


Key Figures

Daimler Group

2016 2015 16/15
€ amounts in millions % change
Revenue 153,261 149,467 +3
Investment in property, plant and equipment 5,889 5,075 +16
Research and development expenditure 7,572 6,564 +15
Free cash flow of the industrial business 3,874 3,960 -2
EBIT 12,902 13,186 -2
Net profit 8,784 8,711 +1
Earnings per share (in €) 7.97 7.87 +1
Dividend per share (in €) 3.25 3.25 0
Employees (December 31) 282,488 284,015 -1

1 Adjusted for the effects of currency translation, revenue increased by 3%.

Cover photo

With Concept EQ, Mercedes-Benz shows how the
electric car can move into the fast lane. The study

in the style of an SUV coupe appeals with a range
of up to 500 kilometers and the typical Mercedes
strengths of safety, comfort and connectivity. The
Concept EQ therefore stands for modern, sustainable
mobility. In the future, Mercedes-Benz will present
all of its e-mobility activities under the EQ brand,
with an ecosystem of products, services, technologies
and innovations. Customers will have access to a
spectrum ranging from electric vehicles to wall boxes,
charging services and home-energy storage units.

Daimler’s Divisions >
Daimler at a Glance >



Divisions

2016 2015 2014 16/15
€ amounts in millions % change
Mercedes-Benz Cars
Revenue 89,284 83,809 73,584 +7
EBIT 8,112 7,926 5,853 +2
Return on sales (in %) 9.1 9.5 8.0 o
Investment in property, plant and equipment 4,147 3,629 3,621 +14
Research and development expenditure 5,671 4,711 4,025 +20

thereof capitalized 2,008 1,612 1,035 +25
Unit sales 2,197,956 2,001,438 1,722,561 +10
Employees (December 31) 139,947 136,941 135,553 +2
Daimler Trucks
Revenue 33,187 37,578 32,389 -12
EBIT 1,948 2,576 1,878 -24
Return on sales (in %) 5.9 6.9 5.8 .
Investment in property, plant and equipment 1,243 1,110 788 +12
Research and development expenditure 1,264 1,293 1,188 -2
thereof capitalized 57 26 34 +119
Unit sales 415,108 502,478 495,668 -17
Employees (December 31) 78,642 86,391 87,628 9
Mercedes-Benz Vans
Revenue 12,835 11,473 9,968 +12
EBIT 1,170 880 682 +33
Return on sales (in %) 9.1 7.7 6.8 .
Investment in property, plant and equipment 373 202 304 +85
Research and development expenditure 442 384 293 +15
thereof capitalized 238 153 68 +56
Unit sales 359,096 321,017 294,594 +12
Employees (December 31) 24,029 22,639 21,598 +6
Daimler Buses
Revenue 4,176 4.113 4,218 +2
EBIT 249 214 197 +16
Return on sales (in %) 6.0 5.2 4.7
Investment in property, plant and equipment 97 104 105 -7
Research and development expenditure 202 184 182 +10
thereof capitalized 11 13 11 -15
Unit sales 26,226 28,081 33,162 -7
Employees (December 31) 17,899 18,147 17,473 -1
Daimler Financial Services
Revenue 20,660 18,962 15,991 +9
EBIT 1,739 1,619 1,387 +7
New business 61,810 57,891 47,912 +7
Contract volume 132,565 116,727 98,967 +14
Investment in property, plant and equipment 37 30 23 +23

Employees (December 31) 12,062 9,975 8,878 +21




OUR BRANDS AND DIVISIONS

Mercedes-Benz Cars

i g | e AN B AC -

Mercedes e E C\‘

Daimler Trucks

FUSO
- =

LA LA TR

i€ © m e
|

Mercedes-Benz Vans

Daimler Buses

® &
|

o ®

LA LA TR

Daimler Financial Services

Mercedes-Benr Bank Merotdes-Bea

Financial Services Dottt Funci |

&0 moovel - * mytax



Contents

Future Mobility

Automobile next level
Transportation next level
Mobility next level

Leadership 2020

Chairman’s Letter

A | To Our Shareholders

The Board of Management
Report of the Supervisory Board
The Supervisory Board
Highlights of 2016

Daimler and the Capital Market
Objectives and Strategy

B | Combined Management Report

Corporate Profile

Economic Conditions and Business
Development

Profitability

Liquidity and Capital Resources
Financial Position

Daimler AG

(condensed version according to HGB)
Sustainability and Integrity

Overall Assessment of the Economic Situation
Events after the Reporting Period
Remuneration Report
Takeover-Relevant Information

and Explanation

Risk and Opportunity Report

Outlook

Information guidance system

14
36
54

56

58

63

64
66
72
74
80
84

90

92

97
103
109
117

120
123
140
141
142

155
158
174

71 Refers to an illustration or a table in the Annual Report

@ Refers to additional information on the Internet
O Cross-reference within the Annual Report

E Refers to a Daimler publication

C | The Divisions

Mercedes-Benz Cars
Daimler Trucks
Mercedes-Benz Vans
Daimler Buses

Daimler Financial Services

D | Corporate Governance

Report of the Audit Committee
Declaration on Corporate Governance,
Corporate Governance Report

E | Consolidated Financial
Statements

Consolidated Statement of Income
Consolidated Statement of Comprehensive
Income/Loss

Consolidated Statement of Financial Position
Consolidated Statement of Cash Flows
Consolidated Statement of Changes in Equity
Notes to the Consolidated Financial
Statements

F | Further Information

Responsibility Statement
Independent Auditors’ Report
Ten Year Summary

Glossary

Index

Daimler Worldwide

180

182
188
193
196
199

202

204

207

216

218

219
220
221
222

224

304

306
307
308
310
311
312






- . %3 e e Ld
‘ - =T 2 e I8 '“ﬂ e
Gl 2. iz mw
. _ A TS | E 1 #e T3 L1
- S OF P = T as 0 68 8. 3T o -
= B PO T sl SaBasiBOH I 3,
. ik i 25 a0 80 5% 86 g T
& if ; ° IS e AR Ting ',
Fseeg 5 rqul; B
. _ ol g
<y _ 2
¥ . _-.-5 S 18 .#b
FEIR ST o i 2y 25 88 B o% se iR T !
; . TeewBEhROR ..ORel  SEEFIE BN TE T
: Rl ) = ¥, # 2§ ? 3
22 ey Bt ’S%J IJ M
PE " 4 =T RSP y
EE ;“ gi;..q W b uiwui
m EEET i g I' . 7
= T :——?‘;_;_—?
o =

connecte a7/

‘ autonomous




(]
>
=
=
o
o
=
w
@
2
=
o)
[T

e

o

we

—g -k -4y d.ﬂm...l&...nq@.?ﬂ“ﬁ;t_..

P TETERE . W

- - 1‘1%"..1 '
- e

:
= 1 10

kY

W|myss W
L
£

w
M

=

shared &
services

ok " \
". W
! \







FUTURE MOBILITY 5

electric

Concept EQ

: '_qu_r_bihger of°a new era of mobility: The visionary

- Concept EQ makes a fascinating impression with its

innovative electro-style look. The concept car offers

- adetailed preview of our new generation of vehicles
~ equipped with battery-electric drive systems.

O pages 221
@ 'a_l"2:0'1'<_5:daimIe_r.com/eIectric



ar2016.daimler.com/electric

@ connected

Mercedes-Benz Vision Van

Delivers revolutionary concepts: With its fully automatic
cargo area, integrated delivery drones and other innovations,
the intelligent Vision Van defines the requirements for fully
connected delivery chains and the vans of the future.

© pages 44f
@ ar2016.daimler.com/connected



ar2016.daimler.com/connected

FUTURE MOBILITY 7




connected

*_Innovations on board: The locally emission-free
_ and extremely quiet, connected and fully electric
A Urban eTruck demonstrates how heavy-duty
-distribution transportation will be taken to a whole
new level in the cities of tomorrow.

© pages 42f :
@ ar2016.daimler.com/connected



ar2016.daimler.com/connected
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‘ autonomous

M-'erce'd'esf]__Behz_ Future Bus

Hop on, piieas‘e:_ Autonomously driving city buses—
will make lecal public transportation faster, safer and _'
: more comfortable. The Future Bus with CityPilot has
— —already demonstrated this on a drive along Europe’s
S ' “longest Bus Rapid Transit route.

® pages 38ff

@ ar2016.daim'ler.com/autonomou's 5



ar2016.daimler.com/autonomous

Future Mobility

We are and will remain pioneers. As the inventor of the automobile,
we are also shaping the future of mobility.

Connected, autonomous, integrated into mobility or service concepts and
powered by electricity — this is our vision of the vehicles of tomorrow.

Many of our innovations are already on the road, and our visionary ideas
continue to set the pace for future developments. That’s why we are
transforming ourselves from an automobile manufacturer into a provider
of mobility services, meeting changed customer requirements and
venturing into new markets. Our digital transformation is well under way
along the entire value chain. With the start-up spirit of our founders,

a new culture of cooperation, efficient processes and our commitment to
integrity, Daimler is continuing on its course of profitable growth and
creating long-term value.

CASE: Connected. Autonomous. Shared & Services. Electric.
We are fundamentally redefining mobility with an intelligent mix of
technologies and services.



FUTURE MOBILITY 13

Vehicle connectivity generates added value for our customers.
Adaptable systems and networked services support drivers and
communicate with the vehicle’s surroundings. Digital formats offer
access to services, enable users to remotely obtain vehicle informa-
tion and facilitate the efficient organization of delivery operations.

Autonomous driving represents the biggest mobility revolution
since the invention of the automobile — and it’s already a reality at
Daimler. In the autonomous mode, self-driving vehicles can manage
various situations on their own without a driver’s intervention. This
will make it possible to improve traffic flows, implement flexible
logistics processes and enjoy a relaxing driving experience.

Today, destinations can be chosen spontaneously and reached
flexibly by car or any other mode of transport. Renting vehicles on
the spur of the moment, sharing parking spaces, booking long-
distance bus trips, determining the best route from point A to point
B, and using cars as service platforms — just about anything is
possible with a smartphone and our mobility concepts.

Electric mobility is the future. And we’re on board! We already
offer numerous electric vehicles today, and the first EQ production
vehicle will be launched in the medium term. We are electrifying
vans, trucks and buses and establishing a service system with
batteries, stationary energy-storage devices, charging technologies
and recycling programs. We are also optimizing combustion engines,
which continue to be important for mobility.



More than just a car

Dynamic and vibrant cities are becoming more and more
crowded. The people who live in such cities have a growing
need for more privacy, time and individuality. They would
like to have a type of infrastructure that provides greater
personal freedom and mobility. Daimler is addressing all

of these needs as a pioneer of mobility. We are creating
new possibilities with electric drive systems and efficient
combustion engines, autonomous and connected vehicles,
shared mobility concepts and personalized services.

The automobile is set to take its place beside the home and
the office as the exclusive third realm for living and working.
Efficient traffic flows will improve air quality and road safety —
thus ensuring a better quality of life in urban areas. We are
on the road to a new age of mobility.
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Concept EQ cockpit
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Intelllgencef 44 .
on the move -—

i

achieved today. The world’s most intelligent business sedan can automaticaliy
maintain the right distance to vehicles ahead and drive partially autonomou'shlg/r
on highways and country roads, as well as in cities. It also assists the driver
with lane changes, evasive maneuvers and braking. What’s more, the E-Class
can even be parked remotely using a smartphone.

@ daimler.com/products

@ mercedes-benz.com/en/mercedes-benz/next/automation



http://www.daimler.com/products
http://www.mercedes-benz.com/en/mercedes-benz/next/automation

Mercedes-Benz is
ahead of the rest for
autonomous driving




In the flow

More efficient traffic infrastructure and greater safety: Urban areas benefit
from autonomous vehicles. And drivers can enjoy greater comfort because there’s
less for them to do. All of this may sound like science fiction, but the automated
E-Class has already made it a reality in everyday driving situations.

Partially autonomous driving and automated parking at the
highest level of sophistication: Mercedes-Benz is setting
standards for autonomous driving with the new E-Class.
The model is equipped with numerous intelligent assistance
systems that support drivers in a way that’s never been
done before. This support reduces drivers’ stress levels. It
makes driving more enjoyable and increases driver atten-
tiveness, thus benefiting everyone on the road.

Innovative assistance systems are at the heart of the
automated E-Class. This enables the car to automatically
maintain an appropriate distance from vehicles ahead at a
speed of up to 210 km/h. It also automatically recognizes
speed limits. Drivers no longer need to operate the brake or
gas pedals, and they also receive steering support. However,
due to legal and other requirements, drivers must keep their
hands on the steering wheel during all automated maneuvers.

Swarm organization reduces stress. Like a swarm, the
E-Class takes surrounding vehicles and parallel structures
into account. Electronic assistants can actively intervene
even if road markings are unclear or nonexistent. The system
therefore makes things easier on drivers, especially in heavy
congestion and traffic jams.

Active Brake Assist issues a warning when pedestrians
cross the road. It also assists the driver with braking and
can even brake on its own if necessary. Evasive Steering
Assist helps the driver avoid obstacles in a controlled
manner and then drive past them safely.

Lane changes made easy. The new E-Class uses state-of-
the-art radar and camera technology to assist the driver
when changing lanes on multi-lane roads — when overtaking,
for example. Once the driver has activated the turn indi-
cator for at least two seconds, the system helps steer the
vehicle into the desired adjacent lane, provided it detects
that the lane isn’t occupied.

A further step on the road to autonomous driving.
The new E-Class is the world’s first production car to be
issued a test license for autonomous driving in Nevada in
the United States without having to undergo a hardware
modification — only the software has been slightly changed.

@ mercedes-benz.com

Cautious autonomous
driving in cities brings

greater safety for all



http://www.mercedes.com
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The centerpiece
of e-mobility

Highly efficient batteries hold the key to an emission-free future.
The construction of a second battery manufacturing plant at Daimler’s
Deutsche Accumotive subsidiary marks a further step in our systematic
strategy for electric mobility. The biggest and most modern facility for

the production of lithium-ion batteries in Europe is now being built in
Kamenz. The batteries will be used in all hybrid and electric vehicles

from Mercedes-Benz and smart, as well as for our new business activities
with stationary energy-storage devices. >

@ accumotive.com


http://www.accumotive.com

We will offer electric drive for
all Mercedes-Benz car models

(@ electric




It’s electric!

Daimler is putting sustainable mobility on the road. It is doing so on a
large scale and at a fast pace with efficient high-tech combustion engines,
a plug-in hybrid offensive, electric vehicles powered by batteries and
fuel cells — and our new EQ product brand.

EQ, which is a fundamental component of our strategy for We’re turning up the power. Many of our customers today

the mobility of the future, stands for “Electric Intelligence.”  already use the Mercedes-Benz charging infrastructure, which
The brand’s portfolio includes all the battery-electric auto-  will be operated and further expanded under the EQ brand
mobiles from Mercedes-Benz. We're also taking things a name in the future. This infrastructure includes wallboxes
step further by establishing a holistic system of electric for the fast charging of electric vehicles, the Stromtank app
mobility products, technologies, innovations and services. for public charging stations, and stationary energy-storage

devices for private and industrial applications.

Fine tuning the trailblazing fast-charging
technology for our electric models.

A scalable vehicle architecture for all
model types serves as the basis for all
battery-electric EQ models —i.e. SUVs,
sedans and coupes.




