
made at Freightliner and was achieved against the back-
drop of an unfavorable market situation. The Services
division succeeded in increasing its adjusted operating
profit due to more favorable refinancing conditions and
a lower risk-provisioning requirement in the financial-
services business. Other Activities contributed a total of
€747 million (2001: €205 million) to the Group’s total
operating profit excluding one-time effects, reflecting in
particular the higher profit contribution from Mitsubishi
Motors (see pages 50-51). The MTU Aero Engines
business unit and EADS also made positive contributions
to DaimlerChrysler’s operating profit once again (see
pages 48-50).

Net income excluding one-time effects rose to €3.3
billion, after €0.7 billion in 2001 (net earnings per share
of €3.30 after earnings per share of €0.73 in 2001).
Including one-time effects, net income rose to €4.7
billion after a net loss of €0.7 billion in the prior year,
and earnings per share improved to €4.68 after a loss
per share of €0.66 in 2001.

Proposed higher dividend of €1.50

As a result of the significant improvement in earnings,
the Board of Management and the Supervisory Board
will propose to the shareholders at the Annual Meeting
that the dividend for 2002 is increased to €1.50 per
share (2001: €1.00). The total dividend distribution will
therefore increase from €1,003 million to €1,519
million.

No stimulus from the global economy

In the first half of 2002 there were still hopes of a global
economic upswing in the second half of the year.
Unfortunately this did not materialize. Although growth
in North America was a little stronger than in the weak
prior year, it was not strong and stable enough to deliver
any real stimulus to the world economy, and growth
rates in Western Europe remained at a low level. Japan’s
economic output declined once again in 2002, and
economic and financial crises led to recession in many
of the countries of South America. However, there were
above-average growth rates in the emerging markets of



Asia and in Eastern Europe. Weighted for each country’s
share of the Group’s revenues, there was economic
growth in the markets in which DaimlerChrysler operates
of 1.8%, which was better than the 1.2% of 2001 but still
well below the long-term trend of slightly more than 3%.
During the course of the year, the euro appreciated
in value by 19% against the US dollar, by 7% against the
British pound and by 8% against the Japanese yen.

Difficult markets worldwide

The competitive situation in the international auto-
motive industry intensified in 2002, for both passenger
cars and commercial vehicles in nearly all market
segments.

Supported by high sales incentives and attractive
financing packages, total unit sales in the United States
of 17.1 million passenger cars and commercial vehicles
were still at a high level (2001: 17.5 million). However
demand for passenger cars in Japan and Western
Europe was weak once again, although some stabilizing
effects came from the strong market in the United
Kingdom and continuing strong demand for diesel vehi-
cles in Western Europe. The size of the overall market
in Germany decreased for the third year in succession.
Demand for passenger cars in South America declined
substantially, and there was no significant stimulus from
the markets of Eastern Europe. The only growth region
was Asia excluding Japan, with significantly higher sales
in nearly all markets.

Developments in the commercial vehicle sector were
marked by the continuing poor condition of markets
in North America, South America and Western Europe.
After a slump in recent years, demand for heavy and
medium trucks in North America was still at a low level,
despite purchases brought forward due to new exhaust
emission regulations in the United States. In Western
Europe there was a sharp downturn in demand for light
and heavy-duty commercial vehicles.

Business Review

Operating Profit
2002 2002 2001
In millions uss € €
DaimlerChrysler Group 7,186 6,854 (1,318)
Mercedes Car Group ' 3,166 3,020 2,961
Chrysler Group ' 1,381 1,317 (2,183)
Commercial Vehicles ! 185 176 51
Services ! 1,011 964 578
Other Activities ' 783 747 205
DaimlerChrysler Group ' 6,112 5,829 1,345
1 Excluding one-time effects; including one-time effects see table on page 68.
Revenues
2002 2002 2001
In millions us $ € €
DaimlerChrysler Group 156,838 149,583 152,873
Mercedes Car Group 52,603 50,170 47,705
Chrysler Group 63,100 60,181 63,483
Commercial Vehicles 29,778 28,401 28,572
Services 16,460 15,699 16,851
Other Activities 2,855 2,723 4,507
Consolidated Revenues
in billions of €
Other markets 175 |
USA 150
European Union 125 : : : : :
100
75 - N N O
50 T B O O E
25 o N O
‘98 99 ‘00 01 ‘02

Note: The chapters “Business Review”, “Analysis of the Financial Situation”
and “Outlook” correspond to the management report of the Daimler-
Chrysler Group, which is based on the consolidated financial statements
compiled according to United States Generally Accepted Accounting
Principles (US GAAP).
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Unit sales of 4.5 million vehicles

Despite weak demand in many important markets in
2002, DaimlerChrysler achieved unit sales of 4.54 million
passenger cars and commercial vehicles, slightly more
than in 2001 (4.48 million vehicles).

Mercedes Car Group was once again very successful.
Unit sales of 1.23 million vehicles slightly exceeded the
prior year’s high level, with the result that the division
improved its market position worldwide (see pages
18-25).

Chrysler Group’s unit sales of 2.82 million vehicles of
the Chrysler, Jeepg, and Dodge brands slightly exceeded
the prior year’s level (2.76 million). Market share in the
United States was also nearly unchanged at 12.9%, after
13.0% in 2001 (see pages 26-33).

Due to the weakness of demand worldwide, unit sales
of 485,400 trucks, vans and buses by the Commercial
Vehicles division were slightly lower than the level of
492,900 vehicles sold in 2001 (see pages 34-41).

Consolidated revenues close to prior year’s level
DaimlerChrysler achieved total revenues of €149.6
billion in 2002, close to the level of 2001 (-2%). The
small decrease was caused by currency translation
effects and changes in the consolidated Group.

While the Mercedes Car Group division increased its
revenues significantly, Chrysler Group (due to currency
translation effects) and Commercial Vehicles were
a little below the prior year’s figures. As expected, the
revenues achieved by Services of €15.7 billion were
also below the figure for 2001. This was mainly due to
currency translation effects and strong demand for the
special financing programs in the United States, which
led to a shift in customer preferences from leasing to
financing (see pages 44-47). The revenues generated by
MTU Aero Engines, included in the segment of Other
Activities, were below the level of the prior year due to
weak demand for civil aircraft.

From a regional point of view, DaimlerChrysler’s
revenues in the European Union rose by 2% to €46.5
billion, although revenues in Germany decreased by 5%.
In the NAFTA region revenues fell by 4% to €87.8 billion,
but measured in US dollars they actually increased.
Revenues of €15.2 billion in the rest of the world were
close to the prior year’s level.

365,571 employees

At the end of 2002, DaimlerChrysler employed 365,571
people (Dec. 31, 2001: 372,470). The main reasons

for the reduction in the size of the workforce were the
implementation of the turnaround plans at Chrysler
Group and Freightliner and the adjustment of produc-
tion capacities in the Commercial Vehicles division
(see pages 64-66).

Global focus of purchasing processes

In order to better utilize the advantages of a global pro-
curement organization, DaimlerChrysler reorganized its
purchasing activities in 2002. In 2002, we purchased
goods and services worldwide worth €102.1 billion
(2001: €106.5 billion). Of this total, 36% was accounted
for by Mercedes Car Group, 42% by Chrysler Group,
19% by Commercial Vehicles and 3% by the other busi-
nesses (see pages 58-59).

€13.3 billion invested in the future
Last year, the DaimlerChrysler Group invested €7.1
billion in property, plant and equipment and €6.2 billion
in research and development. Major investments were
made by Mercedes Car Group to make preparations for
the production of the new E-Class, the Maybach and the
smart roadster, as well as to expand the Tuscaloosa
plant for the production of the Grand Sport Tourer (GST)
and the Rastatt plant for the successor to the A-Class.
The most important projects for the Chrysler, Jeepg and
Dodge brands were the preparations for the Pacifica
(@ new segment-busting family vehicle), the new Durango
light truck and the new Viper and Crossfire sports cars.
The main investments made by the Commercial Vehicles
division were for the new Actros, the successor model
to the Vito, and the new Freightliner Business Class M2.
DaimlerChrysler’s research and development depart-
ments employed a total of more than 27,500 persons at
the end of 2002. In addition to developing new vehicles
to renew and extend our product range, priority
was given to new engine technologies and electronic
systems to enhance traffic safety. (see pages 52-53).



Continued concentration on the automotive
business

In 2002, we continued to implement our strategy of
concentrating on the automotive business and related
services.

With effect from January 1, 2002, DaimlerChrysler
exercised its option to sell its remaining 49.9% owner-
ship interest in T-Systems ITS (formerly debis System-
haus) to Deutsche Telekom AG. This transaction led
to a cash inflow of €4.7 billion and a one-time gain of
€2.5 billion.

Effective April 1, 2002, we sold our 40% ownership
interest in Conti Temic microelectronic GmbH (formerly
TEMIC) to Continental AG. The resulting one-time gain
of €0.2 billion was accounted for in the second quarter
of 2002.

In the Services division we reached agreements in
2002 covering the scheduled disposal of additional
parts of the Capital Services portfolio (non-automotive
financial services). This reorganization of the Capital
Services portfolio led to a one-time loss of €0.3 billion.
After obtaining a full banking license for the Daimler-
Chrysler Bank, from July 2002 we were able to expand
our range of financial services (see page 47).

EAC: successful coordination of automotive
activities

The Executive Automotive Committee (EAC), established
in 2001, continued to work successfully. The EAC
coordinates all automotive issues across the three
automotive divisions, secures the identity of the Group’s
brands, and accelerates the realization of synergies.

In the year 2002, the work of the EAC focused on
optimizing the Group-wide portfolio of products, power-
trains and components (see pp. 42-43).

The Truck Product Decision Committee was set up
during 2002 to develop cross-market strategies and
initiatives, and to prepare the resulting decisions for the
truck business (see page 40).

Intensified cooperation with our partners in Asia
In May 2002, together with our partners, Mitsubishi
Motors Corporation and Hyundai Motor Company, we
founded the Global Engine Alliance LLC. This new

Business Review

Investments in Property, Plant and Equipment

2002 2002 2001
In millions uss$ € €
DaimlerChrysler Group 7,492 7,145 8,896
Mercedes Car Group 2,616 2,495 2,061
Chrysler Group 3,308 3,155 5,083
Commercial Vehicles 1,324 1,263 1,484
Services 100 95 112
Other Activities 144 137 168
Research and Development Expenditure

2002 2002 2001
In millions uss € €
DaimlerChrysler Group 6,455 6,156 6,008
Mercedes Car Group 2,930 2,794 2,402
Chrysler Group 2,162 2,062 2,201
Commercial Vehicles 1,006 959 1,015
Other Activities 358 341 390

company is developing a new generation of 4-cylinder
gasoline engines for use in future models from Chrysler
Group, Hyundai Motor Company and Mitsubishi Motors.
The projected production volume of up to 1.5 million
units a year will make it one of the most widely used
engines in the industry, yielding significant economies
of scale for the companies involved.

In November 2002, DaimlerChrysler exercised its
contractually agreed option to acquire a 50% ownership
interest in the commercial-vehicle business of Hyundai
Motor, which is due to be spun off into a separate com-
pany. DaimlerChrysler will thus obtain direct access
to Asia’s third-largest market for commercial vehicles,
South Korea, in which Hyundai is the biggest-selling
manufacturer.

In March 2003, we intend to acquire a 43% ownership
interest for € 760 million in Mitsubishi Fuso Truck & Bus
Corporation (MFTBC) from our alliance partner
Mitsubishi Motors. MFTBC is the market leader in Japan
with a share of around 30% and also has a strong
position in the markets of Southeast Asia. By expanding
our activities in Asia and cooperating more intensively
with our Asian partners, DaimlerChrysler will be able to
participate better in the potential offered by the Asian
markets, which are the fastest growing in the world and
where already more than 50% of all commercial vehicles
are sold (see pages 50-51).
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Outlook

Outlook

Growth in earnings expected despite difficult conditions
Product offensive to bring further growth for Mercedes Car
Group | Chrysler Group to continue progress and to

boost competitiveness with new products | Commercial
Vehicles division: continued optimization of products and
Further

€42 billion to secure

production methods with more economies of scale
expansion of automotive services
the future

Slight recovery of global economy in 2003

Due to increasing economic and political uncertainty,
prospects for the world economy worsened after the
summer of 2002. Nevertheless, we assume that global
economic growth will recover towards the end of 2003
and in the following years. The preconditions for such an
improvement are a reasonably stable global political
framework and a return of confidence among investors
and consumers. The economies of the United States
and the European Union, including Germany, should
resume steady growth in the coming years, while Japan
is unlikely to overcome its prolonged recession soon.
We anticipate above-average growth rates for Asian
emerging markets and Eastern Europe, and from 2004
also for South America. Overall, we expect the world
economy to grow by 2.7% in 2003 and by about 3% in
2004 and 2005.

Furthermore, we assume that compared with the
average exchange rates for 2002, the euro will streng-
then moderately against the US dollar, the Japanese
yen and the British pound in the period from 2003 to
2005.

Continuation of difficult market conditions

Against this macroeconomic background, automotive
markets will probably improve only slowly. We anticipate
some decrease in overall demand in North America in
2003, even if car manufacturers continue to offer gener-
ous incentives in the United States. Nor do we expect
any significant recovery in the passenger car markets of
Western Europe and Japan this year.

The same applies to international commercial-vehicle
markets, for which we do not see an uptrend in 2003
because of the macroeconomic background. In the
United States we expect a further significant decline in
demand for heavy trucks in the first half of 2003 due to
purchases brought forward in the prior year in anticipa-
tion of new emission requirements. From 2004 onwards
we expect unit sales of passenger cars and commercial
vehicles to increase again as a result of improvements
in the global economy.

Modest growth prospects for major automobile
markets, shorter product lifecycles and worldwide sur-
plus manufacturing capacity will further intensify
competition and put upward pressure on unit costs in all
market segments. In addition, stricter environmental
and safety regulations will require substantial expendi-
ture by all manufacturers. In this situation the im-
portance of brands and successful brand management
as a competitive advantage will increase (see page 42).
Customers’ increasingly specific demands, particularly
for niche products and segment-busting vehicles with
universal applications, should create growth opportuni-
ties which DaimlerChrysler will vigorously pursue.

Earnings improvements for DaimlerChrysler despite
difficult markets

DaimlerChrysler plans to achieve an increase in
earnings in the years 2003 through 2005, based on a
large number of attractive new models and the
successful implementation of programs for increasing
efficiency and competitiveness. Closer coordination

of our global activities and the resultant cost savings,
knowledge transfer within the Group, as well as the
cooperation with our Asian partners should generate
higher earnings. In particular, projects initiated by the
Executive Automotive Committee (EAC) will ensure

that the potential of cross-divisional cooperation is fully
exploited (see pages 42-43). A precondition for the
expected improvement in earnings, however, is that
conditions remain stable in our most important markets.



Significant increases in revenues as of 2004
On the basis of our current markets forecasts, for 2003
we expect revenues of around the same level as
in 2002. This reflects not only the difficult situation in
important markets, but also our assumption of an
appreciation of the euro against the US dollar. After
currency translation this assumption would therefore
lead to lower revenues measured in euros from
Chrysler Group, Freightliner and the Services division.
In the following years, revenue growth will continue
to be affected by our assumption of further appreciation
of the euro against the dollar. As a result of improving
markets and the introduction of new models, we expect
revenues to grow significantly by 2005, with the
biggest gains being made in Asia.

Further growth for Mercedes Car Group

In the coming years, the Mercedes Car Group will not
only continuously renew its range of vehicles within the
scope of the already initiated second product offensive,
but will also selectively expand and broaden its product
portfolio. In addition, there should be sustained effi-
ciency improvements in procurement, production, devel-
opment and distribution, partly as a result of optimizing
processes. By taking these measures the division
expects to sustain growth in revenues, unit sales and
earnings, and to strengthen its market position world-
wide.

Product renewals in 2003 will include the E-Class
station wagon, the CLK convertible and the Mercedes-
Benz SLR super-sports car. The Maybach, which will be
widely available in 2003, will reinforce DaimlerChrysler’s
leading position in the top market segment. A roadster
and a roadster coupe will also be added to the smart
range this year, followed by a four-seater (smart forfour)
in 2004. Mercedes Car Group will continue to launch
numerous new models in the following years.

Revenues

Plan 2003 Target 2005
In billions € €
DaimlerChrysler Group 151 163
Mercedes Car Group 51 56
Chrysler Group 60 61
Commercial Vehicles 28 38
Services 14 17
Other Activities 3 3
Investment in Property, Plant and Equipment

Plan 2003 2003-2005
In billions € €
DaimlerChrysler Group 8.4 24.0
Mercedes Car Group 3.0 8.8
Chrysler Group 3.7 10.3
Commercial Vehicles 1.4 41
Services 0.1 0.3
Other Activities 0.2 0.5
Research and Development Expenditure

Plan 2003 2003-2005
In billions € €
DaimlerChrysler Group 5.8 17.6
Mercedes Car Group 2.4 7.3
Chrysler Group 2.0 6.2
Commercial Vehicles 1.0 3.1
Other Activities 0.4 1.0

Forward-Looking Statements in this Annual Report:

This Annual Report contains forward-looking statements that reflect
the current views of DaimlerChrysler management about future

"«

events. The words “anticipate,

assume,” “believe,

»

estimate,”

“expect,” “intend,” “may,” “plan,” “project,” “should” and similar
expressions are intended to identify forward-looking statements.

These statements are subject to many risks and uncertainties.

The major risk factors and risk management at DaimlerChrysler are
described on pages 78-83 of this Annual Report. The legal note on

forward-looking statements in this Annual Report can be found

on page 143.
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Strategic refocus by Chrysler Group
Having returned to profitability, Chrysler Group will focus
on differentiating its products from the competition in
both design and quality, and on defining new segments
with a series of innovative products. At the same time,
increased collaboration within the DaimlerChrysler
Group and with our partner Mitsubishi Motors should
strengthen Chrysler Group’s cost position and margins
and enhance its innovative flair. Examples of the new
long-term product strategy include the versatile Chrysler
Pacifica sports tourer, the Chrysler Crossfire sports car
and the new Dodge Durango light truck, all of which will
be launched in 2003. They will be followed in 2004 by
the first models of a new generation of rear-wheel drive
vehicles under the Chrysler and Dodge brands.

Overall, Chrysler Group plans to extend its market
position in a highly competitive environment to signifi-
cantly boost its profitability in the coming years.

Commercial Vehicles division to improve efficiency
and utilize economies of scale

As a result of profit-improving measures currently being
applied in nearly all areas of the Commercial Vehicles
division, we anticipate an increase in earnings in

the coming years, despite weak markets. Closer coor-
dination of our worldwide activities as well as close
cooperation with our Asian partners should also lower
costs. The division will continue its product offensive by
launching various new vehicles in 2003. For example,
we plan to present a successor to the Mercedes-Benz
Vito van, and in South America the Accelo light truck
will be launched. We see additional opportunities in the
van segment: after the Sprinter we will also launch

the successor to the Vito in North America. Moreover,
together with our partners we will benefit from the
further growth of Asian markets.

Expansion of automotive services

The Services division will expand its core business

of automotive services. Global partnership agreements
reached with the Group’s automotive brands should
contribute significantly to further cost reductions and
process optimization in our key markets. Among

other things, the marketing of ex-lease vehicles will

be improved and new services will be developed in
collaboration with the automotive brands.

The DaimlerChrysler Bank will introduce new invest-
ment products and extend its “RoadMiles” bonus
scheme, which offers customers bonus points that can
be redeemed for attractive merchandise items. With
the expansion of mobility management services, the
focus will be on providing telematics services and parti-
cipating in toll-collection systems outside Germany.

Mitsubishi Motors: sustained growth with new
products

Mitsubishi Motors (MMC) will continue to implement

its successful restructuring program and introduce
innovative products to secure long-term profitability and
growth. With a new, distinctive design, the Mitsubishi
brand is also to be repositioned worldwide. There will be
closer cooperation with Daimler-Chrysler in product
development, procurement and distribution. Together
with Chrysler Group, for example, MMC is developing
common platforms for mid-sized cars and, from 2004, a
new four-seater smart will be built on a platform devel-
oped jointly with MMC. In March 2003, DaimlerChrysler
intends to acquire for around €760 million a 43%
ownership interest in Mitsubishi Fuso Truck and Bus
Corporation (MFTBC), which was spun off from MMC at
the beginning of 2003 and will cooperate closely with
the Group’s Commercial Vehicles division.



Limited growth potential for the aircraft industry
Growth prospects for the aerospace industry have
suffered as a result of weaker demand for civil aircraft
caused by the terrorist attacks on September 11, 2001
and by tight budgets in the public sector. However, due
to its sizeable order backlog, a structural shift towards
larger Airbus versions, and a strong competitive position
in both civil and military markets, EADS expects its
revenues to grow in the coming years. Its current cost-
reduction program and highly flexible production system
should enable EADS to achieve significantly positive
earnings even if difficult market conditions continue.

MTU Aeroengines anticipates a further decline in
demand for civil-aircraft engines in 2003 and 2004, but
this is likely to be more than offset by growth in its
maintenance and military-engines businesses. The cost-
reduction program that has been initiated should ensure
that earnings remain at a high level.

€42 billion to secure the future

In the planning period of 2003 through 2005, Daimler-
Chrysler will spend about €42 billion on property, plant
and equipment, and research and development. With
closer cooperation between the divisions, as well as
with our Asian partners in the context of various pro-
jects, DaimlerChrysler’s resources will be applied even
more efficiently. A large part of this expenditure will be
spent on the development and preparation of new vehi-
cles and components. We also plan to spend significant
sums on the modernization of manufacturing facilities
and on researching into and developing new technolo-
gies to enhance the safety, environmental compatibility
and economics of road transport.

Outlook 15

With an array of highlights at the 2003 North American International Auto

Show in Detroit, DaimlerChrysler once again impressively demonstrated its
technological and innovative leadership and the unique fascination of its
brands.

Upper picture: Dodge Avenger Concept, Dodge Kahuna Concept and Dodge
Tomahawk Concept

Lower picture: The new Mercedes-Benz E-Class station wagon
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DaimlerChrysler Worldwide

DaimlerChrysler Worldwide

104 production locations worldwide | More than 13,000
sales outlets in over 200 countries | Focus of sales on the
NAFTA region and Europe | Stronger market position

in the fast-growing Asian markets through cooperation
with Mitsubishi Motors Corporation and Hyundai Motor
Company

Note:

Unconsolidated revenues of each division (segment revenues)

Europe
Production Sales Revenuesin

locations outlets millions of € Employees
Mercedes Car
Group 8 - 31,604 94,521
Chrysler Group = - 3,614 275
Commercial
Vehicles 19 - 14,776 60,790
Sales Organization
Automotive
Businesses - 5,294 - 38,502
Services - 95 5,157 4,026
Other Activities 2 3 1,101 18,186
NAFTA

Production Sales Revenuesin

locations outlets millions of € Employees
Mercedes Car
Group 1 - 12,173 1,906
Chrysler Group 38 - 55304 94,903
Commercial
Vehicles 17 - 9,970 19,611
Sales Organization
Automotive
Businesses - 5,369 - 2,386
Services = 48 9,994 5,426
Other Activities 2 1 1,453 2,832




DaimlerChrysler Worldwide

South America Africa
Production Sales Revenuesin Production Sales Revenuesin

locations outlets millions of € Employees locations outlets millions of € Employees
Mercedes Car Mercedes Car
Group 1 - 254 1,125 Group 1 - 790 3,881
Chrysler Group 2 - 449 649 Chrysler Group 1 - 236 -
Commercial Commercial
Vehicles 3 - 1,088 10,706 Vehicles 2 - 735 948
Sales Organization Sales Organization
Automotive Automotive
Businesses - 714 - - Businesses - 296 - -
Services - 9 149 296 Services - 2 155 459
Other Activities - 1 9 - Other Activities - - 6 -
Asia Australia/Oceania

Production Sales Revenuesin Production Sales Revenuesin

locations outlets millions of € Employees locations outlets millions of € Employees
Mercedes Car Mercedes Car
Group 3 - 4,694 345 Group - - 634 -
Chrysler Group 2 - 396 8 Chrysler Group - - 182 -
Commercial Commercial
Vehicles 2 - 1,231 1,519 Vehicles = - 511 537
Sales Organization Sales Organization
Automotive Automotive
Businesses = 1,125 = 490 Businesses = 359 = 764
Services - 3 140 137 Services - 3 104 177
Other Activities - 2 152 166 Other Activities - - 2 -

17
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Mercedes Car Group

Mercedes Car Group

Operating profit and unit sales slightly higher than prior-year
levels | Significant increase in revenues | New E-Class
sedan and CLK coupe successfully launched | Return to

the ultra-luxury segment with the Maybach brand | Growth
continues at smart

Operating profit and sales remain high

In 2002, the operating profit, unit sales and revenues
of the Mercedes Car Group exceeded the prior year’s
high levels despite difficult market conditions. The
Mercedes Car Group, which operated under the name
of Mercedes-Benz Passenger Cars & smart until
December 31, 2002, includes the brands, Mercedes-
Benz, Maybach, smart, Mercedes-Benz AMG and
Mercedes-Benz McLaren.

2002 2002 2001
Amounts in millions us$ € €
Operating profit 3,166 3,020 2,951
Operating profit adjusted ' 3,166 3,020 2,961
Revenues 52,603 50,170 47,705
Investments in property, plant and
equipment 2,616 2,495 2,061
Research and development expenditure 2,930 2,794 2,402
Production (units) 1,238,927 1,249,951
Sales (units) 1,232,334 1,229,688
Employees (Dec. 31) 101,778 102,223

1 To exclude one-time effects

The division was largely unaffected by the generally
unfavorable markets, posting worldwide unit sales of
1,232,300 passenger cars (2001: 1,229,700 units) and
thereby strengthening its position in nearly all key
markets. Revenues increased by 5% to €50.2 billion
(2001: €47.7 billion). Operating profit of €3,020 million
(2001: €2,961 million) was slightly higher than the high
level of adjusted operating profit in the prior year. This
was achieved despite substantial spending on the E-Class
and CLK coupe model changeovers, the introduction

of the updated S-Class and the Maybach start up. There
was further substantial expenditure in 2002 for the
forthcoming expansion of the smart family, the succes-
sors to the A-Class and M-Class, and the addition to our
product range of the Grand Sport Tourer (see page 20).

Mercedes-Benz gains market share

Sales of Mercedes-Benz brand vehicles in 2002 were
at the record level of the prior year, totaling 1,110,000
units. Whereas unit sales increased by 3% in Western
Europe (excluding Germany), they actually decreased
by 4% in Germany itself. Unit sales in the United States
rose 3%, while in Japan they fell by 6%. Thanks to its
strong range of young products, Mercedes-Benz was
able to gain market share and strengthen its compe-
titive position in some key regions despite a generally

difficult environment.




Mercedes-Benz

Little Mercedes prefers to travel by
Mercedes. For Mercedes, Nora and
Jonas, Mom’s car is simply the best.
That’s why this family of five’s
Mercedes-Benz C-Class station wagon
is in daily use. Even the holiday to
the South of France begins on the
way there. If only all beautiful things
were so practical, thinks Mom. But
after surfing, Dad’s wet suit has to go
into the roof-box. Too sandy - says
Mercedes.

www.daimlerchrysler.com/livingbrands
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Upper picture: Pioneering technology, fascinating design and superior

equipment — just six months after production started, the 100,000th E-Class
sedan was handed over to a customer, making this the most successful
model launch in the history of Mercedes-Benz.

Lower picture: Lifestyle, functionality and innovation are important features
of the smart roadster, for which its designers have created an original,
unmistakable and dynamic shape.

New E-Class and new CLK coupe particularly
successful

The new E-Class sedan was particularly successful with
more than 179,200 units delivered since its market
launch in March 2002. This was made possible by

a significant reduction in the time needed to ramp up
production to full capacity — only three and a half
months for the new model compared to twelve months
for its predecessor. With the help of the new E-Class,
the Mercedes-Benz brand was able to extend its lead in
the premium segment, in which it now has a worldwide
market share of more than 25%. We expect sales of
approximately 250,000 E-Class vehicles in 2003, the
first full year of production.

The new CLK coupe also enjoyed strong demand.
More than 33,300 units were delivered between its
market launch (May in Europe and Japan, September in
the United States) and the end of the year. We anti-
cipate sales of more than 50,000 CLK coupes in 2003.
A total of 478,300 C-Class cars were sold worldwide
during 2002. Demand was particularly strong for the
station wagon (73,500 units, + 27%) and the Sport
Coupe (74,300 units, + 25%).

In a very competitive market segment, demand for
the A-Class decreased for lifecycle reasons, with sales
falling by 10% to 171,500 units. However, sales of the
long-wheelbase version increased significantly (+ 57%
to 69,100 units). Overall, more than 910,000 A-Class
cars have been sold since the model was introduced in
October 1997. Mercedes-Benz has thus successfully
established itself with a premium vehicle in the sub-
compact segment.

S-Class sedans and coupes, which were successfully
improved and updated in September, continued to per-
form well. The SL roadster, launched in the fall of 2001,
attracted a lot of interest: more than 31,600 units were
sold in 2002. The M-Class is still benefiting from the com-
prehensive model update of 2001, with 100,000 units
sold last year. As a result of this strong demand, the
Tuscaloosa, Alabama plant again ran at full capacity.
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35th anniversary of AMG
Mercedes-AMG GmbH, in which DaimlerChrysler has a
51% interest, marked its 35th anniversary in 2002 with
new high-performance automobiles and an expansion of
its Affalterbach plant. Additions to its product range
include the E 55 AMG and the C 30 CDI AMG, as well as
the AMG versions of the updated S-Class and CL-
Class. With an engine delivering 476 hp, the E 55 AMG is
the most powerful Mercedes-Benz E-Class of all time,
while the C 30 CDI AMG, which is the first ever high-
performance diesel sports car, delivers 231 hp.
Mercedes-AMG has invested around €20 million in
new manufacturing facilities, the most important of

which is the new engine production area. In accordance
with AMG’s pO|iCy, a single technician is responsible The Maybach 62 marks the return of an ultra-luxury brand, and sets
for the entire assembly process of each engine, and new standards at the top end of the passenger-car market in terms of

exclusiveness and individuality, while continuing the tradition of the

documents this fact by signing the engine rating plate. legendary Maybach automobiles.