Concept EQ: Electric mobility redefined. The Concept
EQ is a show car with an SUV coupe design that points the
way forward to ultramodern electric mobility and offers a
preview of an all-new generation of electric vehicles. The
near-production vehicle study is equipped with two electric
motors with an output of up to 300 kW. It also has perma-
nent all-wheel drive and a range of up to 500 kilometers.
As a result, it offers extremely dynamic handling and loads
of driving pleasure.

Ready for the electric mobility offensive, from compacts
to the luxury class. The first series-produced EQ model
will be based on the SUV concept and launched near the
end of the decade. It will be built at the Mercedes-Benz
plant in Bremen. Preparations are already well under way.
All other electric vehicles from Mercedes-Benz will also be
manufactured in the brand’s global production network.

FUTURE MOBILITY 23

Fuel cell plus plug-in. Fuel cells are another key com-
ponent of our electrification strategy. We’ve already
demonstrated the market maturity of fuel cells with the
B-Class F-CELL (H, consumption in kg/100 km: 0.97;
CO, emissions in g/km: 0.0). This year, we will also
present a new generation of fuel-cell vehicles based on
the Mercedes-Benz GLC and equipped with innovative
plug-in technology. Our compact fuel-cell system now fits
into normal engine compartments for the first time. We
have also introduced a supplementary energy source for
the electric motor in the form of an additional lithium-ion
battery that can be easily recharged externally.

@ ar2016.daimler.com/electric

@ mercedes-benz.com/en/mercedes-benz/next

i

pd Hot and cool:

The avant-garde

Concept EQ

el

. . -
. = e =%
distinctive electro-style look of the Concep 1

nterprets the Mercedes-Benz design philosophy
and highlights the vehicle’s powerful electric drive.



ar2016.daimler.com/electric
http://www.mercedes-benz.com/en/mercedes-benz/next
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Three for th
charging sta

New models from the pioneer of electric city cars. The smart fortwo.electric drive —~—

(efectricity consumption combined: 13.1-12.9 kWh/100 km; CO; emissions coﬁ"lmnedf—\‘\

0-g/km) made Daimler the first German automaker to mass-produce electric cars.

Now the smart fortwo coupe, the smart fortwo convertlblev%pfi the new four-seat sma‘ﬁ‘\;
forfour have been equipped with battery-electric drive'as well. The smart brand thus '

boasts a complete electric fleet whose short chargingWarging optigﬁgana*\.
range of up-to 160 kilometers make city drivir_lm[e_p g — — - e

@ —

@D smart.com ——
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http://www.smart.com
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Welcome
to the third
dimension
of living

A quality-time machine. Data fusion is transforming the automobile into

a mobile place of retreat that supplements both the home and the office.
Time spent on the road will take on a new quality, as drivers will also be able
to relax or work in their cars. We demonstrated such future possibilities in
Daimler’s F 015 research vehicle. Many of the revolutionary technologies
have long since been implemented in our production vehicles, where they

relieve drivers of certain tasks. The systems can find parking spaces and

ailable. S

they’ll also offer smart health solutions



http://www.daimler.com/innovation/en
http://www.mercedes-benz.com/en/mercedes-benz/innovation/autonomous-driving
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Spending time on the road
in a whole new way




Car-to-X

safety net
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What if a driver could see potential hazards around the next bend? Car-to-X
communication is transforming this vision of intelligent mobility into reality.
Daimler is the world’s first automaker to put this innovation on the road.

Car-to-X technology enables vehicles to communicate with
each other and with the traffic infrastructure so that they
can share information about a sudden traffic jam over a
hill, for example, as well as about black ice on the road or
a construction site just ahead. This safety net is based
on a clever principle, namely that every vehicle equipped
with Car-to-X technology can both send and receive such
warnings. Car-to-X technology premiered in the new
Mercedes-Benz E-Class and will be gradually introduced
to more models in the future.

Detecting hazards
in advance,
preventing accidents

The more extensive the information network,
the greater the benefits for road users. The

goal is therefore to have all automakers jointly
operate Car-to-X communication systems.

Efficient mobility through communication. If a vehicle
approaches a potentially dangerous area and receives a
warning, the driver will be alerted by a visual signal and an
alarm. The driver can then adjust his or her driving style
and thus avoid an accident or circumvent a traffic jam.

In this manner, Car-to-X communication not only makes
driving safer, it also improves traffic flows.

@ daimler.com/innovation/connectivity

@ daimler.com/products/specials/new-e-class/
car-to-x.html

f
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http://www.daimler.com/innovation/connectivity
http://www.daimler.com/products/specials/new-e-class/car-to-x.html
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Community-based parking is now making parking faster and easier with the help of the Remote Park Pilot system
in the Mercedes-Benz E-Class.

Community-based
Parking

Searching for a parking space often takes time and can be very annoying.
And while some people are looking for spaces, others who don’t need

a space drive by vacant ones. A new service from Mercedes-Benz now
makes it possible for the first time to provide drivers with information
about available parking spaces.

Community-based parking speeds up the process of Faster parking. The new E-Class from Mercedes-Benz
finding a space. Daimler developed this intelligent tech- is a connected vehicle that continually scans the sides
nology with Bosch, and it’s now being tested in Stuttgart. of streets. The data especially collected for community-
Mercedes-Benz cars are serving as pilot vehicles that send  based parking is made available to all drivers of vehicles
and receive information about available parking spaces. equipped with a community-based parking system. The

information is displayed in the vehicle as a digital parking
space map and can also be viewed using the Mercedes me
app. The car’s navigation system uses the data to direct
the driver to the nearest available space.

Cars are becoming parking

space search engines




It’s all
about me |

What can we do for you today? Mercedes me offers
personalized services, products and lifestyle accessories.
Mercedes me connect links drivers and vehicles and
provides support with Car-to-X communication, live traffic
updates and tele-diagnosis services. Smartphones

can open and lock cars and can also be used to operate
the Remote Park Pilot or remotely view data about

vehicle functions. The new Digital Anticipation service
assists customers with vehicle purchases and deliveries.
The Concierge Service — the new personal assistant in
the vehicle — offers route tips, recommends restaurants
and books tickets.

@ mercedes-benz.com/en/mercedes-me

@ me.secure.mercedes-benz.com



http://www.mercedes-benz.com/en/mercedes-me
https://me.secure.mercedes-benz.com
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Like havi
your own

New variety for spontaneous mobility. ca
along with smart models in many cities. Thc
space and room for several people —can c
the CLA and the GLA. With the help of an
away on the spot, and billing is based on t
The expanded fleet makes car2go custome
are increased by the private carsharing sel

@ car2go.com @ letscroove.com @ ar2016



ar2016.daimler.com/shared
http://www.letscroove.com
http://www.car2go.com

With over 2.2 million customers,
car2go is the world’s leading
flexible car sharing company




Shared happiness

Being flexibly mobile without having to get behind the wheel. Heading to

a club with friends or to the airport with business partners: Daimler’s
innovative mobility services get people where they need to go, while mytaxi
makes grabbing a cab a cinch. Cars are also making life easier in new ways —
for example, by transforming the trunk into a parcel delivery box!

Getting a taxi without having to make a phone call:
mytaxi. This innovative app enables taxis and customers
to find each other, and that makes ordering and paying for
a taxi easier and more efficient. Back in 2009, mytaxi revo-
lutionized the taxi business. With more than ten million
downloads, it quickly became the leading taxi-ordering
app and a brand icon in Europe. mytaxi has been continu-
ally refined since then, and it now offers everything from
advance ordering and payment to systems for setting
preferred drivers and rating drivers. mytaxi’s merger with
the Hailo taxi app in 2016 underscores Daimler’s position
as a leading provider of mobility services. The two compa-
nies complement each other perfectly with their combined
geographic coverage. The merger has created Europe’s
biggest company in this sector, with six million passengers
and 100,000 registered taxi drivers in more than 50 cities
in nine European countries.

Professional chauffeur service: Blacklane. More and
more people are interested in urban chauffeur services for
trips to airports, business meetings and various events.
Customers can book the Blacklane chauffeured limousine
service quickly and easily with an app. Blacklane is present
in 250 cities and 500 airports in more than 50 countries
worldwide.

Order, pay and rate the trip:
the mytaxi app.

Mobility searches, bookings and payments: moovel.
moovel is the first mobility app that makes it possible to
search for, book and pay for a variety of mobility services.
moovel can be used all over Germany to book and pay
for trips with car2go, mytaxi and the Deutsche Bahn rail
company. In Stuttgart and Hamburg, it can also be used to
directly purchase tickets for the local public transportation
systems in those cities. In the United States moovel transit
is the leading provider of mobile ticket solutions for public
transportation apps. In addition, moovel offers online
assistants for Facebook and Slack messenger services.

Ordered online and delivered to your car: smart
ready to drop. Cars can do more than just move people.
Innovative services from Daimler also let them make daily
life easier — and smart ready to drop is the first example.
Together with DHL and online retailers, smart enables
parcels to be delivered directly to a smart car’s trunk. Beta
tests are now under way in several German cities.

Digital loading assistant: pactris. A creative idea from
the smart lab transforms vehicles into service platforms:
The pactris app checks whether all purchased products will
fit in the trunk and shows how they should be arranged —
before the user has even finished shopping.
@ mytaxi.com
@ blacklane.com

@ moovel.com

| @ smart.com


http://www.mytaxi.com
http://www.blacklane.com
http://www.moovel.com
http://www.smart.com
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More than just commercial vehicles

More and more people, vehicles and goods are now on the move in
cities. While the destinations and reasons for traveling differ, there
is one overriding goal: to achieve maximum safety, efficiency and
environmental compatibility. To this end, Daimler offers future-oriented
buses, trucks and vans. Our electric drive systems, vehicle-sharing
services, autonomous driving options and vehicle connectivity systems
offer solutions for current and future requirements of passenger and
goods transportation.

E g e
We are transforming our commercial vehicles into digital logistics
centers on wheels, while ouF“intelIig_ent mobility concepts are supple-
menting local public transportation SyStem " reducing congestion
during rush hours. We are upping the
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Getting passengers to their destinations comfortably and on time.
Daimler’s Highway Pilot system has shown that long-distance road haul-
age can be made safer and more efficient with autonomous trucks. We
extensively enhanced the technology for use in city buses. Last year, the
Mercedes-Benz Future Bus with CityPilot demonstrated on its partially
automated maiden journey in Amsterdam that local public transportation,
urban spaces and the people who live in them can all benefit from the
greater efficiency, safety and comfort offered by autonomous buses.

@ ar2016.daimler.com/connected
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Smooth-flowing

traffic iIn Amsterdam

Better traffic flows literally offer a breath of fresh air in large cities. This vision is
now within reach, because Daimler is already designing the bus system of tomorrow.
A preview is provided by the Future Bus with CityPilot, which passed its first practical
test on a BRT (Bus Rapid Transit) route with flying colors last year.

Checks traffic and pulls
up to the stop, using radar
and a camera

The city bus generation of the future
has arrived: The Mercedes-Benz Future Bus
with CityPilot stops with centimeter precision
at bus stops, opens and closes the doors,
and then drives off automatically — without
any intervention by the driver.




The Future Bus from Mercedes-Benz is perfect for high-performance BRT systems.
These express bus lines with dedicated lanes are making traffic flows smoother and
more efficient in large cities and metropolitan areas around the world.

The Future Bus from Mercedes-Benz made its first-ever trip
on a section of Europe’s longest BRT (Bus Rapid Transit)
route between Amsterdam’s Schiphol Airport and the city
of Haarlem. The 20-kilometer segment has many curves
as well as several tunnels and traffic lights — but none of
that was a problem for the Future Bus with CityPilot, which
drove at speeds of up to 70 km/h and braked and stopped
on its own for pedestrians and other obstacles on the
road. The driver didn’t need to use either the brakes or the
accelerator.

CityPilot handles everything. CityPilot in the Future
Bus is based on the Highway Pilot system used in the
Mercedes-Benz Actros heavy-duty truck. The technology
was refined specifically for use with a city bus. As a result,
the Future Bus can automatically stay in its lane, recognize
traffic lights, stop at bus stops, drive through tunnels and
react autonomously to obstacles and pedestrians. Sophis-
ticated camera and radar technologies, as well as a GPS
system, provide the Future Bus with an extremely precise
“view” of its surroundings and position.

A bus that offers benefits to everyone. The camera and
radar system “sees” everything; this makes things easier
for drivers in complex traffic situations and also greatly
enhances safety. CityPilot improves efficiency as well. The
smooth anticipatory driving style it allows reduces compo-
nent wear, and that increases vehicle availability, lowers
maintenance costs and extends the buses’ service lives.

In addition, the system helps reduce fuel consumption and
emissions. Last but not least, the smooth ride ensures
greater comfort for passengers.

@ daimler.com/innovation/autonomous-driving

@ mercedes-benz.com/en/mercedes-benz/next



http://www.daimler.com/innovation/autonomous-driving
http://www.mercedes-benz.com/en/mercedes-benz/next

Clean, quiet and a range
- of 200 kilometers
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All-electric
distribution

Green light for emission-free electric trucks.

_— More and more people are now living in cities.
\ They want to have cleaner air and less noise
o N \‘E around them, but they also want to be able to
S shop locally. Electric trucks make all three
<'_~ . things possible. In the future, such trucks will
... supply the things people in large cities need

- . every day. With the Urban eTruck, the Vision Van

: -~ and the FUSO eCanter, Daimler is delivering
clean solutions for future logistics systems and
a better quality of life in urban areas.

@ daimler.com/products/trucks/mercedes-benz
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Emission-free

logistics

The time is ripe for electric trucks. Highly efficient batteries are paving the
way for a technological and economic transformation in the near future.
Daimler’s Urban eTruck ushers in a new age of heavy-duty distribution transport.
The Vision Van offers a preview of all-electric last-mile delivery system. And the
FUSO eCanter light-duty truck is already “electrifying” cities.

The Urban eTruck from Mercedes-Benz is not only locally
emission-free and extremely quiet, it also offers the same
payload and performance as a truck with a combustion
engine. The three-axle truck with 26 metric tons GVW has
an innovative power supply system that makes it extremely
economical to operate.

Urban eTruck: The heavy-duty electric truck pioneer.
The Urban eTruck is based on a three-axle distributor truck
from Mercedes-Benz. On it is mounted a cutting-edge drive
system with an electrically driven rear axle and electric
motors mounted near the wheel hubs. This system produces
a maximum output of 2 x 125 kW and torque of 2 x 500 Nm.
The innovative axle has already proved its worth in the basic
version used in Mercedes-Benz buses. Energy is supplied
by a package of lithium-ion battery modules. The truck has
a range of up to 200 kilometers, which makes it ideal for
typical distribution runs.

Economical and connected. The modular battery pack
enables perfect interaction between the drive and energy
regulation systems. The Predictive Charge Management
system, Predictive Powertrain Control and FleetBoard for
urban distribution make the Urban eTruck a very practical
vehicle that delivers maximum performance.

FUSO eCanter: The electric pioneer for light-duty trans-
port. Daimler has launched small-series production of the
third generation of the world’s first all-electric light-duty
truck. The new model is being offered in Europe, the USA
and Japan. The FUSO eCanter represents the systematic
further development of the FUSO Canter E-Cell, and it differs
from its predecessor model in visual terms and technologi-
cally. The small production series is equipped with individual
battery packs with three to six sets of batteries each. This
allows the eCanter to be adapted to different customer
requirements with regard to range, price and weight.