Pioneering innovations enhance safety
The Mercedes-Benz brand traditionally incorporates the

highest degree of vehicle safety. Researchers and Unit Sales 2002 °
developers continually strive to ensure that the brand’s 1,000 02/01
pioneering role in safety is maintained through the Units in%
application of forward-looking technologies. One example ~ Mercedes-Benz 1,110 -0
is PRE-SAFE, a pre-crash occupant-protection system S-Class/SL oy A
which has been supplied as standard in S-Class vehicles EClass 242 20
. ) C-Class 478 -6
since the model update in September 2002. Mercedes- Fwhich: CLK = —
Benz has thus inaugurated a new era by combining SLK 30 28
active and passive safety features. PRE-SAFE can Sport Coupe 74 +25
recognize risk situations at an early stage and take A-Class 171 -10
appropriate preventive measures. At the first indication M-Class 102 -0
of skidding, for example, the system automatically G-Class 9 +46
closes the sunroof, tightens the seatbelts, and places smart 122 *+5
. . - Mercedes Car Group 1,232 +0

the passenger seat in the optimal position.

. of which: Germany 417 -4
Mercedes-Benz also plans to introduce another Western Europe (excl. Germany) e i
safety-enhancing feature in the spring of 2003. NAFTA 232 a5
Mercedes-Benz headlights will be able to swivel and Unites States (retail sales) 213 +3
illuminate curves to assist safer cornering. When a South America 13 -16
car enters a bend, the headlights swivel in the corres- Asia/Australia (excl. Japan) 61 +5
ponding direction, illuminating 90% more of the road Japan 47 -2

than conventional headllghts 1 Group figures, unless otherwise indicated, including leased vehicles
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smart successfully launched in new markets

Sales of smart brand city coupes and convertibles
increased by 5% in 2002 to 122,300 units. This success
is in particular due to the model update implemented

in March 2002.

Important markets were Germany, with sales of
43,600 units in 2002, Italy (32,000 units) and France
(8,600 units). This innovative car concept car has also
been attracting an increasing number of customers
in right-hand drive markets such as the United Kingdom
(9,600 units) and Japan (6,100 units). The smart was
also introduced to new markets such as Croatia, South
Africa, Hong Kong and Taiwan last year. It is now
available in 24 countries, and in view of strong interest
worldwide, additional markets will follow.

One of the things adding to customer appeal is the
increase in the resale value of the smart city coupe:
According to EurotaxSchwacke, the leading assessor
of used-car prices in Germany, it has the highest resale
value of all cars in the mini-car segment, selling on
average at around 77% of its new price after two years.

A special version of the smart, the open-top two-
seater smart crossblade, was presented in Geneva in
March 2002. Production of this car is limited to 2,000
numbered units.

In March 2002, smart GmbH and Brabus GmbH an-
nounced the formation of a 50-50 joint venture,
smart-Brabus GmbH. This company will cater for the
special-equipment versions of current and future
models, reflecting the fact that many smart drivers want
to be able to personalize and upgrade their cars. The
exclusive “smart-Brabus 1st edition” has been available
since June 2002, also in limited numbers.

smart roadster and smart roadster coupe unveiled
In September 2002, we presented the smart roadster
and the smart roadster coupe in Berlin, both of which
met with an enthusiastic reception from the automotive
press. Their launch in April 2003 will revive the segment
of lightweight, compact roadsters. Both the roadster
and the roadster coupe will be produced at the smart-
ville plant in Hambach, France, where a total of €100
million has been invested in the production line for the
two new cars. The smart roadster and roadster

coupe, the four-seater smart forfour (to be launched

in 2004) and additional planned new models will trans-
form smart from a one-product to a multi-product

brand. The company will have a new logo and a new
slogan, “open your mind” to underscore this develop-
ment. With the expansion of the product family, the
smart sales-and-service network will also be upgraded
to meet the challenges of the future.




Open your mind - Rome has no limits with a smart.
Narrow alleys and chic boutiques are an invitation
to stroll and linger. No problem finding a parking
space with the smart if you feel like shopping or a
coffee. Mirella and Bella have found the right shoes

at last, Angelo and Maria are planning their first
date, Donatella gets to know the details over a
cappuccino. Ciao Roma!

www.daimlerchrysler.com/livingbrands
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The return of the Maybach

The legendary Maybach brand has made a comeback
after a 60-year absence. In July 2002 we presented the
Maybach 62 in New York and at the end of September
the Maybach 57 in Paris. Even more important than the
media’s exceptionally positive response to the new high-
end luxury limousines, was the great interest shown

by potential customers. We commenced delivery of the
Maybach at the end of 2002, and there are already
orders for the planned output of approximately 1,000
units in 2003.

The Maybach is produced by a dedicated manufactur-
ing facility at DaimlerChrysler’s Sindelfingen plant,
where more than 300 highly qualified men and women
ensure that each Maybach is perfect in every way and
can fulfill the wishes of the most discerning customers.
High-tech manufacturing processes and equipment
combined with hand-crafted luxury are what set the pro-
duction process apart for this super-premium vehicle.
The new Maybach continues the tradition of the
Maybach automobiles of the 1920s and 30s, whose
bodies were also carefully assembled by hand.

Majority holding in Formula 1 engine manufacturer
limor

DaimlerChrysler increased its stake in lImor Engineering
Ltd. from 25% to 55% in December 2002, and has
agreed to gradually acquire the remaining shares by
2005. llmor Engineering Ltd. and DaimlerChrysler have
been responsible for the development, design and
production of Mercedes-Benz Formula 1 engines since
1993, and the company has now been renamed
Mercedes-limor. It will more closely combine limor’s
expertise with the extensive resources of Daimler-
Chrysler, thereby strengthening the foundation for a
high-performance, cost-efficient and highly flexible

Formula 1 engine system. This in turn will create the
conditions necessary for developing high-performance
engines for various other applications.




MAYBACH

The arrival of the new Maybach in New York was a

very important event for me and my family, says

Irmgard Schmid-Maybach. Her grandfather’s vision
had come true at last. The best automobile in the
world is back, and a highlight not only on German or
American roads. The legend lives.

www.daimlerchrysler.com/livingbrands
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Chrysler Group

Operating profit excluding one-time effects of €1.3 billion
(2001: operating loss of €2.2 billion)
better earnings than originally anticipated due to lower
costs, increased efficiency and higher unit sales
Successful launch of new products: Dodge Ram and Viper

Significantly

Substantially improved product quality

Earnings goal significantly exceeded

Despite the intense competition in North America and
the need for generous sales incentives, Chrysler Group
achieved an operating profit excluding one-time effects
of €1.3 billion (2001: operating loss of €2.2 billion). The
target set in the turnaround plan of February 2001 of
breaking even in 2002 was thus significantly exceeded.
Including one-time effects, which were primarily a result
of the restructuring expenditure planned in 2001, oper-
ating profit of €0.6 billion was still distinctly positive.
The reasons for this result were that the restructuring
measures led to greater cost savings and efficiency
improvements than originally targeted, but higher unit
sales also played a part (see page 69).

Worldwide, Chrysler Group sold 2.82 million pas-
senger cars, minivans, sport-utility vehicles and light
trucks (2001: 2.76 million). In the United States, Chrysler
Group achieved unit sales of 2,277,100 vehicles, 4%
higher than the prior year. This reflects growth in key
vehicle segments, particularly for the Dodge Ram
Pickup (+15%), the Jeepg Liberty (+93%) and the Neon
compact car (+18%). Retail sales in the US decreased

by 3% to 2,205,500 units, while market share was 12.9%

(13.0% in 2001).

2002 2002 2001
Amounts in millions uss$ € €
Operating profit (loss) 639 609 (5,281)
Operating profit (loss) adjusted ' 1,381 1,317 (2,183)
Revenues 63,100 60,181 63,483
Investments in property,
plant and equipment 3,308 3,155 5,083
Research and development expenditure 2,162 2,062 2,201
Production (units) 2,749,903 2,679,411
Unit sales 2,822,659 2,755,919
Employees (Dec. 31) 95,835 104,057

1 To exclude one-time effects

Due to currency-translation effects, Chrysler Group’s
revenues of €60.2 billion (2001: €63.5 billion)
decreased by 5%. Measured in US dollars revenues
equaled the previous year’s level.

Substantial quality gains

In 2002, the quality of Chrysler, Jeepg and Dodge
vehicles improved considerably. Among other things,
this is indicated by the fact that warranty costs per vehicle
have fallen significantly in recent years. In the 2002

J.D. Power “Initial Quality Survey” (IQS), Chrysler Group
improved by 10% over 2001 and by 26% over 1998.

In Strategic Vision’s “Total Quality Index” (TQl), both the
Chrysler PT Cruiser and the Dodge Dakota received

top honors. In addition, “Consumer Reports” magazine
noted that among domestic manufacturers Chrysler
Group had the fewest problems per hundred vehicles
after three years in service.




CHRYSLER

Drive is love - this was obvious at the final annual meeting of
the official PT Cruiser Owner Club in Myrtle Beach, South
Carolina. Jim and PT-Ken, Martha, PT-Brian and Ronald proudly
presented their PTs. Like their cruisers, everybody is special.
There are lively discussions on the beach and at the hotel, and
everyone will be sure to be there for the next meeting. Life is PT.

www.daimlerchrysler.com/livingbrands
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Extended powertrain warranties

In July 2002 Chrysler Group introduced an industry-
leading warranty for the powertrains of Chrysler, Jeepg
and Dodge vehicles for seven years or 70,000 miles
(7/70). The warranty covers engines, transmissions/
transaxles, transfer cases and axles, is fully transferable
to subsequent owners, and is given on all new Chrysler
Group vehicles purchased or leased.

Unit Sales 2002 '

1,000 02/01

units in%

Total 2,823 +2
of which: Passenger cars 684 -2
Light trucks 672 +13

Minivans 559 -6

SUVs 2 908 +4

United States 2,277 +4

Canada 254 +5

Mexico 120 -10

Rest of the world 172 -8

1 Shipments (including leased vehicles)
2 Including the PT Cruiser

The Jeepg Cherokee combines excellent off-road abilities with

extremely capable on-road qualities.

Strengthening Chrysler’s competitive position

After making good progress with the turnaround plan,
Chrysler Group is establishing its long-term strategy for
the future. Its purpose is to set Chrysler Group apart
from the competition and turn it into a new company.
This approach combines the legendary creativity of
Chrysler Group with new processes and cost structures
and enhanced quality awareness in order to achieve

a substantially stronger competitive position. Chrysler
Group will focus on gaining product leadership in

its market segments, taking advantage of its reputation
for eye-catching design and its ability to consistently
build innovative and segment-defining vehicles.
Furthermore, the resources available within the Daimler-
Chrysler Group and from our alliance partners,
Mitsubishi Motors Corporation and Hyundai Motor
Company, will be mobilized to increase the competitive-
ness of Chrysler Group products. Key elements in this
context will be sharing technologies and combining pur-
chasing. With this new strategic focus Chrysler Group
expects to increase sales by one million units over the
next decade, despite a difficult market environment,
and to achieve a sustained improvement in profitability.
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New vehicles added to Chrysler brand

In the spring of 2003 the Chrysler brand will present
two completely new models, the Chrysler Pacifica and
the Chrysler Crossfire, which will be of great signi-
ficance for the entire Chrysler Group.

The new Pacifica combines the spaciousness of a
minivan with the versatility of a sports-utility vehicle and
the comfort of a sedan. It will therefore create a new
market segment.

Production of the Chrysler Pacifica began in early
2003 at Chrysler Group’s assembly plant in Windsor,
Canada. The Pacifica is being built on a new platform,
but will use existing corporate components from other
vehicles such as the proven 3.5 liter V6 engine from
the Chrysler 300M. The Pacifica will be delivered to
customers from the spring of 2003.

The new Chrysler Crossfire demonstrates just how
quickly today’s Chrysler Group can take and implement
decisions. Only eighteen months after the decision
to produce the car, this new sport coupe combining
American design and German technology will be on
sale starting in the spring of 2003.

Early in 2004, we will launch the convertible version
of the PT Cruiser, another innovative variation of this
successful model. Its key features will not only be its
unique design, but also its practicality: the four-seater
can be converted in a very short time into an open four-
seater. Additional specialty versions of the PT Cruiser
for the North American market are the Flame vehicles, Upper picture: The all-new Chrysler Crossfire sport coupe combines classic
the Woodies (With exterior wood trim) and the limited proportions and technology from Europe with the power and personality of

. . . . . American high-performance cars.
edition Dream Crunser/Street Cruiser series. There is Lower picture: Bold, capable and powerful - the all-new Dodge Ram Heavy
also a range of new attractive engines for the European Duty 3500 is aimed at the heart of the heavy-duty market with a new engine
market. and, for the first time on a Ram, a single rear wheel option.

In total, the Chrysler brand sold 665,300 vehicles in
2002 (2001: 775,500).
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Only in a Jeepg: fun, freedom and legendary
off-road ability

The successful Jeepg brand, which includes the Jeepg
Grand Cherokee, the Jeepg Liberty (Cherokee outside
the United States) and the Jeepg Wrangler, continues to
be the benchmark for off-road excellence.

Some additional attractive models were added in
2002. The Renegade name made a comeback to the
Jeepg lineup as an adventurous version of the success-
ful Jeepg Liberty. Also introduced to the Jeepg lineup
last year was the Jeepg Wrangler Rubicon. This vehicle,
named after one of the most difficult off-road tracks
in North America, delivers tremendous capabilities as
the ultimate all-terrain vehicle.

The new Jeepg logo and the relaunch of the tradition-
al “Only in a Jeepg” catchphrase project the brand’s
essence: fun, freedom and exceptional off-road capa-
bility. First successfully used in the 1980s, it conveys the
go-anywhere, do-anything capability of every Jeepe.
The new logo is a graphic representation of the radiator
grill and windshield of the Wrangler — an icon of the
brand. Helped by growing sales of the Liberty, the Jeepg
brand posted total unit sales of 595,600 vehicles last
year (2001: 523,100).

Continued success of the Dodge Ram/Motor
Trend’s Truck of the Year

Sales of Dodge Ram pickup trucks totaled 396,900
units in the US, up 15% over the previous year. The
heavy-duty Dodge Ram 2500 and 3500 pickups, both
launched during 2002, contributed significantly to this
success. The Saltillo engine plant in Mexico started
production of the new, high-performance 5.7-liter HEMI
engine, which is initially being used in Ram pickups.
The HEMI is the most powerful engine available in the
market for mass-produced pickup trucks. In December,
Motor Trend magazine selected the Dodge Ram as

its Truck of the Year.

The strong demand for Dodge pickup trucks has led
Chrysler Group to introduce a third shift at the assembly
plant in Warren, Michigan, which will result in 1,000
more jobs at this facility. The plant’s capacity will be
increased by 21% to approximately 338,000 units a year.

The plant produces the Quad Cab models of the Dodge
Ram 1500 series, the Dodge Dakota Regular, Club Cab
and Quad Cab pickup trucks.

Significant improvements in quality have been made.
For example, the 2002 Dodge Ram 1500 Quad Cab was
ranked first in owner satisfaction among four-door pick-
up trucks in AutoPacific Inc.’s 2002 Vehicle Satisfaction
Score (VSS) study.

Another new Dodge product in 2002 was the Dodge
Viper SRT-10, which reinforces the brand’s reputation
for exciting high-performance automobiles. With an
8.3-liter, 10-cylinder engine delivering over 500 horse-
power, the Viper continues its tradition as the ultimate

American sports car while setting new benchmarks
for performance and design.

Overall, Dodge increased it unit sales by 7% to
1,561,800 vehicles (2001: 1,457,300).




The track from the small silver-
mining town of Taxco in Mexico to
Acapulco can be driven “only in a
Jeep”. Two and a half days of fun and
energy, pushing the limit for both
man and machine. The terrain alter-
nates between jungle-like forests,
patches of desert and gushing rivers.
Every hurdle is shared and overcome
together. In the evening, beans and
enchiladas are served in front of the
tent, accompanied by conversations
that could only take place under the
Mexican night sky.

www.daimlerchrysler.com/livingbrands
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Harnessing Mopar as the fourth brand

of Chrysler Group

At the Specialty Equipment Market Association (SEMA)

trade show in November 2002, Chrysler Group

announced that Mopar, Chrysler Group’s parts and
accessories brand, is to be more effectively positioned
as a specialist for enhancing and individualizing motor
vehicles. Mopar expects to attract customer interest
with the introduction of Mopar Speedshops, a concept
for in-dealership accessories and customization stores

(stores-within-stores).

This enhanced visibility and wider availability of
Mopar performance parts at Chrysler, Jeepg and Dodge
dealerships will enable customers to add their own
personal touches — an increasingly popular option for
US car buyers under twenty-five years of age.

Chrysler Group has adopted a three-pronged ap-
proach to promote the sales of high-value automotive
accessories:

- Offering a number of niche vehicles designed and
customized by Chrysler Group’s Performance Vehicle
Operations Team, such as the Dodge SRT-4, the
Dodge Ram SRT-10 and the Dodge Viper SRT-10.

- Close cooperation with the top after-market special-
ists to demonstrate that Chrysler Group vehicles
are the best choice for customization.

- Supplying Mopar parts and accessories through the
dealerships.

In this way Chrysler Group utilizes the potential of

the accessories business to fulfill customers’ wishes

and enhance customer loyalty.

Pioneering automotive concepts

At the most recent Pebble Beach Concours d’Elegance
in August 2002, the Chrysler brand presented the first
vehicle in its next generation of trend-setting concept
cars, the Chrysler California Cruiser. This all-new vehicle
builds on the uniquely American blend of unusual
design and maximum practicality which has made the
Chrysler PT Cruiser so popular. As a versatile all-round
vehicle with an innovative rear hatch and a multi-function
interior, the Chrysler California Cruiser builds on what
owners love about their PT Cruisers.

Additional concept vehicles at the Los Angeles and
Detroit shows earlier this year were designed to
highlight the Dodge brand. The Dodge Durango and
Dodge Magnum are two important production-intent
models that significantly underscore Dodge’s strong
brand values across the brand’s entire product line.

Other concept vehicles included the Dodge Avenger,

Dodge Kahuna and the Dodge Tomahawk — a motor-
cycle study powered by a 500-horsepower Viper V-10
engine.




DOoOODGE

A day at the race - all Viper fans meet regularly at
Doug Levin’s place to talk about cars and cruise
together. Sure, Doug and his friends are also in the
bleachers when the vehicles line up at the start for
the NASCAR Closing Race Final in 2002. The Dodge
Viper tuner from Miami doesn’t miss a single race
with Bill Elliot in Dodge No. 9. And in the evening,
the Viper Club is tuning again.

www.daimlerchrysler.com/livingbrands
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Commercial Vehicles

Adjusted operating profit at €176 million above prior year’s
figure | Successful restructuring program at Freightliner
New products boost competitiveness | Expansion of strategic
partnerships in Asia

Earnings higher despite difficult markets

In 2002, the Commercial Vehicles division sold a total
of 485,400 trucks, buses and vans comprising the
brands, Mercedes-Benz, Freightliner, Sterling, Western
Star, Thomas Built Buses, Setra, Orion and American
LaFrance (2001: 492,900). DaimlerChrysler thus main-
tained its position as the world’s biggest manufacturer
of commercial vehicles in a very difficult market
environment. Revenues totaled €28.4 billion (2001: €28.6
billion). Decreases in Europe (- 3%) and South America
(-25%) were almost offset by increases in the NAFTA
region (+5%). Operating profit excluding one-time
effects totaled €176 million (2001: €51 million) surpass-
ing, as targeted, the prior year’s figure. The key factor
in this improved performance was the successful imple-
mentation of the turnaround plan at the Freightliner/
Sterling/Thomas Built Buses business unit. Including
one-time effects there was an operating loss of €343
million. One-time charges arose at varlous business
units in a total amount of €519 million, primarily as

a result of structural changes, but also due to a special
depreciation of production facilities in connection

with the long-term product and production strategy
(see page 70).

2002 2002 2001
Amounts in millions uss € €
Operating profit (loss) (360) (343) (514)
Operating profit adjusted ' 185 176 51
Revenues 29,778 28,401 28,572
Investments in property,
plant and equipment 1,324 1,263 1,484
Research and development expenditure 1,006 959 1,015
Production (units) 483,029 494,866
Unit sales (units) 485,408 492,851
Employees (Dec. 31) 94,111 96,644

1 To exclude one-time effects

Successful restructuring at Freightliner

The Freightliner/Sterling/Thomas Built Buses business
unit returned to profitability in the second quarter of
2002 - two quarters earlier than anticipated. This was
largely due to the implementation of the restructuring
program initiated in October 2001, which significantly
exceeded the original cost-cutting targets for 2002.
Another important factor was that unit sales rose by
14% from the very low level of 2001 to 114,000 vehicles,
mainly because of advanced purchasing of heavy-duty
vehicles in anticipation of new emission requirements
(EPA 2000) which took effect in the United States in
October 2002. US sales of Class 8 (15 metric tons gross
vehicle weight and up) Freightliner-, Sterling- and
Western Star-brand vehicles amounted to 56,000 units,
up 2% on the prior year. However, sales of Class 6/7
vehicles (8.8 to 15 metric tons) fell to 32,000 units
(2001: 37,000 units). With an overall market share of
38% (2001: 39%), DaimlerChrysler is still the market
leader for Class 8 vehicles in the US. Our market share
in Class 6/7 was 28% (2001: 27%).




Mercedes-Benz

The most economical transport solution with the best
service. It all started with a used Mercedes-Benz truck

shortly after the Berlin wall came down. Today Michael

Erck’s transport company has a fleet of 150 trucks,
which are on the road nationwide, night and day, to
make sure that we have milk in our coffee at break-
fast time. For 2003 he has already ordered 30 new
Mercedes-Benz Actros trucks. Each of his drivers would
like one of his own. Michael says he’s working on it.

www.daimlerchrysler.com/livingbrands
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Preparing for the future, the business unit has been
investing in new products and production facilities. A
new medium-duty Freightliner truck, the Business Class
M2, was launched in February 2002. The Sterling and
Western Star brands have also introduced new products
and new equipment variants. As part of the restruc-
turing program, production of Western Star trucks was
transferred to the plant in Portland, Oregon. A new
factory for Thomas Built Buses will reach full production
capacity in early 2004. In addition, as foreseen by the
restructuring plan, work has begun on consolidating
production of American LaFrance fire trucks and auxil-
iary vehicles in Charleston, South Carolina.

Mercedes-Benz Trucks remains successful

in a difficult market environment

Unit sales at the Mercedes-Benz Trucks business unit
fell by 6% from 2001, to 101,700 vehicles. The primary
reason was the slowdown in the Western European
market, especially in Germany. Nevertheless, with
60,300 units sold (2001: 67,300) and a market share of
21% (2001: 21%), Mercedes-Benz was once again the
leading brand in Western Europe for trucks over six
metric tons. The Axor heavy-duty truck was introduced
at the end of 2001, and was well received by customers,
who were attracted by its economy and large capacity.
Through the success of this new vehicle and the con-

tinued excellent market position of the Actros, we were
Upper picture: The Mercedes-Benz Travego embodies the elegant tour-bus able to increase our share of the market in Western

generation of the future, harmoniously blending innovative and distinctive Europe to 18% (2001: 17%) in the high—margin Segment
design with Mercedes-Benz-specific brand elements.

) ) . . , of semi-trailer trucks above 16 metric tons.
Lower picture: The Sterling Acterra is today’s answer to customers’ need for a

medium-duty truck designed for best-in-class maneuverability, ride, handling The business unit posted considerably higher unit
and ruggedness. sales in markets outside Western Europe, with 21% of all

trucks produced in Europe sold in countries outside this
region. The Actros was particularly successful, with
more than 10,000 units being sold in these markets. The
most important of these markets were Eastern Europe,
the Near and Middle East and South Africa.

Despite the continuing slowdown in South America,
the business unit sold 21,800 Mercedes-Benz trucks in
the region (2001: 23,700). In Brazil and Argentina, it
maintained its lead with market shares of 34% (2001:
34%) and 33% (2001: 35%), respectively.



The most important new model in 2002 was the
Actros, which had its premiere at the International
Auto Show (IAA) in Hanover and was well received by
customers and automotive journalists. Its distinctive
characteristics are its more powerful engines, a new
axle and suspension concept, improved aerodynamics
and a redesigned driver’s cab.

Mercedes-Benz Vans still leads the field

The Mercedes-Benz Vans business unit sold 236,600
vehicles worldwide in 2002, nearly matching the figure
for 2001. With a market share of 18% (2001: 19%) in the
segment of 2 to 6 metric tons, Mercedes-Benz Vans is
still the market leader in Western Europe. Whereas the
Sprinter was able to maintain its strong market position
in the heavy vans segment, in the segment of mid-size
vans the market share of the Vito decreased due to the
model changeover scheduled for 2003.

In the spring of 2002, DaimlerChrysler introduced the
new Vaneo, which is positioned as a premium product
in this segment.

The updated Sprinter model was introduced at the
International Auto Show (IAA) in Hanover in September
2002. This new model is more attractive and, thanks
to longer service intervals, more economical. Another
new feature is the Electronic Stability Program (ESP).
DaimlerChrysler is the first vehicle manufacturer to offer
this system in this van segment. To strengthen its
presence in the US van market in early 2003, Daimler-
Chrysler plans to offer the Sprinter, which has been
sold successfully in the US under the Freightliner brand
name since the middle of 2001, as a Dodge brand
vehicle as well. We also plan to launch the Sprinter in
Canada and Mexico.

The licensing agreement with Volkswagen AG for
the production of the Sprinter van by Volkswagen was
renewed to cover successor models as well.

Commercial Vehicles

The updated Mercedes-Benz Sprinter appeals with a new design

and a world first. The Sprinter is the first van series worldwide for which

all models can be supplied with the ESP electronic stability program.

Unit Sales 2002 '

1,000 02/01

Units in%

World 485 -2

of which: Vans 2 246 -5

Trucks ® 212 +3

Buses 25 -8

Unimogs 2 -23

Europe 287 -2

of which: Germany 103 -3
Western Europe

(excluding Germany) 162 -5

of which: France 32 -10

United Kingdom 33 +14

Italy 23 +4

NAFTA 118 +11

of which: United States 100 +12

South America

(excluding Mexico) 37 -14

of which: Brazil 30 -12

Asia 24 -8

1 Wholesale figures (including leased vehicles)
2 Including the Mitsubishi L200 pickup and the Mitsubishi Pajero in South Africa
3 Including schoolbuses by Thomas Built Buses and bus chassis by Freightliner
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Buses unit combines international business
activities

In order to strengthen its position as the world’s leading
bus manufacturer, in 2002 DaimlerChrysler combined
its urban and transit bus business in North America with
the worldwide bus business of the Mercedes-Benz and
Setra brands. All activities are now centered in the
DaimlerChrysler Buses business unit.

Despite difficult conditions in nearly all key markets,
in 2002 DaimlerChrysler sold a total of 25,100 complete
buses and chassis of the brands Mercedes-Benz, Setra
and Orion and increased its market share in nearly all
regions. DaimlerChrysler remained the market leader in
Western Europe, with 5,900 vehicles sold (2001: 6,400)
and a market share of 26% (2001: 25%), as well as
in South America, where sales declined to 10,300 units
(2001: 11,100). However, with market shares of 46% in
Mexico (2001: 41%), 50% in Brazil (2001: 52%), and 91%
in Argentina (2001: 72%) we are still Number 1 in these
markets as well. Middle East markets are increasingly
important as reflected by the 19% increase in sales to
800 units.

DaimlerChrysler presented many new bus products
at the International Auto Show (IAA) in September 2002,
among them the Setra S 431 DT double-decker luxury
travel coach. Other premieres are planned for 2003, in-
cluding the US version of the Setra TopClass 400 and
further variations of the modular chassis program.

Greater worldwide coordination of components
DaimlerChrysler Powersystems’ expertise in diesel
engines, transmissions, axles and steering systems
ensures DaimlerChrysler's commercial vehicles access
to state-of-the-art technology.

In the year under review, DaimlerChrysler consistently
pursued its global components strategy. Its aim is to
further reduce the cost of drive system assemblies by
linking the company’s activities in a worldwide network.
For example, the Series 900 diesel engines have now
become truly global engines produced in a worldwide
network of production facilities in Germany and Brazil,
and soon in South Korea as well. They are already pow-
ering Mercedes-Benz, Freightliner and Sterling trucks,
and Hyundai trucks will soon be added. Detroit Diesel
successfully concluded its certification for the new US

exhaust-emission limits. At the beginning of September,
the business unit began assembling medium-duty
transmissions in Brazil for installation in trucks all over
the world. In addition, the establishment of Axle Alliance
Company in Detroit enables our axles to be used in the
NAFTA region.

In the year under review, the Powersystems business
unit posted revenues of €5.1 billion, compared to
€5.6 billion in 2001. Most of its products were supplied
to the vehicle units of the Commercial Vehicles division.

Integration of Off-Highway business
DaimlerChrysler’s Off-Highway business unit, which is
run by MTU Friedrichshafen, is responsible for drive
systems for ships, power generation facilities, railroads,
industrial and construction machines (including
agricultural machines) and military vehicles. Integration
of off-highway activities at Detroit Diesel Corporation,
the Commercial Vehicles division and MTU Friedrichs-
hafen was nearly completed during the year under review.
Production was coordinated, while sales operations

were combined in worldwide sales centers which are
geared to meet the needs of individual markets.