@ daimler.com/products/trucks

Clever alternatives
for emission-free

urban logistics

The FUSO eCanter can be charged with either 7.2 kW
alternating current or 70 kW direct current via a standard
Combo 2 plug (combined charging system — CCS). Rapid
charging to 80 percent of battery capacity is possible in only
an hour with DC charging; AC charging takes seven hours.


http://www.daimler.com/products/trucks

FUTURE MOBILITY 45

A breath of fresh air for distribution
haulage in cities. The revolutionary
Vision Van has a 75 kW electric drive
system and a range of up to 270 km.
The vehicle is locally emission-free and
nearly noiseless, which makes it perfect
for use in areas with emission restric-
tions or for making late deliveries in
residential neighborhoods. The Vision
Van study will be followed in 2018

by a Mercedes-Benz production van
with electric drive.

The FUSO eCanter boasts
se outstanding features.



Combined efficiency

Innovations for road freight transport. Some
400,000 commercial vehicles built by Daimler
Trucks are digitally connected — and Daimler is
now developing a new high-performance logistics
network to make transportation processes even
safer and more efficient. During the world premiere
event for Highway Pilot Connect, three heavy-

duty trucks were grouped for the first time into a A L ,‘_ﬂ_
fully automated aerodynamic platoon. The event - ﬂ?-g" -
demonstrated that digitally coupled trucks not only .*'“‘;'
require less road space; they also consume less 4

fuel and produce much lower emissions.

@ daimler.com/innovation/connectivity/
connected-trucks.html

1S.FT2021


http://www.daimler.com/innovation/connectivity/connected-trucks.html

Transforming a convoy
of independently driving
trucks into a connected
transportation system
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Solutions for
the last mile

Online commerce is booming. That means an increasing number of parcels
need to be delivered very quickly — often on the same day they’re ordered or
on specific dates. To ensure a perfect job, customer service personnel want
to be able to order parts and tools at the push of a button and have them
delivered directly to their vehicles. With all this in mind, Daimler is connecting
vans to the Internet in order to create a flexible delivery system.

Mobile material service: An intelligent system saves Vans & robots — a perfect combination. The van of the

time and enables just-in-time parts deliveries. The van future will be networked with autonomous delivery robots
of the future will be part of the Internet of Things and thus that will enable vehicles to serve as mobile warehouses

a key component of the digital value chain. Mercedes-Benz  and transport hubs. A Mercedes-Benz Sprinter prototype

vans will enable much more efficient component and is already showing how this can be done. The van serves
tool management systems in the future — for example, in as a base for parcel deliveries by eight autonomous robots.
vehicles used by customer service personnel as mobile With its intelligently linked delivery processes, the Sprinter
workshops. The parts needed for the next job will be creates new possibilities for significantly increasing the
ordered automatically via an intelligent inventory manage- efficiency of last-mile logistics.

ment system in the service vehicle. Those parts will then
be delivered directly to the van on the very next day.

Clever robots will allow
delivery drivers to devote
pecd up and simplity the parcel delvery process within more time to other tasks

the framework of an automated logistics system.

—-

Mercedes-Benz Vansua € STARSHIP
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The Vision Van from Daimler is defining the van of the-future.

The revolutionary concept vehicle is not only fully-electric, it also
digitally links all participants and processes in the delivery chain
from start to finish — from the goods distribution center.to the
recipient. The van’s fully automatic cargo area and integrated delivery
drones will accelerate the last-mile delivery process in the future.

Networked technologies make the Mercedes-Benz Vision
Van the intelligent centerpiece of a completely automated
logistics ehain. All processes in this visionary-concept
are controlled by innovative algorithms and cloud-based
software. This includes everything from parcel picking,
packing and loading to cargo area management, optimal
route planning and aerial drone operation.

Within reach: faster deliveries in an interactive net-
worked system. The intelligent cargo area management
system in the Vision Van uses an internal disbursal system

to hand out presorted parcels to the driver for manual
delivery. The system simultaneously supplies two drones
with parcels for delivery within a ten-kilometer radius.
This substantially reduces the delivery time per package
as well as vehicle idle time. The Vision Van also creates
new possibilities for same-day deliveries and deliveries
on specific days. Customers will thus enjoy greater
convenience in the future, and unsuccessful deliveries
will largely become a thing of the past.

@ daimler.com/innovation/specials/vision-van


http://www.daimler.com/innovation/specials/vision-van
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Customized
rentals and
manageme.

Mobllitﬂi?ncepts that increase availability and -
~improve efficiency. Fleet operators are increasingly using

' rentals to manage peak activity periods while maintaining
) * optimal liquidity. For 25 years now, CharterWay from

: "Daimler has been providing everything fleet managers
_need for the flexible procurement and management of
commercial vehicles. The company’s rental fleet is spread
across 75 centers in Germany and 57 centers in other
European countries, and encompasses the entire range
of trucks offered by Mercedes-Benz. The vehicles can be
rented for 24 hours or several weeks or months. Charter-
Way’s expanding service portfolio will continue to meet
the complete needs of its customers in the future.

@ charterway.com


http://www.charterway.com

Available 24/7

Economy and round-the-clock availability are a must for fleet managers,
whose trucks, vans and buses always have to be ready to roll — without
having to make unexpected stops or visits to a repair center. Daimler’s
customized services ensure maximum reliability and underscore the solid
partnership between the company and its customers.

Mercedes-Benz Uptime. The new FleetBoard Truck Data
Center continually monitors the status of all vehicle sys-
tems in Mercedes-Benz trucks while they’re on the move.
This ensures that shipping companies can obtain real-time
information about critical events or repair and maintenance
requirements before a truck breaks down. Vehicle failures
and costly downtime can thus be avoided and visits to
workshops can be organized more efficiently.

Van ProCenter. Mercedes-Benz has sales outlets and
authorized partners certified as Van ProCenters in 11 Euro-
pean countries, thereby ensuring an extensive network
of van expertise. The Van ProCenters offer customers a
comprehensive range of products and services for vans,
including everything from advice and repairs to financial
products, mobility services and vehicle body and fleet solu-
tions. The Van ProCenters are staffed by specially trained

van experts, have extra-long opening hours and display a
large selection of Mercedes-Benz vans in their showrooms.
Periodic inspections are also conducted to ensure that the
high standards associated with Van ProCenter certification
are complied with at all locations.

OmniPlus. This extended range of services for buses from
Mercedes-Benz and Setra offers remote diagnosis with the
FleetBoard telematics system. This feature can significantly
reduce downtime in the event of a breakdown. In addition,
a new Bus Depot Management system enables authorized
service points to ensure outstanding fleet operations.
OmniPlus also includes a unit that offers specialized ser-
vices to long-distance bus companies.

@ mercedes-benz.com/en/
mercedes-benz/next/connectivity

@ omniplus.com

Perfect teamwork

Transport processes made more efficient. Mercedes-Benz Vans
Mobility GmbH offers our customers holistic solutions in the form of
innovative mobility services for Mercedes-Benz Vans vehicles.

Mercedes-Benz Vans Mobility. This company, which is
part of Daimler Financial Services, will begin providing
all-encompassing van-related mobility services in mid-
2017. This will enable Daimler to meet the rising demand
for flexible and innovative concepts for the utilization of
vans. Mercedes-Benz Vans Mobility GmbH will be respon-
sible for all such services in the future. Customers will be
able to obtain the right solution for their specific needs
from a single source at any time. The portfolio includes
new sharing, rental, leasing and fleet management services
for vans. These services were developed specifically for
the entire model range of Mercedes-Benz Vans and are
supplemented by numerous equipment and vehicle body
solutions for all business sectors.

CAR2SHARE cargo. The new CAR2SHARE cargo fleet

and driver management system is another example of the
innovative transport solutions provided by Mercedes-Benz
Vans Mobility. The pioneering system, which is being
tested in a pilot project, improves efficiency by optimizing
everything from assignment planning and route coordination
to spur-of-the-moment vehicle rentals in bottleneck situ-
ations. CAR2SHARE cargo offers three service modules:
Smart Van for flexible rentals of Mercedes-Benz vans via
the car2go approach, with app-based management and
billing; Courier Assist for fleet management and assign-
ment planning; and Virtual Fleet for the flexible rental of
additional vehicles during peak activity periods or seasonal
fluctuations, for example.

@ car2share.com


http://www.mercedes-benz.com/en/ mercedes-benz/next/connectivity
http://www.omniplus.com
http://www.car2share.com
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Mobility next level

Which aspects will mobility encompass in the future? Many of our visionary
vehicles and mobility concepts are already being used, or soon will be.

As the inventor of the automobile, Daimler will continue to create new mobility
opportunities in the areas of connectivity, autonomous driving, flexible sharing
anq services, and electric drive systems.
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Leadership 2020:
together into

the future

Those who talk about change also

need to deliver change!

The world is changing rapidly. The way we work, obtain
information and communicate is also becoming faster and
more direct and is taking place in real time. Daimler is
more successful than ever and plans to continue keeping
pace with the latest developments. In fact, we plan to set
the pace in the automotive industry — just as we have done
for the past 130 years. That’s one of the reasons why we
have a new goal: to establish a new management culture —
a culture that ensures we will remain successful in the
future as well.

Leadership 2020: The transformation now has a name
and a mission. We have been engaged in constant activity
and dialogue since January 2016 — across all hierarchies
and national borders, in a digital, transparent and net-
worked manner. Above all, we’ve focused on authenticity
and tried to make sure that every employee can see and
understand our efforts. Leadership 2020 means change.
Initial results have already been achieved. Daimler is
undergoing a transformation that’s being supported by
all employees for all employees.
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DECISION MAKING

INCUBATOR

Eight game changers will transform our organization in key areas. New principles of leadership will serve as the foundation
for our conduct and actions at Daimler. These principles of leadership are as follows: driven to win, agility, customer orientation,
co-creation, empowerment, learning, pioneering spirit and purpose.

In workshops, forums and special events being held on a regular basis, representatives of the Leadership 2020 Community are
exchanging ideas on how to effectively implement the eight new game-changing principles of leadership. One idea being discussed
here is how swarm organizations might ensure greater agility and flexibility throughout the company in the future.




A lot achieved -
more to come

+3%
revenue growth
to €153.3 billion

€3.25

proposed
dividend

+3%
0o
increase in EBIT adjusted for
special items to €14.2 billion

+15%

€7.6 billion for
research and development
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Stuttgart, February 2017
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For your company, 2016 was the best year in its history of more than

130 years. Never before have more customers decided in favor of a vehicle
from the Daimler Group: more than three million altogether. Revenue

of 153.3 billion euros was three percent higher than in the previous year.

We increased our EBIT adjusted for special items by 3 percent to 14.2 billion
euros. On that basis, the return on sales in the automotive business was

9.4 percent. The bottom line is net profit of 8.8 billion euros. At the Annual
Shareholders’ Meeting, the Board of Management and the Supervisory Board

will propose the distribution of a dividend of 3 euros and 25 cents per share.

These good figures are the result of the tremendous commitment
of our 282,000 employees. | would like to thank them wholeheartedly

on behalf of the entire Board of Management.
Let’s have a look at the development of the individual divisions.

At Mercedes-Benz Cars, we sold 2.2 million cars - that’s an increase

of ten percent compared with the previous year and a new record. We are
especially pleased that we achieved our target for 2020 already in 2016:
Mercedes is once again at the top of premium segment also in terms of unit
sales. Our strong products are an important reason for this dynamic sales
performance. In 2016, we continued our model offensive - above all with the
new E-Class. We made particular progress in China. Our development in
Europe was also very positive. With all of this success, a crucial point is that

we achieved our profitability target of ten percent return on sales.
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Daimler Trucks defended its position in a difficult market environment last
year. As the world’s biggest manufacturer of trucks above six tons, we
maintained our strong position in our core markets. But the positive impetus
from Europe did not offset the negative development in Latin America, the
NAFTA region and parts of Asia, so the division’s total unit sales decreased.
The new Freightliner Cascadia, which we presented in September, should

help us to consolidate our strong market position in North America. The year’s
highlight at Daimler Trucks was the IAA Commercial Vehicles trade fair in
Hanover, where we demonstrated our leading technological role - also in the

field of electric mobility.

Daimler Buses’ business was also affected by the difficult economic
situation in Latin America. Nonetheless, we achieved a pleasing return
on sales while defending, and in some cases strengthening, our market

leadership in the markets important to us.

Mercedes-Benz Vans set new records for unit sales and earnings.

Growth was primarily driven by the V-Class and Vito models. Both are now
available also in China. The division’s profit margin was also very satisfactory:
Adjusted for special items, it was over ten percent. In 2017, we will close one
of the last gaps in our portfolio: The X-Class, our new premium pickup,

will be in the dealerships.

Daimler Financial Services posted another record year. Its return on equity
was above the targeted level. For the first time, the number of vehicles on

its books passed the mark of four million. The value of all financed or leased
vehicles increased by almost 16 billion euros, partially due to the acquisition

of the leasing specialist Athlon. With this investment, DFS is strengthening its

position in the European fleet business.
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The basis for all this success is the ability to reinvent ourselves time and again.
In order to shape the future of mobility from a leading position, we started

the biggest transformation in our company’s history in our best year to date;
because the automotive industry is facing several fundamental changes.
Connectivity, autonomous driving, sharing and electric mobility - each of these
topics has the potential to turn our industry upside down. Our ambition is

clear: Daimler aims to lead in all four areas.

We have set the right course to do so. At Mercedes-Benz Cars, we will
launch more than ten new electric cars by 2025. We are starting this year
with the electric smart models. In addition, with the “EQ” brand, we are
creating a complete electric-mobility ecosystem - from inductive charging
to home energy storage. And we are also electrifying our commercial vehicles:
Production of the eCanter light-duty electric truck starts already this year.
By 2020, we will have developed a heavy-duty truck as far as series maturity
with a range suitable for urban delivery. On the way towards the public
transport of the future, we will launch an electric bus in 2018. Daimler will

invest a total of ten billion euros in electric vehicles in the coming years.

But our concept of the mobility of the future goes far beyond the drive system.

A key element is autonomous driving. We intend to strengthen our leading
position in this field. We will also utilize the enormous potential offered by
vehicles’ digital connectivity. The car of tomorrow isn’t just an office, but

also a fitness coach and a personal assistant. Our vision of the truck of the
future is that it’s fully loaded, hardly ever stuck in a traffic jam and nearly
always in use. At the same time, we are developing from being a van manufacturer

into a provider of complete transport systems.
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And we plan to further develop our mobility platforms at Daimler Financial
Services. mytaxi is the biggest app-based taxi network in Europe. In the
future, we intend to enter additional markets. car2go is the worldwide market
leader for flexible car sharing. We plan to double the use of those cars and

to launch new electric fleets in the coming years.

In order to forge ahead successfully with all of this, we are also reinventing our
corporate culture; for example with faster decision making and more flexible
forms of cooperation. And we are on the right track: | have never experienced

such a positive and optimistic atmosphere at Daimler before.

At the same time, we are working continuously on establishing integrity and
compliance even more firmly at the Group. In the past financial year,
we were involved in some legal proceedings, in which we fully cooperated

with the relevant authorities.

Although a number of political risks exist, the economic conditions suggest
that 2017 will be a good year. Against this backdrop, we plan to increase
our unit sales once again. Daimler Financial Services also aims to achieve

further growth.