@ SEET R

Touring pays off with Setra buses, says Georg
Marti from a third generation bus-owning
family in Switzerland. He only uses Setra buses,
because customer satisfaction is the key to his
success. After a journey in one of the new
TopClass 400, his travel groups arrive at their
destination in comfort and safety. Not only the
passengers, but also the drivers are already

looking forward to the next tour.

www.daimlerchrysler.com/livingbrands
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Revenues of more than €1.6 billion slightly exceeded
last year’s volume for this business unit and were
generated primarily by customers outside the Daimler-
Chrysler Group.

One of MTU Friedrichshafen’s pioneering technologies
is the “HotModule,” a high-temperature fuel cell for
stationary power generation that will soon be ready for
series production. Eight field-trial facilities, where
customers are able to test the fuel cells under everyday
conditions, were operating at the end of 2002.

Another successful field of activity at MTU involves
the development and production of drive shafts.
Construction of an assembly line for delivering drive
shafts to manufacturers of passenger cars and light
commercial vehicles in the NAFTA region began in the
fall of 2002 in Charleston, South Carolina.

At the world’s biggest trade fair for rail systems,
Innotrans 2002 in Berlin, Off-Highway presented its new
20V 4000 engine and new Rail PowerPack, a logical
continuation of its business in the rail-systems market.
Its goal is to become the recognized market leader
for drive systems in the growth market of off-highway
applications.

Strategic partnerships in Asia expanded

To strengthen its presence in Asia — the world’s largest
and fastest-growing market for commercial vehicles —
DaimlerChrysler strengthened its strategic alliance with
Mitsubishi Motors Corporation (MMC) and increased
its strategic partnership with Hyundai Motor Company
(H™MCQ).

MMC spun off its commercial-vehicle division into a
separate company named Mitsubishi Fuso Truck & Bus
Corporation (MFTBC) at the beginning of 2003.
DaimlerChrysler intends to acquire 43% of the shares
in MFTBC for €760 million in March 2003. The new
company is the market leader in Japan and is strong in
other key Asian markets.

Cooperation with HMC on diesel engine production
for commercial vehicles, which began in June 2001, will
be considerably strengthened by our 50% holding in
HMC’s commercial-vehicle operations. The new Daimler

Hyundai Truck Company will manufacture trucks, buses
and drive systems. This joint venture will provide
DaimlerChrysler with access to the South Korean mar-
ket and a cost-effective production base. Together with
our partner, we are building an engine manufacturing
plant in Chonju, which will go into operation in 2004.

Truck Product Decision Committee established
The recently formed Truck Product Decision Committee
began work in October 2002. It was created to develop
cross-brand strategies and initiatives and to prepare
strategic decisions in the commercial-vehicle segment
with regard to the Mercedes-Benz, Freightliner, Sterling
and Western Star brands, as well as the Fuso and
Hyundai partner brands.

Among its goals is to coordinate the production and
marketing of commercial vehicles and to ensure
the coordinated use of technologies, innovations and
components. One of the first recommendations of
the new committee was to link the product program of
Mercedes-Benz trucks in Brazil more closely to the
European product program in the medium term, in order
to offer our Brazilian customers even more attractive

products while also increasing our competitiveness.




FREIGHTLINER

On the road again - with their Freightliner

Columbia, Patricia and Don Richards cover over
250,000 miles a year in the USA. They are a
typical trucking couple - the Freightliner is

their home on wheels, and they value it highly
for its strength, comfort and reliability. The
Richards have no need for a TV set - the road

makes for better entertainment.

www.daimlerchrysler.com/livingbrands
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Executive Automotive Committee

Basis established for successful brand management
Coordination of all brands’ product planning | Numerous
projects decided on and now being implemented

Strong focus on generating synergies

Continuation of EAC’s successful work

In 2002, the Executive Automotive Committee (EAC) did
groundbreaking work as a platform for the discussion
and preparation of decisions affecting more than one

of our automotive divisions. The committee coordinates
all cross-divisional issues, protects the identity of the
Group’s brands, and accelerates the realization of
synergy potential. Last year, the EAC particularly focused
on evaluating and optimizing the Group’s portfolio of
products, powertrains and components.

Expanded multi-brand management

In recent years, multi-brand management has become
one of the main challenges facing the automotive indus-
try. Whereas in 1980, 28 independent manufacturers
had an average of only two brands each, the remaining
eleven independent car manufacturers now have an
average of more than six different brands each. Daimler-
Chrysler owns six passenger car brands, eight commercial
vehicles brands and one accessories brand, supplemented
by DaimlerChrysler Services’ comprehensive range of
financial services for DaimlerChrysler’s automotive
brands. The challenge now consists of managing the
interplay between brand differentiation and economies
of scale. One goal is to strengthen the identity of the
individual brands and increase their value. At the same
time, economies of scale must be achieved by means

of cross-divisional cooperation and the exchange and
common use of components, systems and platforms, in
order to improve the overall cost position and thus to
make the whole Group even more competitive. However,
none of the Mercedes-Benz platforms will be shared
with other brands.

Our brand management is based on our “Brand Guide-
lines,” which describe the profile and differentiating
criteria of each individual brand. The guidelines are
being expanded to include regulations for sharing com-
ponents by business units and the importance of such
a strategy to the brands. Market success in the future
will increasingly depend on our ability to maintain each
brand’s own specific character. We are therefore work-
ing intensively on strengthening the brand-related
attributes that influence the design of the products and
the values associated with each particular brand.
DaimlerChrysler’s brand portfolio gives us the tremen-
dous ability to offer attractive products in all segments
and to all customer groups worldwide.

Cross-brand product planning (long range product
plan)

A detailed comparison of product planning has been
carried out with the goal of identifying product overlaps
and gaps in market coverage. One of the findings of
this analysis is that there is hardly any product overlap
within the DaimlerChrysler Group. However, there is a
gap in the small-car segment, which is to be closed in the
year 2004 with the launch of the smart four-seater
(smart forfour).

Furthermore, the committee identified possibilities for
the joint creation of vehicle architectures. A good exam-
ple is the rapidly growing sport-utility and sport-tourer
segment, in which we plan to utilize market potential by
implementing a coordinated, cross-brand strategy. Having
comprehensive information on all vehicle segments
worldwide, on their appeal, their future potential and the
degree of competition, provides a basis for developing
new, innovative products and opens up opportunities for
exploiting synergies across the individual business
units.



Identifying synergy potential with components

One of the tasks of the EAC is to utilize opportunities to
standardize components for use by different divisions
or business units. In order to prevent dilution of brands,
only those components were selected that are not
relevant to brand identity and which can be sourced
globally. Under the leadership of the EAC the Procure-
ment and Development departments defined major
groups of components, formed corresponding teams
and developed a cross-divisional component strategy,
thus enabling substantial savings to be made (see
pages 58-59).

Joint use of engines and transmissions

In order to exploit synergies, existing and future engine
and transmission series were also examined. One exam-
ple of the findings was that there are currently eight
different families of four-cylinder in-line engines at the
DaimlerChrysler Group. By the year 2005 we intend to
reduce this number by 25%. The “World Engine” is

to contribute significantly to this goal. This is a four-
cylinder gasoline engine that is to be developed and
manufactured jointly by Chrysler Group, Mitsubishi
Motors Corporation and Hyundai Motor Company.
Starting in 2005, these three partners together should
produce about 1.5 million of these engines each year.

Cooperation on environmental issues

The tightening of legislation worldwide regarding such
matters as fuel consumption and emission standards,
occupant safety requirements and the recycling of vehi-
cles requires closer cooperation between the divisions.
Research and development expertise gained in the field
of pioneering alternative drive systems will be applied
over the whole Group even more quickly in the future.
Another example of how processes can be shared is
provided by the method developed by Mercedes-Benz
for dealing with end-of-life vehicles. This is now also
employed by Chrysler Group, and our alliance partner
Mitsubishi Motors has decided to use it as well.

Executive Automotive Committee

Organization of the Executive Automotive Committee

Board of Management

Executive Automotive Committee
Chairmen: Schrempp, Hubbert

Mercedes Chrysler Commercial Corporate
Car Group Group Vehicles Development
Hubbert Zetsche Cordes Grube

Alliance
Partner:
Mitsubishi
Motors
Bischoff !

1 In his function as member of the Board of Mitsubishi Motors Corporation appointed by

DaimlerChrysler

Close cooperation with regional subsidiaries

The strategies we developed with the help of our global
sales and marketing organization continued to be suc-
cessfully implemented in 2002. The EAC discussed,
initiated and realized numerous projects with represen-
tatives of the various regions. One of the main issues
in 2002 was the structuring of the sales organization in
view of the Block Exemption Regulation for the sale

of automobiles in the European Union - particularly its
impact on the Group and the options which Daimler-
Chrysler might have. As well as the activities we have
already initiated with our strategic sales partners

in Japan and South Korea, in the future we intend to
strengthen our presence in the Chinese market. The
numerous projects currently under way in China make
it necessary to establish a uniform Group presence

in that country and increase our market effectiveness.
To this end we have also reorganized our regional res-
ponsibilities in China.
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DaimlerChrysler Services increases adjusted operating
profit by 67% to €964 million
of earnings
completed | DaimlerChrysler Bank successfully adds deposit
services to its product range

US business is main source
Refocus on automotive services almost

Toll Collect consortium
obtains contract for truck toll system in Germany

Significant earnings increase in operative business
Despite difficult global market conditions, Daimler-
Chrysler Services was able to significantly exceed its
earnings targets in 2002. Operating profit excluding
one-time effects totaled €964 million, an increase of
67% over the prior year’s figure.

The increase was primarily due to a considerable
improvement in the marketing of off-lease vehicles and
more favorable refinancing conditions. The lower risk-
provisioning requirement in the United States for
Chrysler Group vehicles and Freightliner trucks also
had a positive effect on earnings. However, credit risks
increased in Europe, particularly in the business of
financing commercial vehicles. Operating profit was
also impacted by the declining residual values of off-
lease vehicles in the United States, caused by the
general fall in prices for used vehicles. Improvements to
our processes and systems for limiting credit losses
also improved earnings.

2002 2002 2001
Amounts in millions uss € €
Operating profit 3,208 3,060 612
Operating profit adjusted ' 1,011 964 578
Revenues 16,460 15,699 16,851
Contract volume 114,551 109,252 128,379
Investments in property,
plant and equipment 100 95 12
Employees (Dec. 31) 10,521 9,712

1 To exclude one-time effects

Operating profit including one-time effects totaled
€3.1 billion (2001: €0.6 billion). This figure includes a
one-time gain of €2.5 billion resulting from the sale of
the remaining 49.9% of T-Systems ITS (formerly debis
Systemhaus) to Deutsche Telekom. On the other hand,
there was a one-time charge of €107 million due to
the economic crisis in Argentina (further devaluation
of the Argentine peso against the US dollar), as well as
losses from the sale of parts of our Capital Services
portfolio and a valuation adjustment to the remainder
totaling €281 million (see pages 68-69).

Revenues, new business and contract volume
below prior year’s level

Revenues at DaimlerChrysler Services totaled €15.7
billion in 2002, which, as expected, was below the
figure for the prior year. Apart from the weakening of
the US dollar against the euro, this change was mainly
the result of strong demand for our special financing
programs in the United States, which led to a shift in

customer preferences from leasing to financing.
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As the biggest chemicals company in
the world, BASF needs to focus entire-
ly on its own business. That’s why
it uses the professional services
of DaimlerChrysler Services Fleet
Management to look after its fleet of
vehicles. Because we take care of
everything: We advise our customers
on how to optimize their fleet costs,
and deal with ordering and financing
their vehicles. In this way our custo-
mers are always mobile, have maxi-

mum transparency, and can save up
to 30% of total fleet costs. A clever
idea. Our customers think so too.

www.daimlerchrysler.com/livingbrands
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New business was down only slightly, to €51.8 billion
(-4%), despite the increased use of incentive programs
in the United States, particularly in the second half of
the year. The decrease was due to changes in the value
of the US dollar. Fleet management activities were
significantly expanded in 2002, with the managed fleet
totaling around 300,000 vehicles at year end, an
increase of 10% on the prior year.

Contract volume of €109.3 billion was down 15% from
the prior year, mainly due to changes in the relative
value of the US dollar. The sale of a substantial part of
the Capital Services portfolio also contributed to the
reduction.

With a total portfolio of €83.1 billion (2001: €103.4
billion), North America remains the most important mar-
ket for DaimlerChrysler Services. In Germany, contract
volume increased by 6% to €12.2 billion as a result of
sales-promotion activities. In the other countries of the
European Union contract volume rose from €8.7 billion
in 2001 to €9.1 billion last year, and our leasing and
sales-financing business in the Asia/Pacific region also
expanded.

Workforce numbers rose 8% in the year under review,
to 10,521. At the end of 2002, a total of 5,426 people
were employed by DaimlerChrysler Services in the
NAFTA region, and 2,510 in Germany.

The new North American headquarters of DaimlerChrysler Services

provide an open, creative and innovative working atmosphere.

Growing importance of financial services in a
difficult market environment

Economic conditions in DaimlerChrysler’s key sales
markets remained very difficult in 2002, particularly in
the United States, where the market was characterized
by very high sales incentives. In this situation Daimler-
Chrysler Services’ financial-services activities played

a key role in supporting the sale of Group vehicles and
contributed correspondingly to the overall success of
DaimlerChrysler. One out of every three vehicles sold
was either financed by or leased from DaimlerChrysler
Services. DaimlerChrysler Services concluded leasing
and sales financing contracts for 2.0 million new vehi-
cles worldwide in 2002, meaning that approximately
8,000 Group vehicles were sold each day with the sup-
port of our financial services. In view of this situation,
methods for controlling credit risks and residual-value
risks are becoming increasingly important. By further
improving coordination between DaimlerChrysler Ser-
vices and the sales organizations of the vehicle divi-
sions, we intend to achieve a more customer-oriented
linkage between the Group’s products and the corre-
sponding services offered to our customers. One result
of this strategy has been the creation of global partner-
ship agreements between DaimlerChrysler Services
and the automotive divisions. These agreements include
market-specific regulations for the treatment of

the residual-value risks associated with lease returns.



Expanded activities in Asia

As part of its activities to support DaimlerChrysler’s
long-term strategy, the Services division also expanded
its business operations in Asia last year. In order to gain
a solid foothold in Asia’s second-largest automobile
market, we established a leasing and sales-financing
company in South Korea. We also opened up a liaison
office in China, a market which we view as having
enormous growth potential.

Moreover, by concentrating essential management
functions for the United States, Canada and Mexico as
well as brand-financing activities at our new North
American headquarters in Farmington Hills, Michigan,
DaimlerChrysler Services will be able to operate even
more efficiently in this region in the future.