The future of mobility offers us plenty of opportunities. Daimler has the ideal
strategy, the right products and technologies, and above all the right team
to utilize those opportunities. We look forward to continuing this journey with

you, our shareholders.

Sincerely yours,

)L s
,/J‘“"“' }

e

Dieter Zetsche
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We are steadily implementing
our strategy

We aim to inspire our customers, to be the leaders in the area of technology and
innovation, and to continue our profitable growth. We intend to shape the safe

and sustainable individual mobility of the future with outstanding products and
services and with pioneering innovations. In this way, we will create value - for our
shareholders, our customers, our employees and society in general. To achieve
those goals, we are pursuing a globally oriented technology and growth strategy.
We passed some major milestones in the year under review - financial year 2016
was an overall success. That will be to the benefit also of our shareholders: through
an attractive dividend and an attractive share price.

A | To Our Shareholders

The Board of Management
Report of the Supervisory Board
The Supervisory Board
Highlights of 2016

Daimler and the Capital Market
Objectives and Strategy




The Board
of Management

The mobility of the future is
connected, autonomous, flexible
and electric. Each of these

trends alone has the potential

to revolutionize our entire
industry. Real success will be the
result of intelligently linking up

all four areas. We are working hard
on this, and are repositioning our

company to make sure we succeed.

We are pushing ahead with the
start-up spirit of our founders,
with pioneering products and with
innovative business models.

Dieter Zetsche

6»3 | Chairman of the Board of Management, Head of Mercedes-Benz Cars;
smce.February 10, 2017, also interim Head of Daimler Trucks and Buses ]
Appointed until December 2019 Y

Ola Kallenius

47 | Group Research & Mercedes-Benz Cars Development,
Appointed until December 2022

Hubertus Troska

56 | Greater China,
Appointed until December 2020




Wolfgang Bernhard

56 | Daimler Trucks and Buses,
Appointed until February 10, 2017

Wilfried Porth

58 | Human Resources and Director of Labor Relations,
IT & Mercedes-Benz Vans, Appointed until April 2022

57 | Finance & Controlling
Appointed until Dezember

Renata Jungo Brungger

55 | Integrity and Legal Affairs,
Appointed until December 2018

Britta Seeger

46 | Mercedes-Benz Cars Marketing & Sales,
Appointed until December 2019

\ 7
Thomas Webe

62 | Group Research & Mercedes-Benz Cars Development,
Retired on December 31, 2016
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Report of the Supervisory Board

Dear Shareholders, in a volatile market environment marked by growing political and economic
challenges, Daimler AG concluded financial year 2016 with excellent earnings once again.

The transformation process initiated in the context of digitization in all of the divisions and in
Daimler’s corporate culture is fully supported by the Supervisory Board.

Supervisory and advisory activities of the Supervisory
Board

The Supervisory Board of Daimler AG fully performed its tasks

as defined by the law, the Company’s Articles of Incorporation
and rules of procedure. The Supervisory Board continually
advised and supervised the Board of Management and provided
support with strategically important issues relating to the
Group’s further development. The Supervisory Board examined
whether the annual company and consolidated financial state-
ments, the combined management report and the other financial
reporting were in conformance with the applicable require-
ments. In addition, it approved numerous business matters for
which its consent was required following careful reviews and
consultations. Those matters included finance and investment
planning, major capital changes at companies of the Group,

key individual investments and the conclusion of contracts
with particular importance for the Group, the further develop-
ment of strategic programs in the various divisions and various
cooperation projects around the world.

During the reporting period, the Board of Management regu-
larly informed the Supervisory Board about all significant
developments of the Group and the divisions. In addition, it
continually provided information to it on all fundamental
questions of corporate planning, including finance, investment,
sales and personnel planning, current developments at the
companies of the Group, the development of revenue and the
situation of the Company and the divisions. Furthermore,

the Board of Management reported to the Supervisory Board
continually - and whenever appropriate also in comparison
with competitors - on return on equity and the Group’s liquidity
situation, the development of sales and procurement markets,
the overall economic situation and developments in the capital
markets and the area of financial services. Additional topics
included the further development of the product portfolio,
securing the Group’s long-term competitiveness, and the
ongoing implementation of measures for safeguarding future-
oriented and sustainable mobility. The Supervisory Board

also dealt in detail with the development of the share price and
the related background, as well as the expected impact of
strategic projects on the share price.

Daimler works systematically on the implementation of its
strategy and made further progress along its growth path also
in the year 2016. Our divisions have extremely attractive and
competitive products and services. The Group was very suc-
cessful with them last year, also in sometimes difficult market
situations. The Group’s financial strength and sound balance
sheet allow this growth strategy to be continued while paying
out an attractive dividend to our shareholders. The automotive
industry is faced with fundamental changes in the coming
years. The future issues of digitization and electrification,

as well as new services, will redefine mobility. Daimler intends

to meet these challenges from a position of strength. For that
purpose, large volumes of advance expenditure will be made
also in the coming years. The transition from combustion
engine to electric mobility must take place gradually and over
the long term. With the presentation of important new products
and concept vehicles, Daimler demonstrated in 2016 that it
has great expertise in both of those technologies. At the same
time, Daimler is working hard at all levels to further develop
its corporate culture and to make it fit for the challenges of the
future. The Supervisory Board fully supports all of these steps.

Working culture and areas of Supervisory Board activity

In the year 2016, the Supervisory Board convened for eight
meetings and dealt intensively and comprehensively with the
strategic and operating development of Daimler AG. Participation
in the meetings by the members of the Supervisory Board was

at a high level in the year 2016. All members of the Supervisory
Board participated in significantly more than half of the mee-
tings of the Supervisory Board and of its committees of which
they are members in the year under review. The work of the
Supervisory Board featured open and intensive exchanges

of information and opinions. In each meeting, an executive
session was arranged so that topics could be discussed also in
the absence of the Board of Management. The members of

the Supervisory Board and of the Board of Management came
together for the bilateral exchange of opinions also outside the
regular meetings. The members representing the employees
and the members representing the shareholders regularly pre-
pared the Supervisory Board meetings in separate discussions,
which were attended by members of the Board of Manage-
ment. The Board of Management informed the Supervisory
Board with written reports about the most important indicators
of business development and existing risks, and submitted

the interim financial reports to the Supervisory Board.

The members of the Supervisory Board independently attended
such courses of training and further training regarded as
necessary for the performance of their tasks, relating for



Dr. Manfred Bischoff, Chairman of the Supervisory Board

example to questions of corporate governance and changes in
the legal framework, or to new products and future-oriented
technologies. In a special onboarding program, new members
of the Daimler Supervisory Board have the opportunity to

meet the members of the Board of Management and other senior
executives for a bilateral exchange of opinions and information

on the current topics of the various Board of Management areas.

The objective of this program is to provide the new members
- outside of the regular meetings of the Supervisory Board -
with an overview of the topics relevant to the Daimler Group.

In the meeting of the Supervisory Board in early February
2016, which was attended by the external auditors, the prelim-
inary key figures of the annual company and consolidated
financial statements for 2015 and the dividend proposal to be
made at the 2016 Annual Shareholders’ Meeting were dis-
cussed, taken note of and approved. The Supervisory Board
determined that no objections were to be raised to their
publication. The preliminary key figures for the year 2015 and
the proposal on the appropriation of profit were announced

at the Annual Press Conference on February 4, 2016.

In the Supervisory Board meeting held on February 16, 2016,
the Supervisory Board first decided on the personnel changes
in the Board of Management described on €& page 70.
Subsequently, it dealt with the annual company financial state-
ments, the annual consolidated financial statements and the
combined management report for Daimler AG and the Daimler
Group for the year 2015, each of which had been issued with

an unqualified audit opinion by the external auditors, as well

as with the reports of the Audit Committee and the Supervisory
Board, the corporate governance report, the remuneration
report and the proposal on the appropriation of profit. In
preparation, the members of the Supervisory Board were
provided with comprehensive documentation.

The Audit Committee and the Supervisory Board dealt with
those documents in detail and discussed them intensively in
the presence of the external auditors, who reported on the
results of their audit and were available to answer questions
and to provide further information. Following the final results

of the review by the Audit Committee and its own review,

the Supervisory Board declared its agreement with the results
of the audit carried out by the external auditors. It determined
that no objections were to be raised, approved the financial
statements and the combined management report as presented
by the Board of Management, and thus adopted the financial
statements for the year 2015. On this basis, the Supervisory
Board consented to the proposal made by the Board of
Management on the appropriation of distributable profit. In
addition, the Supervisory Board approved the report of the
Supervisory Board, the corporate government statement, the
corporate governance report and the remuneration report,

as well as its proposed decisions on the items of the agenda
for the 2016 Annual Shareholders’ Meeting.

Also in the meeting on February 16, 2016, the Supervisory Board
received detailed information on the development of a local
production facility of Mercedes-Benz Cars in Russia and granted
its approval to the project. The Supervisory Board also
approved a capital increase at the Group company Mercedes-
Benz do Brasil Ltda. and a capital increase at the Chinese
joint-venture company Beijing Benz Automotive Co., Ltd. for the
expansion of engine production. Furthermore, the Supervisory
Board consented to the submission of a binding offer by Toll
Collect GmbH and other partners to the Federal Republic

of Germany in the tendering procedure “Tolls on all Federal
Highways.” In addition, the Supervisory Board dealt with

the impact of digitization on the automotive industry and with
the Group’s strategic initiatives until 2020, with which the
increasing personnel requirement in the field of digitization

is to be covered. Finally, the Supervisory Board dealt with
questions of corporate governance and with matters pertaining
to Board of Management remuneration. In addition, approval

was granted for the other board memberships and sideline
activities of the members of the Board of Management that
were presented in the meeting.
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One of the items on the agenda of the Annual Shareholders’
Meeting held on April 6, 2016 was the reelection of Petraea
Heynike and Dr. Manfred Bischoff as members of the Super-
visory Board representing the shareholders. After he was
elected by the Annual Shareholders’ Meeting, the Supervisory
Board reelected Dr. Manfred Bischoff as the Chairman of the
Supervisory Board of Daimler AG. In accordance with applica-
ble regulations, the Chairman of the Supervisory Board is

also a member of and Chairman of the Mediation Committee,
the Presidential Committee and the Nomination Committee.

In another meeting held on April 22, 2016, the Supervisory
Board dealt with the acquisition of the internationally active

and manufacturer-independent fleet-management company
Athlon Car Lease International B.V., and granted its approval

for the project. Subsequently, the Supervisory Board received
information on changes to insider laws resulting from the
European Market Abuse Directive, which has been in force since
July 3, 2016, and discussed the resulting specific effects and
duties for the members of the Supervisory Board. The Supervi-
sory Board also discussed the strategic background of the
planned establishment of an engine and component plant for
Mercedes-Benz Cars in Poland, which is intended to secure

the division’s projected unit sales in the medium and long term.

On June 17, 2016, the Supervisory Board held an extraordinary
meeting to deal with the agreement to a settlement involving
the payment of a fine in antitrust proceedings taken by the
European Commission against European truck manufacturers,
including Daimler. Following detailed discussion of the advan-
tages and disadvantages and under consideration of detailed
legal expertise, the Supervisory Board consented to a settle-
ment agreement under the conditions negotiated with the
European Commission. Furthermore, the Supervisory Board
approved in this meeting the contribution of Daimler’s shares
in Renault and Nissan into the German pension plan assets,

in order to improve the funded status of the company’s retire-
ment provision.

Supervisory Board meeting outside Germany

On July 20 and 21, 2016, the Supervisory Board had the
opportunity to deal in detail with the strategy of Daimler Trucks
North America (DTNA) in Portland, Oregon, USA. In view of

the importance of the North American market, the Supervisory
Board convened at the new headquarters of DTNA for an
intensive two-day program in order to discuss current develop-
ments and strategic perspectives with the members of the
Board of Management and local employees. The focus points
included the sales markets of North America, the product
portfolio of Daimler Trucks and the technological transformation
that is opening up new business models also with commercial
vehicles.

Another regular meeting of the Supervisory Board was also
held in Portland. In that meeting, the Supervisory Board first
decided on the appointment of Britta Seeger as a member

of the Board of Management responsible for Mercedes-Benz
Cars Sales and succeeding to Ola Kallenius, effective January 1,
2017. After discussing the course of business and the results
of the first half of the year, the Supervisory Board received
information on the planned expansion of the global production
network of Mercedes-Benz. The Supervisory Board approved
the investment in a new plant with highly flexible production at
the Group’s site in Kecskemét, Hungary. An ultramodern and
efficient facility is to be established there with flexible produc-
tion of various vehicle models. The Supervisory Board was

also informed about the business model of the Group company
Mercedes-Benz Grand Prix Ltd. Finally, the Supervisory Board
dealt with the latest developments in the diesel issue.

Strategy meeting of the Supervisory Board

During a two-day strategy workshop at several locations in the
Stuttgart region in September 2016, the Supervisory Board
was informed about the enormous changes facing the automo-
tive industry: from combustion engines to electric motors,
from owning to sharing, from human-controlled vehicles to
autonomous driving. One of the points focused on in the dis-
cussion with the Board of Management was the changing com-
petitive environment, in which traditional automobile competi-
tors are being joined by new competitors that offer mobility
services through digital channels, and which could therefore
challenge the existing business model. In a constructive and
open dialog, the members of the Supervisory Board and of

the Board of Management discussed how Daimler will approach
these new challenges.

Another important point of discussion was Initiative Leadership
2020, and thus the question of how the leadership model

and leadership culture at Daimler can be developed further
in a sustainable way, namely, by the employees themselves.
The Supervisory Board also dealt with the further development
of the global logistics network for the supply of spare parts,
and approved the expansion of warehouse space at the Euro-
pean locations.



The Supervisory Board also discussed in detail and with the
involvement of external legal experts the consequences of the
antitrust proceedings taken against truck manufacturers by

the European Commission. These proceedings were concluded
in July 2016 with the imposition of a fine by the European Com-
mission. Like Daimler, other manufacturers have also decided

to cooperate fully with the authorities and their proceedings
have meanwhile also been concluded. The Supervisory Board
and the Board of Management are of the opinion that cooperation
with the authorities and the settlement of the proceedings by
mutual agreement were in Daimler’s interest, in order to avoid
lengthy litigation and ultimately a possibly higher fine. None-
theless, immediately after the announcement of the accusations
of the European Commission in 2011, the Supervisory Board
commissioned an independent law firm to clarify, in accordance
with its statutory responsibilities, whether claims for compen-
sation were to be made against former or current members

of the Board of Management. On the basis of the so far com-
missioned and repeatedly updated reviews and investigations,
as well as detailed discussions in the Supervisory Board taking
into account the welfare of the Company, the Supervisory
Board did not so far see sufficient basis to claim compensation
from former or current members of the Board of Management,

in each case based on the information available.

Meeting on operational planning 2017/2018

On the day before the meeting in December 2016, the members
of the Supervisory Board were occupied with new vehicle
models, design studies and forward-oriented technologies. In
the context of the actual meeting on December 8, 2016, the
Supervisory Board first decided on the proposal described on
® page 70 to be made at the Annual Shareholders’ Meeting

in 2017 for the election of a member of the Supervisory Board.
During the further course of the meeting and on the basis

of comprehensive documentation, the Supervisory Board
discussed in detail and approved the operational planning for
the years 2017 and 2018. This included discussion of existing
opportunities and risks as well as the Group’s risk manage-
ment.

The Supervisory Board also discussed in detail - against the
background of the increasing electrification of automotive
drivetrains - the international production strategy for high-volt-
age batteries and approved the sites proposed for future
battery production. Subsequently, the Supervisory Board dealt
with the question of allowing additional partner companies

to acquire shares in the digital mapping company HERE, with
the goal of positioning an independent, globally leading

and neutral platform for location-based mobility services based
on networked vehicles. To this effect, the Supervisory Board
approved the sale of shares to two additional international
cooperation partners. Furthermore, the Supervisory Board
once again received information on the status of litigation,
investigations and consultations with the authorities in
connection with the diesel issue. Other topics discussed at
the December meeting were corporate governance, also

with regard to the recommendations of the German Corporate
Governance Code, and Board of Management remuneration.
Finally, the Supervisory Board dealt with the probable main
topics of the year 2017.
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Corporate governance and declaration of compliance
During the year 2016, the Supervisory Board was continually
occupied with the standards of good corporate governance.

The members of the Supervisory Board of Daimler AG are
obliged to disclose conflicts of interest - especially those that
might arise due to an advisory or board function for a cus-
tomer, supplier or creditor of Daimler or for other third parties
- to the entire Supervisory Board. There were no indications

of any actual conflicts of interest in 2016. Dr. Bernd Bohr was
a member of and chairman of the supervisory board of Knorr
Bremse AG from March 11 until July 4, 2016. During that period,
the Supervisory Board did not deal with any matters that

could have given rise to a conflict of interest. In order to avoid
individual conflicts of interest, some members of the Supervisory
Board did not participate in discussions of certain items of

the agendas in the year 2016. As a precautionary measure and
in view of his position as chairman of the supervisory board

of Siemens AG, Joe Kaeser did not participate in the consulta-
tions and decision on the involvement of Toll Collect in the
new tender for toll collection on highways in the Federal Republic
of Germany on February 16, 2016. Furthermore, on April 21,
2016, Dr. Bernd Bohr, Dr. Jirgen Hambrecht and Dr. Bernd
Pischetsrieder did not participate in the joint preliminary dis-
cussions of the members representing the employees and the
shareholders concerning the “status update on the diesel
issue” and left the meeting room on July 21 and on December 8,
2016 during the discussion of the related items of the agenda.

As a result, for at least half of the members representing the
shareholders, there were no potential conflicts of interest
during the year under review.

The Supervisory Board is convinced that effective work in the
Supervisory Board in terms of good corporate governance
requires two things: On the one hand, its members must have
high levels of specialist expertise. On the other hand, diversity
amongst the members in terms of internationality, gender,
experience and cultural background must reflect the Group’s
size and internationality. Both of these requirements are
fulfilled at Daimler.

Also in December, the Supervisory Board approved the 2016
declaration of compliance with the German Corporate Gover-
nance Code pursuant to Section 161 of the German Stock
Corporation Act (AktG). With the exceptions explained in the
declaration, all the recommendations of the Code have been
complied with and continue to be complied with.

In the year 2016, the Supervisory Board once again arranged
for an externally moderated efficiency review to be carried

out, thus fulfilling the requirement to carry out a regular effici-
ency review as called for by the Articles of Incorporation

and the German Corporate Governance Code. The results of
the efficiency review, which the Supervisory Board dealt

with intensively in its meeting on February 10, 2017, indicate
very good and constructive cooperation within the Supervisory
Board and with the Board of Management. No fundamental
need for action or change was apparent but some individual
suggestions were made, which were implemented.
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Law on the equal participation of women and men in
management positions

For supervisory boards of listed companies subject to parity
codetermination, like that of Daimler AG, the German Stock
Corporation Act prescribes a binding gender ratio of at least
30% women. The ratio is to apply to the entire supervisory
board. If the side of the supervisory board representing the
shareholders or the side representing the employees objects
to the chairman of the supervisory board before the election
about the application of the ratio to the entire supervisory
board, the minimum ratio is to apply separately to the share-
holders’ side and to the employees’ side for that election.

In the Supervisory Board of Daimler AG, the proportion of 30%
women is fulfilled on the shareholder side as of December 31,
2016 by the members Sari Baldauf, Andrea Jung and Petraea
Heynike. On the employee side, the proportion of women as

of that date is 20% with the members Elke Ténjes-Werner and
Sibylle Wankel. In its meetings on December 8, 2016, and
February 10, 2017, the Supervisory Board dealt with the specific
proposals for candidates for election to be made at the Annual
Shareholders’ Meeting in 2017, and, against this backdrop,
stated that the shareholder side and the employee side should
separately achieve the legally prescribed proportion of women.
The members representing the shareholders stated in both
meetings that they object to the overall fulfilment of the
statutory gender quota. Subsequently, the Supervisory Board
decided to propose the election to the Supervisory Board

of Dr. Clemens Borsig and Bader Mohammad Al Saad at the
Annual Shareholders’ Meeting in 2017. The next election to
the Supervisory Board of members representing the employees
will take place in 2018.

In its meeting in December, the Supervisory Board updated the
rules of procedure of the Supervisory Board and its commit-
tees. As before, the Supervisory Board specified the goal for
the composition of the Board of Management of at least

12.5% female members, applicable until December 31, 2020.

Corporate governance at Daimler is described in detail in the
corporate governance report on €& pages 207 ff and in the
remuneration report on €& pages 142 ff of this Annual Report.

The work of the committees

The Presidential Committee convened six times last year. It
dealt primarily with corporate governance topics and questions
Board of Management. As in previous years, compliance targets
constituted part of the individual target agreements of the
members of the Board of Management. Once again, additional
non-financial targets were also included as criteria in the
target agreements. For the past financial year, they were the
further development and permanent establishment of the
corporate value integrity, diversity, the maintenance and enhance-
ment of a high level of employee satisfaction, and high product
quality.

The Audit Committee met six times in 2016. Details of those
meetings are provided in a separate report of that committee
on € pages 204 ff.

The Nomination Committee prepared recommendations for
the Supervisory Board’s proposals to the Annual Shareholders’
Meeting in 2017 on the candidates for election to the Super-
visory Board. The proposals on the election of Dr. Clemens
Borsig and Bader Mohammad Al Saad take into consideration,
apart from the qualifications defined for each position, the
recommendations of the German Corporate Governance Code.

There was no occasion to convene the Mediation Committee
in 2016.

Personnel changes in the Supervisory Board and the
Board of Management

On April 6, 2016, the Annual Shareholders’ Meeting elected
Petraea Heynike and Dr. Manfred Bischoff as members of the
Supervisory Board representing the shareholders until the
end of the Annual Shareholders’ Meeting that decides on ratifi-
cation of actions for the year 2020. The election proposal
made by the Supervisory Board to the Annual Shareholders’
Meeting was based on a recommendation made by the
Nomination Committee. Effective August 25, 2016, Sibylle
Wankel was appointed by the court to the Supervisory Board

as a member representing the employees, after Dr. Sabine
MaaBen had stepped down from the Supervisory Board as
of June 30, 2016.

In the Supervisory Board meeting on February 16, 2016,

Dr. Dieter Zetsche was reappointed as the Chairman of the
Board of Management and Head of Mercedes-Benz Cars

for a further three years as of January 1, 2017. In addition, the
Supervisory Board decided in this meeting to assign Board

of Management responsibility for Group Research & Mercedes-
Benz Cars Development to Ola Kéllenius as of January 1, 2017.

He will thus succeed to Prof. Dr. Thomas Weber, who stepped
down from his position as a member of the Board of Manage-
ment of Daimler AG after 14 years on December 31, 2016.

In the Supervisory Board meeting on July 21, 2016, the Super-
visory Board appointed Britta Seeger as a member of the
Board of Management for a period of three years starting on
January 1, 2017. Britta Seeger took over responsibility for
Mercedes-Benz Cars Sales from Ola Kéllenius. In addition,
the appointment of Wilfried Porth as a member of the Board
of Management with responsibility for Human Resources

and Director of Labor Relations, IT & Mercedes-Benz Vans was
extended by five years until April 30, 2022.



In the meeting on December 8, 2016, the members of the
Supervisory Board representing the shareholders decided

on the basis of a recommendation by the Nomination Committee
to propose the reelection to the Supervisory Board of

Dr. Clemens Borsig at the Annual Shareholders’ Meeting in 2017.

In the Supervisory Board meeting on February 10, 2017,

Ola Kallenius was reappointed to the Board of Management of
Daimler AG as the member responsible for Group Research &
Mercedes-Benz Cars Development for a further five years as
of January 1, 2018.

In advance of this meeting, Dr. Wolfgang Bernhard, Board

of Management Member responsible for Daimler Trucks and
Buses appointed until February 2018, stated that he would
not be available for an extension of his contract beyond that
date. The Supervisory Board regretted this decision, thanked
Dr. Wolfgang Bernhard for his committed work, and respected
his personal decision. The appointment of Dr. Wolfgang
Bernhard was terminated with effect as of midnight on Febru-
ary 10, 2017. Board of Management Chairman Dr. Dieter
Zetsche has taken over as Head of Daimler Trucks and Buses
until a successor is appointed.

Also in the meeting on February 10, 2017, the members of the
Supervisory Board representing the shareholders decided on

the basis of a recommendation by the Nomination Committee to
propose to the shareholders at the 2017 Annual Shareholders’
Meeting that Bader Mohammad Al Saad be elected as a member
of the Supervisory Board. In the interests of the Company,

Dr. Bernd Bohr has announced that he will step down from the
Supervisory Board at the end of the 2017 Annual Shareholders’
Meeting. The Supervisory Board has declared its intention

to reelect Dr. Bernd Bohr to the Supervisory Board within the
next two years.

Audit of the company and consolidated financial
statements

The financial statements of Daimler AG and the combined
management report for the Company and the Group for 2016
were duly audited by KPMG AG, Wirtschaftspriifungsgesell-
schaft, Berlin, and were given an unqualified audit opinion.
The same applies to the consolidated financial statements for
2016 prepared according to IFRS.

In a meeting in early February 2017 attended by the external
auditors, the Supervisory Board discussed, took note of

and approved the preliminary key figures of the annual company
and consolidated financial statements for 2016 and the
dividend proposal to be made at the 2017 Annual Sharehold-
ers’ Meeting. The Supervisory Board determined that no
objections were to be made to their publication. The prelimi-
nary key figures for the year 2016 were announced at the
Annual Press Conference on February 2, 2017.

In the meeting on February 10, 2017, the Supervisory Board
dealt with the annual company financial statements, the annual
consolidated financial statements and the combined manage-
ment report for Daimler AG and the Daimler Group, each of
which had been issued with an unqualified audit opinion by

the external auditors, as well as with the reports of the Audit
Committee and the Supervisory Board, the corporate govern-
ment statement, corporate governance report, remuneration
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report and the proposal on the appropriation of profit. In
preparation, the members of the Supervisory Board had been
provided with comprehensive documentation including

the Annual Report with the consolidated financial statements
according to IFRS, the combined management report for
Daimler AG and the Daimler Group, the corporate governance
statement, the corporate governance report and the remunera-
tion report, the annual company financial statements of
Daimler AG, the proposal of the Board of Management on
the appropriation of profit, the audit reports of KPMG on the
annual company financial statements of Daimler AG and
the consolidated financial statements, each including the
combined management report, as well as drafts of the reports
of the Supervisory Board and of the Audit Committee.

The Audit Committee and the Supervisory Board dealt with
those documents in detail and discussed them intensively in the
presence of the responsible external auditors, who reported
on the results of their audit and were available to answer
supplementary questions and to provide additional informa-
tion. Following the final results of the review by the Audit
Committee and its own review, the Supervisory Board declared
its agreement with the results of the audit by the external
auditors; it determined that no objections were to be raised
and approved the financial statements and the combined
management report as presented by the Board of Manage-
ment. The company financial statements of Daimler AG for

the year 2016 were thereby adopted. On this basis, the Super-
visory Board consented to the proposal made by the Board

of Management on the appropriation of distributable profit.
Furthermore, it approved the report of the Supervisory Board,
the corporate governance report and the remuneration
report, as well as its own proposed decisions on the items of
the agenda for the 2017 Annual Shareholders’ Meeting.

Appreciation

The Supervisory Board warmly thanks all of the employees
and the management of the Daimler Group for their committed
contributions to the very successful year 2016.

Special thanks are due to Prof. Dr. Thomas Weber, who served
with great passion for many years as the member of the Board

of Management for Group Research and Mercedes-Benz Cars
Development. He had a lasting impact on Daimler AG and
contributed significantly to the Group’s current success. His
membership of the Board of Management ended as planned
on December 31, 2016. We also thank Dr. Sabine MaaBen,
who closely accompanied the company through her committed
work in the Supervisory Board and Audit Committee, and

who stepped down on June 30, 2016.

Stuttgart, February 2017

The Supervisory Board

/

Dr. Manfred Bischoff
Chairman
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The Supervisory Board

Dr. Manfred Bischoff Dr. Bernd Bohr

Munich Stuttgart

Chairman of the Supervisory Board of Daimler AG Former Member of the Management Board

elected until 2021 of Robert Bosch GmbH

Other supervisory board memberships/directorships: elected until 2019

SMS Holding GmbH Other supervisory board memberships/directorships:

Formel D GmbH

Michael Brecht*

Gaggenau

Chairman of the General Works Council, Daimler Group

and Daimler AG;

Chairman of the Works Council, Gaggenau Plant, Daimler AG;
Deputy Chairman of the Supervisory Board of Daimler AG
elected until 2018

Dr. Clemens Borsig

Frankfurt am Main

Chairman of the Board of Directors

of Deutsche Bank Foundation

elected until 2017

Other supervisory board memberships/directorships:
Linde AG

Bayer AG

Dr, Paul AChIeitner Emerson Electric Co.
Munich

Chairman of the Supervisory Board of Deutsche Bank AG
elected until 2020

Other supervisory board memberships/directorships:
Deutsche Bank AG - Chairman

Dr. Jurgen Hambrecht

Ludwigshafen

Chairman of the Supervisory Board of BASF SE
elected until 2018

payerAe Other supervisory board memberships/directorships:
BASF SE - Chairman
: Fuchs Petrolub SE - Chairman
ﬁ:g:nfialdan Trumpf GmbH + Co. KG - Chairman
Nyxoah SA

Former Executive Vice President and General Manager
of the Networks Business Group of Nokia Corporation
elected until 2018

Other supervisory board memberships/directorships: Petraea Heymke

. . Vevey
Fortum O] - Chairwoman Former Executive Vice President of the Executive Board
Deutsche Telekom AG j
of Nestlé S.A.

AkzoNobel N.V.

Vexve Holding OY - Chairwoman elected until 2021

Other supervisory board memberships/directorships:
Schulich School of Business

Michael Bettag* Aiglon College

Nuremberg

Chairman of the Works Council of the Nuremberg Dealership,

Daimler AG Andrea Jung
New York

appointed until 2018 President and Chief Executive Officer of Grameen America, Inc.

elected until 2018

Other supervisory board memberships/directorships:
Apple Inc.

General Electric Company



Joe Kaeser

Munich

Chairman of the Board of Management of Siemens AG
elected until 2019

Other supervisory board memberships/directorships:
Allianz Deutschland AG

NXP Semiconductors N.V.