Refocus on the core automotive business

With the sale of its remaining shares in T-Systems ITS
and parts of Capital Services’ non-automotive portfolio,
DaimlerChrysler Services virtually completed the refo-
cus of its operations on the core automotive business.
The non-automotive items sold included commercial
real estate and the asset-based-lending business.

In addition, an agreement was reached on the transfer
of Capital Services’ business-jet activities in the

United States.

The cash flow generated through the sale of parts
of the Capital Services portfolio will be used to further
strengthen our sales-financing business. Daimler-
Chrysler Services also plans to extend its leading
position in the fleet-management sector.

Services

Successful launch of deposit-banking business
After acquiring a full banking license, the Daimler-
Chrysler Bank significantly expanded its range of ser-
vices in Germany beginning on July 1, 2002. Its product
portfolio now consists of money-market accounts, sav-
ings plans, fixed-interest savings plans, and credit cards
with the attractive RoadMiles rewards program. In the
first six months, more than 50,000 customers made
deposits totaling almost €800 million — even better than
the goals we had set ourselves. With a 30% share of non
Group customers, DaimlerChrysler Bank has succeeded
in substantially expanding the customer base for vehicle
sales. DaimlerChrysler Bank’s money-market account
(3.6% interest rate; without any restrictions on the
amount deposited) offered extremely attractive terms in
the German deposit market at the end of 2002. The
bank’s fixed-interest accounts have terms ranging from
two to six years. In addition, the RoadMiles rewards
program offers customers bonus points not only for pur-
chases made with the DaimlerChrysler and Mercedes
credit cards, but also when they make investments
through the DaimlerChrysler Bank. These points can be
redeemed for attractive merchandise items.

Contract awarded for satellite-based toll system
In September 2002, the Toll Collect consortium, in
which DaimlerChrysler Services has a 45% interest, was
awarded a contract by the German government for
the construction and operation of a satellite-based toll
system for trucks over twelve metric tons in Germany.
The system is scheduled to go into operation in August
2003, and the operator contract is to run for twelve
years. Annual revenues of €500 million are projected.
With Toll Collect, Germany will obtain one of the
world’s most modern and intelligent systems for collect-
ing road tolls. Toll Collect is based on innovative satellite
and mobile-radio technologies. As this flexible system
can be adapted to other countries’ specific needs, Daimler-
Chrysler Services plans to tender for toll-collection
systems in various other European countries and also
in Asia.
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Other Activities

High incoming orders at MTU Aero Engines despite difficult

engine market
targets in spite of challenging market conditions

EADS achieves earnings and revenues
Good

progress with restructuring at Mitsubishi Motors

Significant increase in earnings in 2002
The Other Activities segment consists of MTU Aero
Engines and shareholdings in EADS (33%) and
Mitsubishi Motors Corporation (37.1%), together with
Corporate Research, our real-estate activities, and our
holding and finance companies. Our 40% holding in
TEMIC was also part of this segment until April 1, 2002,
when it was sold to Continental AG. Our share of the
operating results of EADS and Mitsubishi Motors is
included in the operating profit of DaimlerChrysler one
quarter later. DaimlerChrysler’s operating profit for
2002 thus includes these companies’ contributions for
the period of October 2001 through September 2002.
The operating profit of the Other Activities segment
totaled €0.9 billion in 2002 (2001: €1.2 billion), and
includes a one-time gain of €156 million from the sale of
our remaining 40% stake in TEMIC and related activities.
In the year 2001, there was an aggregate one-time gain
of €1.0 billion representing the net effect of the sale
of Adtranz and 60% of TEMIC, the Group’s share of the
one-time income generated at EADS by the share
swap associated with the formation of Airbus SAS, and
the charge arising from the restructuring program at
Mitsubishi Motors. Other Activities’ adjusted operating
profit totaled €747 million in 2002 (2001: €205
million).

Other Activities
2002 2002 2001

Amounts in millions uss$ € €
Operating profit 947 903 1,181
Operating profit adjusted 783 747 205

MTU Aero Engines

Global operations at MTU Aero Engines

Together with its partners, the MTU Aero Engines
business unit develops and manufactures civil and
military aircraft engines as well as industrial gas
turbines. As the world’s largest independent provider
of maintenance services for civil-aviation engines,
MTU Aero Engines also performs repair and overhaul
on aircraft engines and on industrial gas turbines.

MTU Aero Engines
2002 2002 2001

Amounts in millions uss$ € €
Revenues 2,093 2,215 2,487
Incoming orders 2,014 2,131 2,183
Employees (Dec. 31) 8,376 7,839

High level of incoming orders despite ongoing
difficulties in the engine market

The effects of the terrorist attacks of September 11,
2001 led to a significant decline in revenues in the civil
aviation sector in 2002, which also impacted business
developments at MTU Aero Engines.

The business unit’s revenues decreased by 11%
compared with the previous year to €2.2 billion.

A particularly sharp decline of 30% was recorded in the
civil engines and spare-parts business. This decline was,
however, partially offset by an increase in revenues at
the maintenance locations and in the military business.
The latter benefited in the year under review primarily
from the production start-up of the EJ200 engine used
in the Eurofighter jet.

Incoming orders of €2.1 billion in 2002 nearly
reached the level of 2001 (-2%). The high level of orders
for the GP7000 engine for the Airbus A380 was offset
by the depreciation of the US dollar against the euro in
2002. Additionally, orders from government authorities
were down 9%, mainly due to the delay in finalizing
contracts for the A400M military transport plane.

Despite difficult markets in 2002, MTU Aero Engines
GmbH made a significant positive contribution to Group
operating profit.
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A turbine disk, manufactured by MTU Aero Engine Components

New projects safeguard future success

Despite difficult markets, MTU Aero Engines plans to
continue its growth strategy by winning a larger share
of future engine projects. In this context the selection
of the MTU high-pressure compressor for Pratt &
Whitney’s PW6000 civil-aircraft engine is a significant
milestone, as it is the first time that MTU Aero Engines
has participated independently in a project involving
the design, development and production of a core
component for a civil engine. Pratt & Whitney’s choice
of MTU creates a base for further increasing MTU Aero
Engines’ share of orders for new engine components
and participating more in major future development
programs.

The new Airbus A340-600, the newest four-engine long-haul passenger
aircraft of the Airbus family. It features low fuel consumption and thus
lower operating costs than any other long-haul aircraft.

EADS

Revenues and earnings on target

The European Aeronautic Defence and Space Company
(EADS) is the world’s second-largest aerospace and
defense enterprise. EADS achieved its revenues and
earnings targets for the year 2002 despite difficult mar-
ket conditions and governments’ budget constraints.
EADS prepares its financial statements according to the
International Accounting Standards (IAS), and reported
total revenues of €29.9 billion in 2002, 3% lower than in
2001.

Earnings before interest and taxes (EBIT before good-
will amortization and one-time effects) reached
€1.0 billion (2001: €1.1 billion) in the first nine months.
This positive result was due to the continuing market
success of the company’s products, as well additional
cost-cutting measures and synergies from integration.
On February 10, 2003, EADS announced that its EBIT
for the full year should be slightly higher than its target
of €1.4 billion.

Incoming orders at EADS totaled €31.0 billion in 2002,
once again exceeding revenues. The order backlog of
€168 billion at the end of the year was equivalent to more
than five years’ revenues. EADS also expects a further
substantial increase in orders in the short term, mainly as
a result of recent successes at Airbus and planned
defense programs such as the Airbus A400M military
transporter, the British Skynet 5 satellite system, and
the Meteor guided missile.
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Major contracts for Airbus in a difficult market

At the end of 2002, Airbus had 300 new orders, thereby
maintaining its strong market position, equivalent to

a market share of 54% in terms of both units and value.
Airbus was awarded major contracts by easyJet (for

120 aircraft of the A319 jet) and by FedEx (for 10 freight-
version A380 jets). Firm orders for A380 aircraft
increased to 95 units in 2002. With 303 planes delivered
in 2002, Airbus also achieved its goal of delivering 300
aircraft. On December 31, 2002, there was an order
backlog for 1,505 Airbus aircraft, equivalent to full pro-
duction capacity for more than five years related to
production levels at the end of the year.

Success in the defense segment

The success of EADS in the defense segment was
largely due to orders for missile systems and defense
electronics.

Together with its North American partners, EADS was
selected as preferred bidder to supply mission aircraft
and radar systems to the US Coast Guard. EADS thus
strengthened its long-term competitive position in this
strategically important market.

Other EADS units developing as planned

The Aeronautics unit developed positively in 2002,
largely as a result of a solid performance by the Euro-
copter helicopter production company. However,

due to ongoing market weakness, the Space unit remains
problematical. Restructuring and operating-cost control
measures within this business will therefore continue

to have top priority in 2003.

Mitsubishi Motors

Further improvement in earnings

Mitsubishi Motors Corporation (MMC), the fourth-largest
Japanese automaker, continued to restructure in 2002
and succeeded in increasing sales, revenues and earnings.
In the first six months of the financial year ending on
March 31, 2003, sales of MMC vehicles were up 8% to
874,000 units (1st half 2001/02: 808,000 units). Unit
sales of passenger cars increased to 798,000 during the
same period (1st half 2001,/02: 736,000). Within these
overall numbers, sharp declines in sales in Japan (-10%)
and Europe (-8%) were more than offset by substantial
increases in North America (+12%) and other markets
(+25%). Unit sales of commercial vehicles increased

to 76,000 in the first six months of the financial year (1st
half 2001/02: 72,000). This was largely due to higher
sales in Asia, the Middle East and Africa.

Revenues during the first six months of the financial
year ending on March 31, 2003 increased by 6% to
¥1,619 billion (€13.9 billion), the first rise since 1997.
Whereas revenues from worldwide passenger car sales
were up 8% to ¥1,276 billion (€10.9 billion), a severe
contraction in the Japanese market for commercial
vehicles made it impossible to equal the previous year’s
¥352.4 billion (1st half 2002 /03: ¥342.5 billion =
€2.9 billion).

The operating profit according to Japanese GAAP of
¥23.5 billion (€201 million) for the first six months of
2002/2003 was ¥36.6 billion (€313 million) higher than
in the first half of 2001/02. This improvement was
primarily due the progress made with the restructuring
program, but also to the growth in revenues.

Significant progress with restructuring

The restructuring program at Mitsubishi Motors has
made significant progress. The earnings improvement
target for the first half of fiscal year 2002 /03 was
significantly exceeded. In June 2002, MMC left the
Japanese supplier organization Kashiwa-Kai. That move
allowed it to implement a more cost-efficient pro-
curement process that can be conducted on a broader
international supplier base. MMC therefore expects
the 15% savings in material costs targeted for financial
year 2003 /04 to be achieved sooner than planned.



Product offensive ensures future growth

In November 2002, MMC launched the new Colt com-
pact car in the Japanese market. The initial sales

phase for this important new model has to date been
successful. After one month of sales, more than 15,000
vehicles had been ordered. The introduction of the

new Colt marked the beginning of an extensive product
offensive, in which the Mitsubishi brand is to be
redefined worldwide with a new distinctive design to
attract additional customers. MMC plans to launch some
12 new models in various versions in North America,
Europe, Asia and other markets between 2002 and
2007.

Intensified cooperation in the alliance

On September 20, 2002, the DaimlerChrysler Super-
visory Board and the Board of Mitsubishi Motors agreed
to further intensify the cooperation between the two
companies. As a result, on January 6, 2003, MMC spun
off its commercial-vehicle division into a separate com-
pany known as Mitsubishi Fuso Truck & Bus Corporation
(MFTBC). DaimlerChrysler intends to purchase 43% of
MFTBC in March 2003 for approx-imately €760 million.
Mitsubishi Group companies (among them Mitsubishi
Corporation, Mitsubishi Heavy Industries, Bank of Tokyo
Mitsubishi) will acquire 15% of the new company for
approximately €265 million. The remaining 42% will be
retained by MMC. The new company is expected to
generate substantial cost and efficiency advantages

for both DaimlerChrysler and MFTBC through joint
purchasing and sales organizations, consolidation of
investments, and the joint development of vehicle
chassis, powertrains and other components.

The Mitsubishi Colt, launched in November 2002, was the third-best selling
car in Japan in the following month.

The development of shared platforms also intensified in
2002. The Colt model introduced last November in
Japan is based on a common B-segment platform that
will also be used in the four-seater smart in 2004.
Similar projects are under way between MMC and Chrysler
Group for C- and D-segment vehicles. In general, these
projects will generate synergies for MMC and Daimler-
Chrysler in research and development, procurement and
production (see pages 42-43).

In September 2002, MMC also signed contracts with
DaimlerChrysler dealers in Canada to facilitate its entry
into the Canadian market. A similar approach was taken
for Mexico in January 2003, and is planned for South
Africa and Eastern Europe. DaimlerChrysler has also
begun to sell smart cars in Japan through MMC dealers.

MMC and DaimlerChrysler have also entered into
a production partnership in China, whereby MMC will
manufacture the Pajero Sport and the Outlander at
Beijing Jeep in China.

Other Activities
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Research & Technology

Research and development expenditure remains high at

€6.2 billion
drive technologies

Focus on refining conventional and alternative
Emergency braking system for

commercial vehicles unveiled | Significant progress made

with driver assistance systems

Securing a competitive edge through innovation
Innovation is a decisive factor for DaimlerChrysler
when it comes to setting ourselves apart from rival
manufacturers in the automotive industry. The techno-
logical basis for ensuring continual innovation is
provided by Corporate Research and the development
departments in the divisions. In 2002, DaimlerChrysler
invested a total of €6.2 billion (2001: €6.0 billion)

in research and development for new products and
technologies. On December 31, 2002, a total of 2,600
people (2001: 2,700) were employed at Corporate
Research, with a further 24,900 (2001: 25,400) working
in the development departments at the Mercedes Car
Group, Chrysler Group, and Commercial Vehicles. In
2002, activities at Corporate Research and Technology
focused on the following seven technology fields:

— Drive technology

— Vehicle construction and man-machine interaction

- Materials technology

- Production technology

- Intelligent transportation systems

- Software and process technology

Electronics and mechatronics

Reducing fuel consumption and vehicle emissions
One of the major challenges in safeguarding the future
of the automobile is to achieve a sustainable reduction
in CO, emissions, particularly by cutting fuel con-
sumption. Given the fact that conventional drive techno-
logy - i.e. the internal-combustion engine - is extremely
widespread, in 2002 DaimlerChrysler continued to

work hard toward meeting targets — some of them self-
imposed, some legislative — for reducing fuel consump-
tion and vehicle emissions. In this context, the company
is conducting extensive research into systems to limit
soot particles and other emissions in diesel exhaust.

In 2002, we also focused on the continuous enhance-
ment of conventional engine technology as well as
refining alternative drive systems, in particular starter-
generator drives and hybrid and fuel-cell systems
(see page 54). Moreover, we intend to consistently utilize
lightweight construction techniques in order to reduce
vehicle weight as well as wind and roll resistance.

In the area of gasoline and diesel engines, our re-
search activities focused on improved combustion
and fuel injection, new types of supercharger systems,
innovative exhaust-emission control systems, and
continuously variable transmission technology. We have
also been examining the potential of new fuels,
including diesel produced from biomass or natural gas.
In our opinion, both of these alternatives can make a
significant contribution toward the development of more
environment-friendly road transport (see pages 56-57).

Road safety

In order to further increase safety and comfort,

we have developed the “Predictive Powertrain,” which
combines various trip-related data such as the journey
destination, the volume of traffic, the terrain along

the route chosen, and the driving style of the person at
the wheel. On this basis, the system determines the
appropriate engine characteristics, engine speed and
gear changes in order to achieve the lowest possible
fuel consumption, without any sacrifice in driving
comfort.



A further example of a system that plans ahead is the
“Protector,” an emergency braking system for commer-
cial vehicles. Here a radar system alerts the driver

to a dangerous situation and then automatically applies
the brakes if a collision appears imminent. “Protector”
marks the first time that an active braking system which
is responsive to its environment has been developed

for mass production. The system was awarded a runners-
up prize for the German Future Prize, an award presented
by Germany’s president in recognition of pioneering
technology and innovations.

Intelligent controls for relaxed and comfortable
driving

With the increasing number of controls for the heating,
air-conditioning, radio, car phone, navigation

system, and the comfort settings for the engine and
suspension, the requirement of easy operability is also
growing. Given such a broad range of features, it is
important that they can be operated intuitively without
any unnecessary distraction to the driver.

Our new analytical tool ADAM (Advanced Driver Atten-
tion Metrics) offers a way of accurately determining
the degree to which driver assistance and information
systems distract the person behind the wheel. Thanks
to ADAM, we can now optimize new control systems at
a very early stage of the development process.

Such systems include a voice-operated information
system known as the “Mobility Butler.” In a natural voice
dialog, the “Butler” accepts instructions, carries them
out, and helps the driver with a range of tasks. We have
already successfully tested an initial “Butler” prototype
that helps drivers find a parking space.

Customer response to such developments is tested
at our newly opened Customer Research Center (CRC) in
Berlin-Marienfelde. Here we analyze a range of vehicle
components as well as vehicle-related services and the
operation of complete vehicles on the road. For exam-
ple, in order to ensure the high-quality feel to a vehicle
interior that is so typical of our brands, we test cus-
tomers’ tactile, visual and auditory responses to vehicle
features in specially equipped laboratories.

Research & Technology

The automatic emergency braking system, Protector, first gives the driver

an acoustic and visual warning of an imminent front-end collision. If he does
not react, the system decelerates the truck with maximum braking force.
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Alternative Drive Concepts

Alternative drive concepts are the key to sustainable
mobility | Hybrid vehicles use less fuel than conventional
drive systems | Start of customer tests for fuel-cell
vehicles - a major milestone toward market launch

The vision of sustainable mobility

From a medium and, above all, a long-term perspective,
DaimlerChryler believes that another key to realizing
the vision of sustainable mobility lies with alternative
drive concepts and the use of new biogenic or regenera-
tive fuels (see pages 56-57). One of the pillars of our
corporate strategy, which aims at securing a long-term
increase in the value of the company, is to strengthen
our innovative and technological leadership in drive
technology. DaimlerChrysler is therefore working inten-
sively to develop hybrid drive and fuel-cell technologies.

Enhanced performance with hybrid drive systems
For a number of years now, DaimlerChrysler has been
developing hybrid vehicles on the basis of several
different platforms. During this time, we have show-
cased a whole range of hybrid concept vehicles,
including the Mercedes-Benz A-Class “Hyper,” the
“smart hyper,” the Dodge Durango and the Chrysler
Sebring.

The hybrid concept offers an intelligent combination
of the conventional internal-combustion engine and
electric drive technology. In vehicles such as the
Chrysler Sebring, as unveiled in April 2002, this can
significantly reduce fuel consumption along with
substantial improvements in performance.

Nevertheless, the complexity of hybrid technology
means significantly higher manufacturing costs. So only
in exceptional cases, for example the Dodge RAM
Contractor Special, can hybrid vehicles be marketed
economically. DaimlerChrysler is therefore focusing
on lowering the manufacturing costs of hybrids.

First fuel-cell vehicles undergo customer tests
Since 1994, when the company presented its inaugural
fuel-cell concept car, NECAR 1, DaimlerChrysler has
developed and tested 20 different prototypes. They have
been based on company models ranging from the
Mercedes-Benz A-Class to the Jeepg Commander

and the Mercedes-Benz Sprinter, and included NEBUS,

a fuel-cell bus. In October 2002, DaimlerChrysler
unveiled its first fuel-cell vehicles destined for fleet use.
The program comprises 30 fuel-cell-powered Mercedes-
Benz Citaro city buses and 60 Mercedes-Benz A-Class
vehicles. Beginning in 2003, the Citaros will be
delivered to transport operators in ten major European
cities. The A-Class vehicles, which are easily recog-
nizable by their “F-Cell” logos, are to take part in
collaborative testing projects with customers around the
world, starting in 2003, to find out how they perform

in everyday use. The buses will operate in normal service
in cities with differing climates and terrain. At the

same time, they will introduce this clean and innovative
form of transportation to several thousand passengers
in Europe every day.

The completion of the fuel-cell concept phase
at DaimlerChrysler is another milestone on the road to
launching this trendsetting drive technology on the
market. The field tests are expected to yield important
information for the further development of this for-
ward-looking technology.

Fuel-cell drives are substantially more efficient than
internal-combustion engines. As such, they offer great
potential for reducing CO, emissions. Given the radical
modifications to the drive concept that this technology
entails, it is still in the early stages of what will be a
long-term development process. Moreover, the market

launch of such vehicles will require the creation of an
infrastructure for the supply and distribution of
hydrogen or methanol. Mass production is therefore
not expected before the next decade.




“l am particularly fascinated by the fact that this

pioneering technology offers zero-emission mo-

bility without fossil fuels,” says Rainer Bickel,
responsible for prototyping and testing the Citaro
fuel-cell bus. As part of an EU project, in 2003 a
total of 30 Mercedes-Benz Citaro city buses will be
delivered to customers in ten major European
cities and proven in service over a period of two
years. The necessary hydrogen infrastructure will
be built up and tested in parallel. Energy for the
future.

www.daimlerchrysler.com/livingbrands
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DaimlerChrysler and the Environment

Reduced environmental impact from vehicle production and
operation | Further decrease in total fleet consumption
Project launched to produce diesel and methanol from
biomass | Group-wide promotion of environment-protection
projects

Ongoing process to achieve sustainable mobility
and environmental protection

Back in 1992, government representatives from 180
countries pledged their support for the concept of
sustainable development at the United Nations Confer-
ence on the Environment and Development in Rio de
Janeiro. Ten years later, an initial assessment of the
progress made reveals two significant facts: On the one
hand, more effort is still required to realize the vision
of enduring environmental protection and sustainable
mobility. On the other hand, the last few years have
seen significant advances and improvements in many
areas.

We at DaimlerChrysler have also implemented numer-
ous changes in recent years with a view to significantly
reducing the impact on the environment from the pro-
duction and operation of our vehicles. Measures already
taken include the introduction of certified environmental
management systems at our plants and a substantial
reduction in emissions resulting from production pro-
cesses. We have, for example, reduced specific solvent
emissions by up to 80%. At the same time, significantly
enhanced efficiency in dealing with resources and
greater use of renewable raw materials in vehicle manu-
facturing are both helping to ease the burden on the
environment. Along with such improvements, we have
also achieved a significant cut in fuel consumption and
CO, emissions for our vehicles through measures taken
within individual product lifecycles and from one model
generation to the next. As a result, the average fuel con-
sumption of our entire passenger-car fleet in Germany
has fallen by over 22% since 1995.

To reduce the amount of waste paint temporarily stored in basins,

after water and solvents are extracted the solid residue is compressed
into pellets. The high-purity methanol that is gained in this way can be
used as fuel in internal-combustion engines or fuel cells.

Around 40% of the total research budget at Daimler-
Chrysler is dedicated to the issues of fuel consumption
and emissions. In particular, we are working hard to
develop fuel-cell and hybrid drives and to create highly
efficient internal-combustion engines (see page 52).

Indeed, the internal-combustion engine still has poten-
tial for improvement. However, even though renowned
environmental organizations regard the level of
emissions produced by today’s gasoline engines as
extremely low, work remains to be done in the area of
fuel consumption.

In order to bring about a further reduction in total
fleet consumption, it is crucial that the company intro-
duce low-consumption models for every vehicle
segment. The real challenge here consists of maintain-
ing a healthy balance between low consumption on the
one hand and continued product appeal on the other.
Proof that this can be achieved is offered by the market
success of the smart cdi, which is by far the most
popular ultra-fuel-efficient vehicle (three liters of fuel
per 100 kilometers) in Germany.



Renewable fuels - an option for the future
Nevertheless, it is clear that efforts to improve the
environmental credentials of motor-vehicle traffic must
focus on more than just the car itself. Of even greater
importance is the optimization of the entire vehicle-fuel
complex.

In this respect, alternative fuels, and renewable fuels
in particular, have an important role to play. Even
though oil supplies are set to last well into the medium
term, we are naturally also investigating possible alter-
natives. As part of the so-called Choren project, we
are therefore looking into ways of turning biomass into
diesel fuel or methanol. In the coming years, we
can expect to see a development in this field similar to
what has already occurred with the use of renewable
materials in vehicle production.

The issue of renewable fuels is also closely linked to
the question of drive technology. From a “well-to-wheel”
perspective, which is a holistic approach considering
all aspects ranging from oil drilling to the drive train, it
is already evident that the use of renewable fuels even
with conventional combustion engines would make
a significant contribution to reducing CO, emissions.
Alongside our core objective, which is the continued
enhancement of the efficiency of our drive systems,
we therefore actively promote the introduction of envir-
onmentally compatible fuels in the market.

DaimlerChrysler and the Environment

Promoting innovations in environmental protection

In order to boost environmental awareness among

our employees, we have been awarding our own “Envi-

ronmental Leadership Award” for several years now.

This prize, which is presented to company employees

or suppliers throughout the world, honors exceptional

achievements in the field of environmental protection.

At the same time, both the statistics and the sheer

range of different projects demonstrate just how firmly

environmental protection is rooted in our corporate

culture. In 2002 alone, we received more than 100

proposals for environmental improvements from over

50 company locations in a total of eleven countries.

- In Valencia, Venezuela, DaimlerChrysler employees
teach classes on the subject of environmental pro-
tection at ten schools on a voluntary basis. In this
way, they are actively helping the company to fulfil its
social responsibilities. A total of 37,000 people are
involved in related environmental projects.

- The amount of special waste produced at the Sindel-
fingen plant in Germany has been reduced by 99%,
resulting in savings of nearly €35 million. This exam-
ple shows that innovative methods of reducing waste
support the achievement of both ecological and
economic objectives.

- By exploiting the gas that previously went unused at
a nearby waste disposal site, the heating station
at the Chrysler plant in St. Louis, Missouri, has been
able to cut annual CO, emissions by 15,000 tons
while saving more than €300,000.

The breadth of our commitment to environmental pro-

tection has also received international recognition.

At the Johannesburg Environmental Summit in Septem-

ber 2002, for example, DaimlerChrysler was presented

with the “World Summit Business Award.” The com-
pany’s dedication to this issue is also one of the reasons
why we are listed on the Dow Jones Sustainability Index.
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Global Procurement & Supply

Total purchasing valued at €102.1 billion | New organization
for global procurement | Significant reduction in variety
of components

Continued implementation of global procurement
management

In 2002, DaimlerChrysler purchased goods and services
valued at €102.1 billion (2001: €106.5 billion). For

the automotive divisions alone, Global Procurement &
Supply (GP&S) purchases were worth €99.8 billion
(2001: €101.2 billion).

Due to stronger competition between suppliers,
GP&S aligned its organization and processes to enhance
global coordination, and to accelerate the internal
transfer of knowledge and technology. These measures
are designed to optimize the global supply base.

Global procurement focused on efficient suppliers
Intense competition within the automotive industry and
the increasing complexity of vehicles mean heavier
demands on suppliers. The selection of cost-efficient
suppliers and the utilization of economies of scale are
thus becoming increasingly important. DaimlerChrysler
purchased about 40% of its goods and services in
Germany during the period under review, and a further
8% in other countries of the European Union. North
America’s share was around 48%. Due to the sharper
focus on Asian markets, we are also intensively analyz-
ing the potential for more procurement there.

In 2002, approximately 700 online bidding events
were processed via the Covisint Internet platform.
Covisint, a company whose shareholders include
DaimlerChrysler and several other automobile manu-
facturers, provided the required technology and
carried out the bidding procedures. This underscores the
increasing importance of online bidding as an efficient
procurement instrument.

New organization and processes for global
procurement

In order to achieve cost savings combined with im-
proved quality for non-production material (goods which
do not flow into our products, but which are needed

for their production, such as machines), the new Inter-
national Procurement Services (IPS) organization

has been formed, so that materials with global synergy
potential are purchased by just one department.

GP&S also implemented a lead-buyer model for pro-
duction material (goods which flow directly into the
products, such as steel, paint or tires) so as to enhance
communication and coordination among the procure-
ment departments of Mercedes Car Group, Chrysler
Group and the Commercial Vehicles division. The lead
buyers oversee the procurement of certain materials
and parts, worldwide, in cooperation with the buyers for
each vehicle brand.

This reorganization of GP&S represents a major
milestone in leveraging DaimlerChrysler’s purchasing
power more effectively and managing resources
globally.

Standardized information technology and processes
To facilitate the work of the new organization, processes
were standardized and a common commodity coding
system was established for all parts and components

to be purchased. Based on state-of-the-art information
technology, existing procurement systems across

all GP&S operations were integrated to enable a global
flow of information. A data warehouse provides the
detailed information needed for worldwide commodity
management.



Reduced variety of parts due to concentration

in material groups

Within the context of the commodity strategies initiated
by the Executive Automotive Committee (EAC), we also
grouped together suppliers with identical or similar
product ranges and defined groups of common parts or
materials. With an optimized supply base Daimler-
Chrysler can increase purchases from its best-perform-
ing suppliers and lower their costs as well.

By defining common commaodities, significantly higher
volumes of single parts or materials can be purchased.
This also creates economies of scale for our suppliers.
In order to protect our brands, only those components
which are of minor importance for brand identity are
selected for such grouping (see pages 42-43).

Implementation of the commodity strategies
Within the framework of implementing our commodity
strategy we took the following decisions in 2002:

In the past, DaimlerChrysler used 14 different steer-
ing pumps in its various vehicles. Investigations have
shown that it is possible to reduce this number, so that
by 2006 just three versions will be needed. This
standardization will also result in a smaller number of
suppliers.

One common tire-pressure sensor is to be developed
from the three existing components. The new design
will meet the needs of Mercedes Car Group, Chrysler
Group and Mitsubishi Motors, our alliance partner,
in terms of electrical, temperature and system require-
ments. In addition, substantial savings will be made by
reducing the variety of valve designs and by standar-
dizing rear-wiper motors. In the future, identical motors
will be used in several vehicle lines. We have also been
able to use price transparency in exhaust systems in one
business unit to eliminate price differentials elsewhere.