Ergun Lumali*
Sindelfingen
Chairman of the Works Council at the Sindelfingen Plant;

Deputy Chairman of the General Works Council of Daimler AG

elected until 2018

Wolfgang Nieke*

Stuttgart

Chairman of the Works Council, Untertiirkheim Plant,
Daimler AG

elected until 2018

Dr. Bernd Pischetsrieder

Munich

Chairman of the Supervisory Board of the Miinchener
Rickversicherungs-Gesellschaft, Aktiengesellschaft

in Minchen

elected until 2019

Other supervisory board memberships/directorships:
Minchener Rickversicherungs-Gesellschaft
Aktiengesellschaft in Minchen - Chairman

Tetra Laval Group

Valter Sanches*
Geneva

General Secretary
IndustriALL Global Union
elected until 2018

Jorg Spies*

Stuttgart

Chairman of the Works Council, Headquarters, Daimler AG
elected until 2018

Elke Tonjes-Werner*

Bremen

Deputy Chairwoman of the Works Council, Bremen Plant,
Daimler AG

elected until 2018

* Representative of the employees
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Sibylle Wankel*

Frankfurt am Main

General Counsel of the German Metalworkers’ Union

(IG Metall)

(since August 25, 2016)

appointed until 2018

Other supervisory board memberships/directorships:
Siemens AG

Dr. Frank Weber*

Sindelfingen

Director of the Press Shop, Sindelfingen Plant, Daimler AG;
Chairman of the Management Representatives Committee,
Daimler Group

elected until 2018

Roman Zitzelsberger*

Stuttgart

German Metalworkers’ Union (IG Metall),

District Manager Baden-Wiirttemberg

appointed until 2018

Other supervisory board memberships/directorships:
Heidelberger Druckmaschinen AG

Retired from the Supervisory Board:

Dr. Sabine MaaBen*

Frankfurt am Main

General Counsel of the German Metalworkers’ Union
(IG Metall)

(retired on June 30, 2016)

Committees of the Supervisory Board:

Committee pursuant to Section 27 Subsection 3
of the German Codetermination Act (MitbestG)
Dr. Manfred Bischoff - Chairman

Michael Brecht*

Dr. Jirgen Hambrecht

Roman Zitzelsberger*

Presidential Committee

Dr. Manfred Bischoff - Chairman
Michael Brecht*

Dr. Jirgen Hambrecht

Roman Zitzelsberger*

Audit Committee

Dr. Clemens Bérsig - Chairman

Michael Brecht*

Joe Kaeser

Ergun Limali* (since July 1, 2016)

Dr. Sabine MaaBen* (until June 30, 2016)

Nomination Committee

Dr. Manfred Bischoff - Chairman
Dr. Paul Achleitner

Sari Baldauf
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The new E-Class: The most intelligent business sedan

Mercedes-Benz has taken a major step into the future with the new E-Class, which
had its world premiere in January 2016 at the North American International Auto
Show in Detroit under the motto “Masterpiece of Intelligence.” The tenth generation
of the business sedan sends a strong message with its clear yet emotive design

and an exclusive and high-quality interior. The new E-Class also features numerous
technological innovations that were premiered in the new model. These innovations
allow safe and comfortable driving at a previously unattained level, as well as
providing new dimensions of driver assistance.
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Highlights of 2016

Daimler successfully continued its strategy of profitable growth in 2016. The most
important factor in the Group’s success is our attractive and innovative range

of products and services, which we systematically renewed and expanded at all
divisions. Our most important new model was the new E-Class, the world’s most
intelligent business sedan. We also enhanced our leading position in the area of
autonomous driving with the introduction of innovative assistance systems. Our
groundbreaking role in this field is underscored by our cutting-edge Mercedes-Benz
research vehicles - the Concept EQ, the Future Bus, the Urban eTruck and the
Vision Van. As a pioneer, we are developing outstanding innovations for the future of
mobility. We are also moving ahead with the systematic digitization of our products
and the entire company, thus laying the foundation for ongoing success in the future.




76 A | TO OUR SHAREHOLDERS | HIGHLIGHTS OF 2016

Daimler invests in battery production

Daimler plans to invest a total of €1 billion in its global battery
production network. Production capacity for lithium-ion batteries
is to be significantly expanded at Daimler’s Deutsche Accu-
motive subsidiary in Kamenz, Germany. Approximately €500
million will be invested in a second battery factory, where
production of lithium-ion batteries for Mercedes-Benz and
smart hybrid and electric vehicles is scheduled to begin

in the spring of 2017.

Passenger-car production launched in Brazil

The new plant in Iracemapolis is a key component of the
“Mercedes-Benz 2020” growth strategy. The facility will initially
manufacture the C-Class sedan, which will later be followed

by the GLA compact SUV.

Autonomous driving in a convoy

Daimler Trucks presents a new dimension of autonomous
driving: The Highway Pilot Connect system enables several
semitrailer rigs driving in automated mode to be linked in

a “platoon.” This setup offers impressive benefits, including up
to 7% in fuel savings, a 50% reduction in required road space
and a significantly higher level of safety.

Daimler Financial Services named Germany’s

best employer in 2016

The financial services division of the Daimler Group takes first
place in the category “2,000 to 5,000 employees” in this year’s
competition run by the independent Great Place to Work
Institute, which honors companies that have an especially
attractive workplace culture. The evaluation is based on
anonymized employee surveys and assessments of the quality
of the companies’ human resources and management work.

New regional centers for commercial vehicles

Two new regional centers in Africa and another in Southeast
Asia are opened for the sales and service of our commercial
vehicles. The center for South Asia follows in May 2016. This
means that the realignment of sales and service activities

has been completed within seven months. We are now even
closer to our customers in key growth regions.

Three-millionth Mercedes-Benz Sprinter delivered
Mercedes-Benz Vans has now delivered three million units
of its Sprinter “global van” to customers since the model’s
market launch in 1995. The large van is now on the road in
more than 130 countries.



Annual Shareholders’ Meeting approves Daimler’s
highest-ever dividend of €3.25 per share

Approximately 5,500 shareholders attend the Daimler AG
Annual Shareholders’ Meeting at the CityCube in Berlin

on April 6. Daimler is the first DAX-listed company to offer
its shareholders a mobile ticket that can be sent to their
smartphones.

World’s biggest Mercedes me Store opens in Beijing

Along with an interactive brand experience, the store in the
trendy Sanlitun neighborhood boasts ultramodern architecture
and high-class catering. It also serves as a venue for numerous
events. Beijing is now the sixth city with a Mercedes me Store
- after Hamburg, Milan, Tokyo, Hong Kong and Munich

(see photo below).

car2go launched in China

car2go establishes its first location in Asia in Chongging,

a huge metropolis of 30 million inhabitants in central China.
The Daimler subsidiary thus becomes the first international
Western company to implement the concept of spontaneous
car sharing mobility in China. car2go, which uses the addi-
tional brand designation of JiXing (“drive off immediately”) in
Chongging, initially launches operations with around 400
smart fortwo models.

Fleet test with FUSO Canter E-Cell

In Germany, Daimler Trucks starts its first fleet test with locally
emission-free electric trucks. Five battery-powered FUSO
Canter E-Cell trucks are tested in the coming months by the
City of Stuttgart and the logistics company Hermes.
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New engine plant in Poland

Daimler will invest approximately €500 million in a new pro-
duction facility in Poland that will create several hundred new
jobs. Plans call for four-cylinder gasoline and diesel engines for
Mercedes-Benz cars to be built at the plant in Jawor.

DigitalLife Day 2016 - Daimler is shaping the

digital transformation

Some 500 employees from numerous departments and Group
locations attend the event with the motto “Information,
Inspiration, Innovation.” DigitalLife Day 2016 focuses on the
Group’s digital strategy and on presentations by internal

and external experts. As was the case in the previous year,
when the event took place for the first time, an employee
competition for ideas related to digitization is also held in 2016.

Daimler strengthens its pension fund

The Board of Management of Daimler AG approves the alloca-
tion of approximately €1.8 billion to the pension fund. This

is carried out by contributing the shares in Renault S.A. and
Nissan Motor Co. Ltd. into the Daimler AG pension-plan
assets.

Daimler continues along successful path

Daimler finishes the second quarter with new records for unit
sales and adjusted EBIT. For full-year 2016, Daimler continues
to anticipate a slight increase in EBIT adjusted for special
items.
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Greater flexibility with mobile working

Daimler implements a new and expanded policy on mobile
working in order to improve the work-life balance of its employ-
ees. The policy stipulates that all Daimler AG employees have

the right to work outside the office if such a format is compati-
ble with the task at hand. Daimler operates many initiatives
designed to further improve its employees’ work-life balance
and to develop a new management culture more firmly

based on trust and the personal responsibility of both execu-
tives and employees.

Daimler presents the city bus of the future

The Mercedes-Benz Future Bus with CityPilot drives in partially
autonomous mode for the first time on a Bus Rapid Transit
(BRT) line of approximately 20 kilometers in Amsterdam. The
bus drives at speeds up to 70 km/h, stops exact to one
centimeter at bus stops and traffic lights, brakes for obstacles
and pedestrians and communicates with traffic signals.
Daimler Buses is the world’s first bus manufacturer to drive

a city bus in a partially automated mode on a BRT route.

Daimler presents numerous new products and services
at the IAA Commercial Vehicles Show

The Daimler commercial vehicle brands underscore the pio-
neering role they play in connectivity, efficiency and safety

by presenting a wide range of new products and services at
the 66th IAA Commercial Vehicles Show. Among other things,
the Mercedes-Benz Urban eTruck, the Future Bus and the Vision
Van offer a preview of the future of the transport industry.

Daimler Trucks presents the new Freightliner Cascadia
The new Cascadia sets standards for connectivity, fuel
efficiency and safety. A new, exclusive connectivity platform
allows automated analyses of efficiency and safety. The
aerodynamic shape and ultramodern drive components help
to achieve fuel consumption up to 8% lower than that of the
predecessor model.

Paris Motor Show: focus on electric mobility

The Mercedes-Benz Cars presentation at the Paris Motor Show
focuses on electric mobility and the digital transformation.
The Concept EQ from Mercedes-Benz, which offers a preview
of an all-new generation of battery-electric vehicles, has

its world premiere in Paris. Other models debuting in Paris are
the electric drive versions of the new smart fortwo, the smart
fortwo cabrio and, for the first time as an electric model,

the smart forfour.

Sales milestone for smart: two million urban microcars sold
Since its market launch in 1998, the trendy city car has enjoyed
great success as both a private and a fleet vehicle. And since
2008, it has also been hugely successful as a vehicle perfectly
tailored to the car2go car sharing program. The smart brand

has always played a pioneering role in the automotive industry
in terms of mobility services and customization options, and
continually redefines urban mobility.




car2go passes the two-millionth customer mark

The car sharing company extends its market leadership in Europe
and around the world, and now has more than two million
registered users worldwide. One of the company’s 14,000 vehicles
at 30 locations around the world is used every 1.5 seconds.

Investment in the future: approximately 1,900 young men
and women begin their training at Daimler

Some 1,900 teenagers and young adults once again begin a
training program at Daimler or a course of study at the Cooper-
ative State University in 2016. The Group is now training a

total of approximately 6,300 young men and women in Germany.
This means that Daimler accounts for more than one third

of all training positions in the German automotive industry.

Mercedes-Benz presents Concept X-CLASS

Mercedes-Benz Vans is expanding its product range to include
another model series and will become the first premium
automaker to enter the segment for mid-size pickups. The new
pickup model is scheduled to be launched at the end of 2017
under the name Mercedes-Benz X-Class. The key markets for
the new model will be Europe, Argentina, Brazil, South Africa,
Australia and New Zealand.
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Daimler improves its credit rating

Standard & Poor’s Global Ratings agency (S&P) raises its credit
rating for Daimler AG from A- to A on November 2, 2016,

and also upgrades the company’s short-term rating from A-2
to A-1. The ratings outlook for the company remains unchanged
at “stable.” S&P cites the greater competitiveness of our
Mercedes-Benz Cars division especially as the reason for its
ratings decision.

Daimler Financial Services acquires Athlon

Daimler Financial Services acquires Athlon Car Lease Inter-
national B.V. It is planned to operate Daimler’s entire fleet-
management business under the Athlon brand. This will create
a strong competitor in the European fleet management sector
with a portfolio consisting of approximately 360,000 cars and
vans.

High-performance charging network for electric vehicles
Daimler AG, the BMW Group, Ford Motor Company and the
Volkswagen Group with Audi and Porsche plan to establish
a joint venture to create the most effective charging network
for electric vehicles in Europe. All the partners have signed
a memorandum of understanding to this end. The goal is

to significantly improve the travel range of battery-electric
vehicles by establishing a full-coverage network.
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Daimler and the Capital Market

There was a generally positive tendency on global stock markets in 2016, although they remained
volatile. Announcements by central banks around the world continued to have a pronounced
influence on investor behavior. Despite a very attractive dividend yield, Daimler’s share price
declined by 9% over the year 2016, although it did recover in the second half of the year with a
significant gain of 32%. The Board of Management and the Supervisory Board will propose to the
Annual Shareholders’ Meeting that a dividend of €3.25 (2015: €3.25) per share be paid for 2016.

Generally positive tendency on global stock markets
A.01 Global stock markets began the year 2016 with substantial
Development of Daimler’s share price and of major indices losses, recording the worst start of a year in decades in the
period until mid-February. Investors were initially concerned
about the economic situation in China and, for the first time,

End of 2016 End of 2015 16/15

% ch . . ) Lo .
chanee in the United States as well. The ongoing decline in raw material
- — prices added to this uncertainty. However, share prices then
Daimler share price (in euros) 70.72 77.58 £ . . . .
rose for a period, with this positive development largely due
to the expansionary monetary policy of the European Central
DAX 30 11,481 10,743 +7 R
Bank (ECB) and indications by the US Federal Reserve that
Dow Jones Euro STOXX 50 3,291 3,268 +1 X .
e ndustrial A 19763 17425 3 a course of rather moderate interest rate increases would
oW Jones Inaustrial Average y . .
—— g : be pursued in the United States. In the months that followed,
Nikkei 19,114 19,034 +0 ) . .
ol STOXX Auto Ind 513 566 . reserved financial reports from European companies and
ow Jones 0 Index = . . . . . .
= discussions in the run-up to the Brexit referendum in the United
Kingdom put a damper on investors’ willingness to take risks.
Share prices fell sharply in June after the British vote to leave
A.02 the European Union. However, markets quickly recovered after
- that and even went on to post substantial gains. Automotive
Key figures per share . .
stocks, which had come under pressure during the course of
2016 2015 16/15 the year, were able to rally and post significant gains once
Amounts in euros % change again. Nevertheless, expectations regarding the future behavior
of central banks worldwide remained very much on investors’
Net profit 7.97 7.87 +1 minds. After a phase of varied development, the looming election
Dividend 3.25 3.25 0 in the United States in November began influencing the per-
Equity (December 31) 54.17 50.06 +8 formance of global stock markets. More specifically, market
Xetra price at year end' 70.72 77.58 -9 fluctuations and volatility increased significantly, and auto-
Highest! 73.64 95.79 -23 motive stocks were also affected by this development. The result
Lowest! 51.97 63.26 -18 of the US election led to a brief period of uncertainty, after
1 Closing prices which the major markets in the United States, Europe and Japan

began recording gains once again. The ECB’s announcement
that it would continue its government-bond purchasing program
until the end of 2017 led to additional market gains in December.

The index of the most important shares in the euro zone, the
Dow Jones Euro STOXX 50, rose by 1% in 2016. With a rise

of 7%, the DAX, Germany’s leading index, performed significantly
better. In Japan, the Nikkei index closed with a slight increase
over the full year, while in the United States the Dow Jones
reached an all-time high of 19,975 in December and recorded
a 13% increase for 2016 as a whole. 71 A.01



Daimler share price down by 9% over the year

On January 4, 2016, the Daimler share price reached €73.64,
which was its peak for the year. The year 2016 began with
declining share prices on global markets. Daimler shares were
also affected by this development. However, the ongoing
product offensive and our relatively good sales development
compared to our competitors led our share price to increase
once again in February and March. The development of our share
price was also positively impacted by the Daimler’s announce-
ment that it would significantly increase the dividend to the new
record of €3.25 per share. Political and economic uncertainties
in the period that followed led to renewed high volatility on

the stock markets. The unfavorable outlook in key truck markets,
particularly in the NAFTA region and the Middle East, had a
negative effect on expectations regarding our business opera-
tions in the truck segment. The result of the Brexit referendum
in the UK at the end of June took investors by surprise and

led to a dramatic short-term decline in share prices worldwide.
In this situation, the Daimler share price dropped to its lowest
point of the year 2016 when it fell to €51.97 on July 6. During
the prolonged phase of recovery that followed, automotive
stocks, which had come under strong pressure throughout the
course of the year, were able to rally and post significant

gains once again. Sales at Mercedes-Benz Cars developed very
favorably as a result of high demand for our new products,
which had a positive effect on the development of our share
price. During the China Capital Market Day event at the
beginning of September, management provided a description
of the strategy at Mercedes-Benz Cars. This strategy had
already been underpinned by the solid development of business
in China and was therefore very positively assessed by analysts
and investors. With regard to commercial vehicles, investors
kept a close eye on key markets, especially in the NAFTA
region and Europe, throughout the rest of the year. In the fourth
quarter, our share price climbed again and developed signifi-
cantly better than the DAX. Daimler shares closed at €70.72
on December 30. At the end of the year, the company had

a market capitalization of €75.7 billion (2015: €83.0 billion).
Daimler’s share price declined by 9% over the year as a whole,
underperforming the DAX (+7%) and the Dow Jones STOXX
Auto Index (-4%). When the dividend payout of €3.25 per share
is included, our shareholders saw the value of their investment
decrease by 5%.

Dividend of €3.25 71 A.02

We paid the highest dividend in the company’s history in 2016
(€3.25per share). This corresponds to a total dividend payout

of €3,477 million, which was the highest dividend payout of
any DAX-listed company. The Board of Management and the
Supervisory Board will recommend the payment of a stable
dividend of €3.25 per share for 2016 at the Annual Shareholders’
Meeting on March 29, 2017. The total dividend will amount

to €3,477 million.
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A broad shareholder structure 71 A.07

Daimler continues to have a broad shareholder base of approx-
imately one million shareholders. Shareholder numbers in-
creased during the reporting year, particularly as a larger num-
ber of private investors purchased our shares. The Kuwait
Investment Authority (KIA) currently owns 6.8% of the company’s
shares, making it Daimler AG’s largest single shareholder.

The Renault-Nissan Alliance continues to hold 3.1% of Daimler’s
shares. BlackRock Inc., New York, still holds a stake above

the 5% reporting limit as defined by Germany’s Securities Trading
Act (WpHG). In May 2016, BlackRock notified us that its
proportion of the voting rights was 5.18% as of May 11, 2016.

The aforementioned and all other voting-rights notifications are
published on the Internet at @ daimler.com/investors/share/
voting rights.

A.03
Daimler share price (high/low), 2016
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A.05
Key figures for Daimler shares
End of 2016 End of 2015  16/15
% change
Share capital 3,070 3,070 0
(in millions of euros)
Number of shares 1,069.8 1,069.8 0
(in millions)
Market capitalization 75.7 83.0 -9
(in billions of euros)
Number of shareholders 1.0 0.9 +11
(in millions)
Weighting in share indices
DAX 30 7.52% 8.67%
Dow Jones Euro STOXX 50 3.18% 3.63%
Long-term credit ratings
Standard & Poor’s A A-
Moody’s A3 A3
Fitch A- A-
DBRS A (low) A (low)
A.06
Stock-exchange data for Daimler shares
ISIN DE0007100000
German Securities Identification Number 710000
Stock-exchange symbol DAI
Reuters ticker symbol DAIGn.DE
Bloomberg ticker symbol DAI:GR

A.07

Shareholder structure as of December 31, 2016

By type of shareholder

Kuwait Investment Authority 6.8% *T
Renault-Nissan 3.1%
Institutional investors 70.6%
Retail investors 19.5%

A.08

Shareholder structure as of December 31, 2016
By region

Germany 36.4%

Europe, excluding Germany 29.2%

USA 24.3%

Kuwait 6.8%

Asia 2.9%

Rest of the world 0.4% ‘

Institutional investors hold a total of 71% of our equity capital,
while private investors own 20%. Approximately 66% of our
capital is in the hands of European investors and around 24% is
held by US investors. 72 A.08 Daimler shares’ weighting in
major indices declined during the course of the year as a result
of the development of the overall share price. With a weighting
of 7.52% (2015: 8.67%), Daimler was ranked sixth in the German
DAX 30 index at the end of 2016. 72 A.05 In the Dow Jones
Euro STOXX 50 index, our shares had a weighting of 3.18%
(2015: 3.63%), which put them in tenth place. Daimler shares
are listed on the stock exchanges in Frankfurt and Stuttgart.

A total volume of 1,210 million shares were traded in Germany
in 2016 (2015: 1,188 million). Daimler shares are also increas-
ingly being traded on multilateral trading platforms and in the
over-the-counter market.

Employee share purchase plan implemented once again
Staff members entitled to purchase employee shares were

able to do so once again in March 2016. As was the case in the
previous year, the employees received a discount as well as
bonus shares. At 19.8%, the participation rate in the year under
review was significantly higher than in 2015 (11.7%). A total

of 34,500 employees took part in the program (2015: 20,400);
this is the highest number since 2008. The total number of
shares purchased by employees also increased substantially,
from 300,000 in 2015 to approximately 576,000 (of which just
under 52,000 were bonus shares) in the year under review. The
high participation rate for the employee share purchase plan
was probably due to a significantly lower share price compared
to the prior year, a high profit-sharing payout and the substan-
tially higher dividend of €3.25 per share.

Annual Shareholders’ Meeting in the CityCube in Berlin
Our Annual Shareholders’ Meeting, which took place on April 6,
2016, was held for the second time in the CityCube in Berlin.
Some 5,500 shareholders (2015: 5,000) attended the meeting.
A total of 50.77% of the equity capital (2015: 36.15%) was
represented at the meeting (actual attendees and shareholders
who voted by absentee ballot). This positive increase is a
reflection of our successful efforts to encourage more inves-
tors to exercise their voting rights. A large majority of the
shareholders approved each of the agenda points proposed by
the company’s management. For example, the Annual Share-
holders’ Meeting approved the highest dividend in the company’s
history (€3.25 per share; 2015: €2.45) and re-elected

Dr. Manfred Bischoff, Chairman of the Supervisory Board of
Daimler AG, to the Daimler Supervisory Board as a member

as a representing the shareholders. In addition, Petraea Heynike,
a former member of the Executive Board of Nestlé S.A., was
re-elected to the Daimler AG Supervisory Board. Important
documents and information related to the Annual Shareholders’
Meeting can be found on our website at @ daimler.com/
investors/events/annual-meetings. In the exhibition areas

of the CityCube, Daimler presented its technological expertise
and broad range of products and services under the motto
“Innovative. Digital. Leading.” The presentation highlights
included the Concept Intelligent Aerodynamic Automobile
(Concept IAA) 2015, which attracted a lot of admiring looks.

This aerodynamic world champion was developed and

built almost entirely digitally in just ten months. A group of

our trainees, as well as the global Laureus Sport for Good
movement established by Daimler and Richemont 16 years

ago, were also on hand to provide an insight into their work,
and with “Mercedes me,” the Mercedes-Benz brand presented
services in addition to its products.
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Continuation of comprehensive investor relations
activities

In 2016, we once again provided institutional investors, analysts,
rating agencies and private investors with timely information
regarding the company’s business development. We organized
road shows for institutional investors and analysts in the
finance capitals of Europe, North America, Asia and Australia.
We also held many one-on-one meetings at investor confer-
ences. This was especially the case at the international motor
shows in Geneva and Paris. Sustainability-focused investors
were also able to meet and talk with company representatives
at an event held at the Paris Motor Show and at a conference

in Paris in November. We reported on our quarterly results in
conference calls and webcasts. The presentations can be
viewed on our website at @ daimler.com/investors/events/
presentations. The talks with analysts and investors focused
on the latest earnings expectations for 2016, as well as on

the business development and profitability of the individual
divisions and regions. In addition, top executives from
Daimler Trucks discussed the strategies and goals of their divi-
sion during a capital market event held in June in Leinfelden
(near Stuttgart), where they also offered participants the oppor-
tunity to go for a ride in a partially automated truck. Numerous
analysts and investors accepted our invitation to join us for
another capital market day in Beijing in September. During this
event, the local top-management team described its strategies
and activities in the crucial growth market in China, and also
explained why we are so optimistic that Daimler will continue

to expand its business in the Chinese market. The audio record-
ings and charts and illustrations from the events are available
at @ daimler.com/investors/events/capital-market-days.

Awards once again for the print and online versions

of the Annual Report

Our Annual Report won prestigious international awards once
again in the year under review. Both the print version and

the online version with numerous additional features took
Platinum in the LACP 2015 Vision Awards competition

@ ar2015.daimler.com. Our Annual Report was also named
the best printed annual report worldwide from among the
top 100 international submissions to the LACP.

Significantly more use of corporate website after
modernization

In November 2015, the broad range of information offered on
our website at the existing address @ daimler.com was trans-
ferred to a more powerful software platform and given a new
design. We have also gradually made additional improvements
since that time. Among other things, our website adapts to
any device and is thus always displayed in an optimal size and
format. Our modernization measures have increased the at-
tractiveness of our website and significantly enhanced the user
experience. As a result, the numbers of visits to our website
and the session durations there have both risen considerably.
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Number of online shareholders remains at a high level
Our shareholders continue to make good use of our range

of personalized electronic information and communication.
A total of 86,500 shareholders received the invitation and
agenda for the Annual Shareholders’ Meeting by e-mail rather
than by post in 2016 (2015: 84,000). We would like to thank
those shareholders for helping to protect the environment
and cut costs. As was the case in the past, those shareholders
once again had the opportunity to win attractive prizes in a
lottery. Access to the e-service for shareholders and additional
information can be found at @ https://register.daimler.com.

Refinancing benefits from high level of capital-market
liquidity and good ratings

The ongoing expansionary monetary policies at central banks
also impacted bond markets during the year under review.

As a result of the high level of liquidity, companies with invest-
ment-grade ratings saw their risk premiums remain at a
moderate level.

In 2016, Daimler primarily covered its refinancing needs by
issuing bonds. A large proportion of those bonds were in

the form of benchmark bond issuances (bonds with high nominal
volumes) in euro and US-dollar markets. In the US capital
market, for example, Daimler Finance North America LLC issued
bonds worth a total of $5.5 billion in July and October 2016.
Those bonds had terms of three and five years. In addition,
Daimler AG issued euro bonds in benchmark format with a
total volume of €10.0 billion and terms of two, three, four, five,
seven, eight, ten and 12 years. Daimler AG also issued two
bonds in China (so-called Panda bonds), with a total volume of
CNY 8.0 billion. Furthermore, many smaller bonds were issued
by the Daimler Group in a variety of currencies and markets.

At the end of 2016, companies of the Daimler Group had issued
bonds that were still outstanding in a volume of €63.1 billion
(2015: €51.4 billion). Besides raising funds through the issuance
of bonds, Daimler also issued a small volume of commercial
paper in 2016.

Daimler also conducted several asset-backed security (ABS)
transactions in the United States, Canada, Germany and China
during the reporting year. In the United States, for example,
the company generated a refinancing volume of US$6.6 billion
through six issuances. A further C$0.5 billion was placed in
Canada. In addition, Mercedes-Benz Bank used the Silver Arrow
Platform to sell €1.0 billion in ABS bonds to European investors
once again. Two ABS transactions were also successfully
conducted in China for the first time, with a total volume of
CNY 6.4 billion. € pages 114f
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Objectives and Strategy

We invented the automobile more than 130 years ago, thus fundamentally changing the nature of
mobility. Today as well, we are on the verge of a fundamental transformation, as our vehicles

are becoming increasingly connected, autonomous and electric - and are being linked to innovative
services. We accept the challenges associated with such developments and are creating new
dimensions of mobility. And we want to take the lead - with outstanding products and services, new
and profitable business models and a corporate culture that can keep pace with the requirements

of a digitized world. We aim to achieve profitable growth and increase the value of the company.
We plan to achieve our goals by focusing our activities on four strategic areas.

Four objectives

Delighted customers

Our leading brands in all divisions create value for our customers.
We aim to finish at the top of all relevant customer-satisfaction
rankings and win over customers with our outstanding quality.
For that purpose, we create interfaces for sales and aftersales
processes that ensure we can maintain contact with customers
at all times. We want to expand connectivity in the vehicle
even further, thus creating added value for our customers.
We also offer our customers tailored transport and mobility
services that improve efficiency and reflect the growing
trend toward a sharing economy.

Technology leadership, innovation and digitization

We set standards for technology and innovation. We want our
products from all the divisions to be the industry leaders in
terms of safety, autonomous driving and green technologies.
Here, we exploit the potential generated by Group-wide
research activities and predevelopment and, where possible,
we also make use of standardized systems and solutions.
With the application of digital technologies, we aim to be at the
forefront, both with our products and services and along
the entire value chain. With connected products and services,
we aim to inspire our customers, attract new customers,

and utilize new business models in the fields of mobility and
transport.

Profitable growth

We intend to achieve a 9% average return on sales (EBIT in rela-
tion to revenue) for the automotive business on a sustained
basis. This overall figure is based on the return targets for the
individual divisions. Those targets are 10% for Mercedes-Benz
Cars, 8% for Daimler Trucks, 9% for Mercedes-Benz Vans and
6% for Daimler Buses. For Daimler Financial Services, we

have set a target of 17% for return on equity.

The “Mercedes-Benz 2020” growth strategy is designed to
ensure that our Mercedes-Benz Cars division will play the lead-
ing role in the premium segment worldwide over the long term.
We also plan to further enhance the smart brand’s pioneering
role in urban mobility. In addition, we want to further strengthen
Daimler Trucks’ position as the leading truck manufacturer in
the global truck business. Mercedes-Benz Vans aims to achieve

further profitable growth with the help of its “Mercedes-Benz
Vans goes global” divisional strategy. Daimler Buses plans

to further strengthen its leading position in the segment for
buses above eight metric tons gross vehicle weight. Daimler
Financial Services plans to maintain its position as the best
captive financial and mobility services provider; it will continue
to grow further in close cooperation with our other divisions.

In order to safeguard our profitability also under difficult market
conditions, we are adapting our business system in a way
that enables us to react quickly and flexibly to market fluctua-
tions and create value as close to our markets as possible.