Global Procurement & Supply

Substantial savings potential from combined procurement: In the future,

only one type of sensor will be used worldwide to measure tire pressure.

Yet another example is an agreement among the
Mercedes-Benz Trucks and Freightliner/Sterling/
Thomas Built Buses business units to use identical
air-conditioning compressors in some of their vehicles.
And together with the development departments we

are currently analyzing whether Mercedes-Benz radiators
can be fitted to Freightliner trucks.

In order to achieve even greater cost savings for
future models and vehicle series, we hold frequent work-
shops in which know-how is pooled and new ideas
are generated.
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DaimlerChrysler’s Social Responsibility

DaimlerChrysler assumes social responsibility worldwide
Support for social, humanitarian, cultural, ecological and

scientific projects
Global Compact
South Africa

Support for the principles of the UN’s
Commitment to reducing HIV/AIDS in
Publication of first social-responsibility report

DaimlerChrysler - global player and good
corporate citizen

As an automotive and services company operating
globally, DaimlerChrysler is part of a larger community.
We are aware of our social responsibility at every
location where we do business — and in the world as

a whole.

Our customers’ acceptance of our products and
services makes it possible for us to make positive contri-
butions for the benefit of the environment and society
all over the world. DaimlerChrysler endeavors to create
a better future by working closely with decision-makers
in politics, business and society at large.

Principles underlying our actions: the Global
Compact and the Integrity Code

DaimlerChrysler believes people everywhere should
benefit from globalization, no matter where they live.
We therefore support the Global Compact initiated by
UN Secretary General Kofi Annan. The principles con-
tained in the Global Compact also constitute guidelines

Principles of the “Global Compact”

o

Human Rights

. Businesses should support and respect the protection of internationally

proclaimed human rights within their sphere of influence; and

. make sure they are not complicit in human rights abuses.

Labour

. Businesses should uphold the freedom of association and,

the effective recognition of the right to collective bargaining;

. the elimination of all forms of forced and compulsory labour;
. the effective abolition of child labour; and
. eliminate discrimination in respect of employment and occupation.

Environment

. Businesses should support a precautionary approach to environmental

challenges;

. undertake initiatives to promote greater environmental responsibility; and
. encourage the development and diffusion of environmentally friendly

technologies.

for acting responsibly at all of our company’s locations.
They augment DaimlerChrysler’s own guidelines through
which we have committed ourselves in writing to equal
opportunities, health care and work safety, protection of
the environment, and the Integrity Code (see page 153).
For the Global Compact to succeed, all employees have
to be committed to its objectives. DaimlerChrysler and
its newly established World Employee Committee are
cooperating closely to achieve this goal.

Reflecting our commitment to social responsibility, we
support social, humanitarian, cultural, environmental
and scientific projects worldwide. The company donates
money in emergencies, sponsors projects of public
benefit and supports various foundations. With all of

our social involvement we show that we care.
It is a principle that guides all of our social activities.




Sprinter for the main meal of the
day. On behalf of various charities,
the “Table Service” organization
collects donated food every day
and distributes it to the needy in the
form of a warm lunch. So that they
can do this work, DaimlerChrysler
has provided 100 Mercedes-Benz
Sprinters free of charge for this table

service.

www.daimlerchrysler.com/markenerlebnis
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DaimlerChrysler’s Social Responsibility

DaimlerChrysler: a good corporate citizen

The company’s support of the World Childhood Foun-
dation (WCF) is just one example of DaimlerChrysler’s
committment to improving living conditions worldwide,
and of the seriousness with which the company

takes its responsibilities as a good corporate citizen.
DaimlerChrysler is one of the co-founders of this
charitable organization initiated by Sweden’s Queen
Silvia, and has supported its work with a donation of

€1 million. The WCF looks after destitute street children
who have been sexually abused and who would other-
wise have virtually no chance of ever living a decent life.
The Foundation currently helps needy children in 37
projects worldwide.

It is not just the company but also its employees who
support this project: During their free time, approxi-
mately 600 DaimlerChrysler employees from 14 music
ensembles simultaneously staged benefit concerts
on behalf of the WCF at eleven locations throughout
Germany.

Responsibility for employees:

the fight against HIV/AIDS

The acquired immune-deficiency syndrome, AIDS, is the
most common cause of death in many countries, includ-
ing South Africa. As a result, the company loses many
highly skilled employees. As part of its Workplace
Initiative on HIV/AIDS, DaimlerChrysler South Africa is
providing medical care for those who need it as well as
information on the disease and on methods to prevent
it from spreading. Other members of this public-private
project are the South African government, the German
Society for Technical Cooperation (GTZ), trade unions
and various international organizations such as UNAIDS.
Protecting employees and their families against AIDS
has top priority at DaimlerChrysler. The company was
honored by the United Nations for its efforts in
combating AIDS when UN Secretary General Kofi Annan
presented the Award for Business Excellence in the
Workplace to CEO Jirgen E. Schrempp in June 2002.
Jurgen E. Schrempp was also appointed chairman of the
Global Business Coalition on HIV/AIDS.

Jane Alexander, “African Adventure” (1999-2002); Last year, the “African
Adventure” sculpture installation was shown outside South Africa for the first

time in exhibitions of the artist’s work at DaimlerChrysler’s premises in
Stuttgart and Berlin. In recognition of her outstanding artistic achievement,
Jane Alexander was given the “DaimlerChrysler Award for South African
Sculpture 2002”.

Intercultural exchange

The need for greater intercultural understanding and
dialogue is one of the most pressing challenges of our
time, and DaimlerChrysler considers it a social and
corporate responsibility to promote cultural exchange
among people of different backgrounds.

The New York-Berlin bridge

Following the terrible events of September 11, 2001,
German Chancellor Gerhard Schrdder initiated

a program that enabled 1,000 New York teenagers
aged 16 to 18 to tour Germany. DaimlerChrysler took
a leading role in this project, which was designed

to provide young people with an insight into German
culture and society.

A picture is worth a thousand words

In addition to sponsoring talented young musicians and
numerous orchestras, DaimlerChrysler also supports
the fine arts. For example, DaimlerChrysler sponsors
numerous cultural and art events in Germany and the
United States.

DaimlerChrysler’s own art collection is regularly
exhibited to employees and the public. In South Africa
DaimlerChrysler awarded a prize to young artists, whose
work was subsequently exhibited in Germany.



In 2002, the DaimlerChrysler Corporation Fund
provided financial support for “Degas and the Dance,”
an extra-ordinary exhibition at the Detroit Institute of
Arts of masterpieces by the Impressionist artist, Edgar
Degas. The paintings, drawings and sculptures in this
unique exhibition were loaned by 97 art collections in
eleven countries.

First DaimlerChrysler social-responsibility report
In order to better present the many social projects
sponsored by DaimlerChrysler, the company published
its first social-responsibility report in November 2002.
“Social Responsibility — A Commitment to the Future”,
which can also be downloaded from the Internet at
www.daimlerchrysler.com, provides in-depth information
on our efforts to improve opportunities for young
people, promote dialogue and cooperation with univer-
sities and training centers, support social initiatives,
promote environmental-protection projects, and
sponsor the arts and culture throughout the world. It
also describes DaimlerChrysler’s activities in this field
at several locations where the company does business.

Mobility: road safety for everyone
As an automaker, DaimlerChrysler is especially con-
cerned with traffic safety. Thanks to a number of tech-
nical innovations ranging from the airbag to the night
vision system, the company is close to realizing its
vision of “accident-free driving.” In addition, we want
everyone — and children and teenagers in particular
- to know how to behave properly in traffic situations.
In addition to our participation in the Global Road
Safety Partnership in conjunction with the World Bank,
DaimlerChrysler initiates its own projects. One of them,
the “Fit for a Kid” project in the United States, shows
parents how to properly install and use child-safety
seats. The global MobileKids project meanwhile
provides children between eight and twelve with traffic-
safety information.

DaimlerChrysler’s Social Responsibility 63
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The international “Mobile Kids” project teaches children between the
ages of eight and twelve to use their bicycles, skateboards and kickboards
with more awareness and safety.

Technology and innovation

DaimlerChrysler sets great importance in attracting
qualified young professionals to work in research
and technology, so we try to contact young people at
an early stage in their career.

The best known competition for up-and-coming
scientists in Germany is “Young Researchers”, in which
DaimlerChrysler offers the Prospects Forum for national
winners and runners-up. DaimlerChrysler also believes
it has a social responsibility to encourage dialogue
among universities, the business community, and up-
and-coming scientists and researchers.

DaimlerChrysler is convinced that the prospects for
technical professions are excellent, and therefore the
company was actively involved in Baden-Wiirttemberg’s
Young Women’s Technology Day 2002 for female
students from grades nine through twelve. The company
was one of its main sponsors and offered a program
of its own as well. DaimlerChrysler’s involvement in such
projects is designed to interest young women in a
career in technology, an area where they are traditionally
underrepresented.
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Human Resources

Continued implementation of global human resources
strategy | 365,571 employees worldwide (2001: 372,470),
decrease mainly at Chrysler Group and Commercial
Vehicles | Greater flexibility to adapt to fluctuations in
demand

365,571 employees worldwide

At December 31, 2002, DaimlerChrysler employed
365,571 people worldwide (2001: 372,470). Of

this total, approximately 191,574 worked in Germany
(2001: 191,158), and 101,437 in the United States
(2001: 104,871). The decrease in the size of the Group’s
workforce was the result not only of staff reductions
connected with the measures taken at Chrysler Group
to reduce costs and increase efficiency, but also of the
sale of production facilities such as in Graz, Austria,
and of the restructuriing activities at the Commercial
Vehicles division. Overall, the total number of employees
was reduced by 6,900 during 2002.

Responding flexibly to fluctuations in demand.
DaimlerChrysler is taking various measures to increase
its flexibility to respond to fluctuations in demand,

while maintaining its permanent core workforce. These
measures include adjusting employee numbers (work-
force flexibility) and employees’ working hours (working-
time flexibility) to actual requirements by means of

2002 2001
Employees (Dec. 31)
DaimlerChrysler Group 365,571 372,470
Mercedes Car Group 101,778 102,223
Chrysler Group 95,835 104,057
Commercial Vehicles 94,111 96,644
Sales Organization Automotive Businesses 42,142 38,733
Services 10,521 9,712
Other ! 21,184 21,102

1 MTU Aero Engines, Corporate Research department, real-estate activities, and
holding and finance companies

so-called flexi-pools, working-time accounts, new shift
models, working-time budgets, and the use of temporary
employees in the holiday season. Together such mea-
sures introduce an element of flexibility equivalent

to around +/- 25% of the company’s capacity in Germany,
enabling it to respond rapidly to fluctuations in demand
with little effect on costs. The introduction of long-term
working-time accounts in Germany launched yet
another innovative and forward-looking instrument for
achieving greater flexibility. With the help of these
measures taken to increase flexibility, the company was
able to maintain approximately 3,000 jobs in the year
2002. Against a background of continuing uncertainties
regarding market developments, DaimlerChrysler plans
to further intensify its activities in this area.

Employee stock program successful in 2002

The employee stock program was restructured in 2001
to allow employees to purchase a total of 90 shares per
year in three purchasing rounds (30 shares per round).
In 2002, around 45,300 employees participated in

the three purchasing rounds (2001: 44,600), bringing
the total number of employee stockholders at year-end
2002 to 126,000. Employee shares are an important
instrument for us to encourage employee retention and

to allow employees to participate more directly in the
company’s success.




We are the Berlin-Marienfelde facility.
The oldest production plant in the
DaimlerChrysler Group offers its em-
ployees, from apprentices to production
manager, the right opportunities for
individual development. The outstand-
ing levels of qualification and motiva-
tion of the Berlin workforce, combined
with their wealth of ideas and flexi-

bility, have been a decisive factor for

the success of the plant for 100 years.

www.daimlerchrysler.com/livingbrands
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World Employee Committee established

In 2002, the management of the Group in consultation
with international employee representatives founded the
World Employee Committee, an important information
and discussion panel for worldwide employment issues.
Mutual understanding and good working relationships
facilitate further progress with the global linkage of our
activities.

e-business activities further expanded
DaimlerChrysler has continuously expanded its
e-business activities at Human Resources in recent
years. In this context our employees are gradually
being introduced to internal e-business applications.
This accelerates and simplifies internal processes and
allows direct interaction. All employee-related e-business
applications are consolidated in the DCeLife program.
The Employee Portal, which is the individual employee’s
personal gateway to DC eLife, provides information to
employees at all DaimlerChrysler locations in Germany,
as well as handling working processes and personal
applications. The electronic travel service, for example,
brings together 70 travel agencies in a virtual Travel
Service Center that registers approximately 180 online
bookings per day.

In addition, the ePeople project has standardized
web-based personnel management processes and
established an online network for human resources
departments throughout Germany. The first ePeople
applications have been successfully introduced. We
intend to gradually make our e-business applications
available at our locations worldwide.

Comprehensive executive assessment with LEAD

In 2002, we continued to develop our global executive
assessment and development instrument, LEAD
(Leadership Evaluation And Development). LEAD is
designed to identify management potential in a timely
manner, promote talent, and ensure that the company’s
management requirements will be met over the long term.
In 2002, the LEAD process generated a comprehensive
overview of global potential at DaimlerChrysler and
identified a large number of high-potential managers at
all levels, thus enabling the Group to meet its future
needs for specialists and executive staff and offering

attractive career prospects to our employees. The

LEAD process was also instrumental in the recruitment
of an international team for Asia in 2002. In 2003, LEAD
will be expanded to include master craftsmen and non-
managerial salaried employees, so that persons with
potential can be systematically identified and promoted
at an earlier stage.

Attracting young professionals and graduates

Last year, DaimlerChrysler cooperated closely with
numerous colleges and universities in order to recruit
young, talented professionals to the company. These
recruitment efforts focused primarily on university
graduates and young professionals with a technical
background. Various events, such as the International
Engineers Day, the Passenger Cars Development Career
Workshop, and the Women’s Career Workshop, enabled
potential recruits to gain a practical insight into the
inner workings of the company. In addition, customized
job-entry and employee-development programs will
ensure the successful integration of the approximately
2,400 young people we hired around the world in 2002.

Training and continuing education to meet future
demands

Training and continuing education are crucial to business
success. For this reason, DaimlerChrysler invested some
€310 million in training and further education programs
in 2002. Experienced employees are also prepared for the
constantly changing demands that are placed upon
them, in line with the philosophy of lifelong learning. At
the end of the year, the company had 10,300 trainees

in Germany (2001: 10,400).

A thank you to our staff

We would like to thank all our employees for their initia-
tive, commitment and achievements. We are convinced
that the ability, enthusiasm and energy of our emp-
loyees will enable us to continue our successful deve-
lopment in the future. We also extend our thanks

to the employee representatives for their constructive
cooperation.
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