Best teams

We work in teams whose diversity in terms of gender, national-
ity and age is of great importance. Our employees are proud

to work at Daimler, and we are one of the employers most sought
after by job applicants. Our core corporate values - passion,
respect, integrity and discipline - form the basis of our actions.
Integrity is particularly important for Daimler, and guides our
actions with regard to our employees, the Group, business part-
ners and customers. We are firmly convinced that conducting
business with integrity makes us more successful over the long
term and is also good for society as a whole. € pages 137 ff

Sustainability is a fixed element of our philosophy. For us, sus-
tainability means conducting business responsibly to ensure
long-term economic success in harmony with the environment
and society. € pages 123 ff

Four strategic focus areas

We plan to achieve our goals through four strategic focus
areas. 21 A.09

We will focus on

- strengthening our core business,

- growing globally,

- leading in technology and

- moving ahead with digitization.
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Strategic focus areas

Strengthening
core business

Growing
globally

Leading
in technology

Pushing
digitization

&
“en

The four focus areas of the Daimler strategy

Strengthening our core business

Mercedes-Benz Cars is strengthening its core business with
innovative first-rate products and services, competitive cost
structures, flexible processes and a customer-oriented sales
organization. Our new products and services set standards

in the strategic future-oriented fields of connectivity (Connected),
autonomous driving (Autonomous), flexible use (Shared &
Services) and electric drive systems (Electric). These areas
are combined in the acronym CASE. Our strategy for Mercedes-
Benz Cars now focuses on playing the leading role in each
future-oriented area and on linking these areas to create out-
standing products, services and business models. The major
highlight of 2016 was the new E-Class, whose innovative assis-
tance and safety systems have taken the model a step further

in the direction of autonomous driving. We will launch two
additional new E-Class models in 2017: the E-Class Coupe and
the E-Class Cabrio. Furthermore, we will underscore our
leading position in the area of autonomous driving and connec-
tivity with the launch of an updated S-Class model. We will
expand our range of electric vehicles in 2017 with additional plug-
in hybrids and three new electric vehicles from the smart
brand, and before the end of this year, we will present a com-
pletely new fuel-cell vehicle on the basis of the Mercedes-
Benz GLC. Mercedes-Benz also unveiled its new EQ brand in
September 2016, thereby ushering in a new era of electric
mobility. By 2025, Mercedes-Benz plans to launch more than
ten electric cars on the market.

We continue to forge ahead with our vehicle architecture and
module strategy. By progressing with standardization and
modularization at our manufacturing plants, we are reducing
our investment requirements and fixed costs. The interaction
between lead and partner plants is safeguarding both the trans-
fer of knowledge and the high quality standards associated
with “Made by Mercedes” worldwide. Extensive repositioning
is helping to safeguard the future of our German plants. At

the same time, we continue to expand our international produc-
tion network. For example, we are building a new facility at

our site in Kecskemét, Hungary, and will begin manufacturing
four-cylinder engines at a new plant in Jawor, Poland, in 2019.
We are investing a total of €1 billion in our battery production
operations, with €500 million of this amount earmarked for
the construction of a second battery factory to be operated
by our Deutsche Accumotive subsidiary in Kamenz, Germany.

Our “Best Customer Experience” initiative is designed to offer
our customers the best experience among all automakers.

All of our sales, service and financial services activities are
aligned with each other throughout the entire duration of the
customer relationship - right from the first contact. New sales
formats such as mobile sales pavilions and Mercedes me
Stores create meeting points that enable us to establish contact
with new customers as well. Our “She’s Mercedes” initiative

is allowing us to address women customers in a more targeted
manner. More personalized service and advice is now being
provided in our direct sales operations by including additional
product experts. With the digital platform and service brand
Mercedes me, we are providing innovative services, products
and lifestyle offerings going beyond the car itself. € pages 30f

The smart brand stands for innovative urban mobility concepts.
We will continue to expand the range of smart products for use
as trendy city cars, as private and fleet vehicles, and as tai-
lored models for the car2go car sharing program. The smart
brand is already a leader today when it comes to personaliza-
tion and mobility services. Moreover, with its smart ready to
drop delivery service, the brand is now also starting to offer a
range of quality digital services.

Daimler Trucks relies on its technology leadership, global
presence and intelligent use of platforms. The platform strategy
allows the use of key synergy advantages. Our customers
profit from simplification through the rapid availability of rele-
vant truck technologies. Our drive-system component plat-
forms for medium and heavy-duty engines and automatic trans-
missions already enjoy great success on the market. We are
now following up with chassis and cab standardization and by
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implementing a uniform electric and electronic architecture.

In the future, the new “Truck Data Center” connectivity hardware
will be installed as the heart of the connected truck across

all Daimler Trucks brands. Possibilities for further efficiency
improvements include not only the platform and common-
component strategy, but also the rationalization of the product
program and the streamlining of processes, especially at
Mercedes-Benz Trucks. In order to further strengthen our com-
petitiveness, we will continue optimizing our fixed costs. For
the expansion of its core business, Daimler Trucks is pushing
forward with electrification, as can be seen with the new FUSO
eCanter and the Mercedes-Benz Urban eTruck. < pages 42 ff

Mercedes-Benz Vans’ “Mercedes-Benz Vans goes global”
strategy has three elements: market strategies for global
expansion, product strategies for the further expansion and
differentiation of the product portfolio, and the development
and commercialization of customer-focused and holistic
transport solutions. As of late 2017, we will expand our port-
folio with the launch of the Mercedes-Benz X-Class - a
premium pickup truck that will be sold in Europe, Latin America,
South Africa, Australia and New Zealand. Our current Sprinter
with up to 5.5 metric tons gross vehicle weight is more power-
ful and boasts a higher payload capacity than before, making

it even more versatile and efficient for customers. Further
growth in online retail sales of goods can be expected to lead
to higher sales of commercial vans in the future as well.
Mercedes-Benz Vans is placing increasingly priority on electric
mobility for the future of urban delivery transport.

Daimler Buses will focus over the coming years on achieving
further sustainable and profitable growth and continual effi-
ciency gains. Cost efficiency will be further improved through
closer coordination between the facilities that manufacture
complete buses and chassis. Additional business volume will
be generated through increased sales of highly attractive
complete buses and bus chassis, as well as by a convincing
overall package of new and used vehicles, service and
maintenance contracts, financing plans and new mobility
services. In addition, Daimler Buses is increasingly focusing
on natural-gas and electric drive.

Daimler Financial Services remains on course for growth and
offers its customers a tailored system of financial and mobility
services. These services range from leasing, financing and
insurance solutions to car sharing, taxi apps and transport
information and ticket purchasing services. About half of all

the vehicles delivered by Daimler around the world today are
either financed or leased by Daimler Financial Services.

The division currently finances and leases 4.3 million cars and
commercial vehicles worldwide, and plans to increase this
figure in the future. Daimler Financial Services is also aiming
to achieve the highest possible degree of customer satisfaction
and greater customer loyalty under the motto “Engaging
customers for life.” The independent Great Place to Work Insti-
tute lists Daimler Financial Services among the best multi-
national companies in the world to work for. This serves as an
incentive to continue focusing on our attractiveness as an
employer. With the acquisition of Athlon Car Lease International
B.V., Daimler Financial Services made a strategic investment

in the fleet-management business in 2016. This has made the
division into a strong competitor in European fleet Management.

Growing globally

Growth in global demand for automobiles will take place mainly
in Asia over the long term. Although growth rates in China

will be more moderate in the next several years, we expect
the Chinese automotive market to continue expanding consider-
ably in terms of absolute sales figures. For example, over
the next ten years, the sales volume in the world’s largest car
market is likely to increase from the current 22 million to around
30 million vehicles. For Daimler, growing further on a global
scale means improving our strong position in passenger-car
and commercial-vehicle markets in Europe, North America

and Japan, while also fully exploiting growth potential in Asia
and various emerging markets.

In order to achieve Mercedes-Benz Cars’ sales targets outside
Europe, we are intensifying our activities in the world’s biggest
sales market, China. Today, around two thirds of the Mercedes-
Benz cars sold in China are manufactured locally. We produce

the long and short versions of the new E-Class and the C-Class
in China, as well as the GLC and GLA SUVs. In the electric-
vehicle segment, we have teamed up with the Chinese battery
and vehicle manufacturer BYD to develop a battery-electric
automobile. This electric vehicle, which was launched in China
in 2014 under the DENZA brand name, was joined in 2016

by another electric model with a range of 400 km. Our research
and development center in Beijing is an important component

of our international research and development network. In India,
we are now building the GLC, our ninth car model to be pro-
duced there. In addition, Mercedes-Benz Research and Devel-
opment India (MBRDI) in Bangalore is Daimler’s largest
research and development center outside Germany. In Brazil,
we put a new facility into operation in 2016 at our site in
Iracemépolis, where we produce the C-Class and the compact
GLA SUV for the local market. In Aguascalientes, Mexico, we
and our strategic partner Renault-Nissan are building a produc-
tion plant for the next generation of premium compact models.

Our goal for Daimler Trucks is to safeguard the division’s
strong position in Europe and North and South America
(regardless of market fluctuations), and to achieve significant
growth in the Asian markets. We are present in Asia with

two regional companies, Mitsubishi Fuso Truck and Bus Corpo-
ration (MFTBC) and Daimler India Commercial Vehicles (DICV),
which has been operating in India for several years. At DICV
in India, we build trucks of the BharatBenz brand as well as
FUSO trucks for export to other markets. The FUSO trucks built
in India are mainly aimed at price-sensitive markets in Asia,
Africa and Latin America. Our activities in the field of medium-
duty and heavy-duty trucks in China focus on cooperation
with our partner Foton, with which we produce Auman brand
trucks through our joint venture Beijing Foton Daimler Auto-
motive Co. Ltd. (BFDA). We plan to begin selling locally pro-
duced Mercedes-Benz trucks in China as well at the end of
the decade. With regard to Iran, we have now made preparations
for the resumption of local production and sales of trucks,
depending on the further development of local conditions.

In order to fully utilize growth opportunities in the markets of
the future in Africa, Asia and Latin America, we are positioning
ourselves even closer to the pulse of the market in these
regions with our new regional centers. These centers concen-
trate fully on sales and aftersales for commercial vehicles

of the Daimler brands.



Mercedes-Benz Vans plans to continue growing in new markets
within the framework of its “Mercedes-Benz Vans goes global”
strategy. In order to further increase sales in North America
and to improve our cost position, a new production plant is
being established in North Charleston, South Carolina. Both
the Vito, which we launched in North America under the

name Metris in 2015, and the Sprinter are currently being
assembled from parts kits in North Charleston.

Daimler Buses plans to grow in the emerging markets in the
coming years. Great potential for growth exists especially

in Latin America, and this potential can be utilized once the
markets in the region begin to recover. Daimler Buses is well
positioned in Latin America with a total of four production loca-
tions in Brazil, Mexico, Argentina and Colombia. In India,
Daimler Buses operates a bus plant within the framework of
its Daimler India Commercial Vehicles organization. With

this approach, Daimler Buses aims to penetrate the Indian
premium bus segment under the Mercedes-Benz brand name
and the volume-bus segment under the BharatBenz brand,

as well as offering tailored school buses and other complete
buses for the requirements of export markets in the Middle
East, Africa and Latin America. With its new Mercedes-Benz
Conecto city bus, Daimler Buses is now strengthening its sales
position in markets in Eastern Europe and the Middle East.
With a low total cost of ownership and little emissions accord-
ing to Euro VI, this bus perfectly meets the requirements of
those markets. In the coming years, Daimler Buses aims to
grow and gain market share also in its European core markets.

The Daimler Financial Services division continues to expand
its business activities in line with the growth strategies of the
automotive divisions. The division offers leasing and financing
models tailored to specific regions, as well as a broad range

of mobility services worldwide. China especially offers good
opportunities for further substantial growth in the future.
Daimler Financial Services supports the worldwide sales of
Daimler vehicles in approximately 40 countries.

Leading in technology

As a pioneer of automotive engineering, we continue to expand
our technology leadership in the areas of drive systems, safety,
autonomous driving and the connectivity of our vehicles.

At Mercedes-Benz Cars we have significantly expanded our
activities in the area of electric mobility. As things stand now,
we believe that by 2025, 15% to 25% of our new vehicles will

be all-electric models. Until then, we plan to introduce more
than ten new electric vehicles. All of our purely battery-powered
vehicles will be consolidated under our new EQ brand in the
future. In other words, EQ is more than just the name of a vehicle.
Instead, it encompasses our comprehensive electric-mobility
ecosystem of products, services, and charging and storage
technologies. In total, we will invest approximately €10 billion

in the expansion of our range of electric vehicles in the coming
years. € pages 20ff
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The systematic optimization of combustion engines remains

a key component of our efforts to achieve zero-emission mobility.
One important aspect here is the complete electrification of
the drivetrain through the use of new technologies such as the
integrated starter-generator (ISG) and the 48-volt on-board
power system. The new four-cylinder diesel engine, which was
introduced in the new E-Class in 2016, will be followed in
2017 by four additional members of the new engine family.
Systematic hybridization is another important interim solution
on the road to zero-emission mobility. Our new plug-in hybrid
vehicles combine the highest levels of dynamic handling and
comfort with outstanding fuel consumption, and they also
allow purely electric and thus locally emission-free driving.
Taken together, our measures in this area are paying off:

As early as 2015, we were able to reduce the CO, emissions
of newly registered vehicles from Mercedes-Benz Cars in

the European Union to an average of 123 grams per kilometer.
This means we achieved our 2016 target of 125 g/km ahead of
schedule. We were able to maintain the average of 123 g/km
in 2016 despite the fact that our sales structure changed
towards upper-mid and large vehicles. We succeeded by means
of technical innovations and further reduced the CO, emis-
sions of individual models. €& pages 30f

Fuel efficiency is a key selling point also for commercial vehi-
cles. In order to improve fuel efficiency even further, we are
continually optimizing vehicles and drivetrains at the Daimler
Trucks division. In Europe, we aim to reduce the fuel consump-
tion of our truck fleet by an average of 20% over the period

of 2005 to 2020. Our integrated approach, which incorporates
all the players from the transportation sector - ranging from
commercial vehicle producers, bodybuilders and tire manufac-
turers to logistics companies - has taken us a major step
towards achieving this goal. During the year under review, we
conducted a field test with a comprehensively optimized pro-
duction truck that was not only equipped with a new engine,
but also featured an enhanced trailer as well as modified
tires and other key components. The CO, emissions produced
by this vehicle were 20% lower than those generated by a
standard semitrailer rig.

In the North American market, the new Freightliner Cascadia
is once again setting standards for fuel efficiency. With the
help of additional optimization measures for aerodynamics and
the drive system, we succeeded in improving the fuel effi-
ciency of the new Freightliner Cascadia by up to 8% compared
with the predecessor model. We are the world leader for
hybrid technologies in commercial vehicles. As early as 2006,
we launched series production of the FUSO Canter Eco Hybrid
for the Japanese market. The FUSO Canter Eco Hybrid boasts
fuel savings of up to 23% compared with conventional models,
and its owners are able to recoup the moderately higher cost
for the hybrid model within just a few years.

In 2017 we will launch a small production series of the third
generation of the all-electric FUSO eCanter light-duty truck and
will begin delivering the model to customers. This truck’s
locally emission-free drive system is already helping to reduce
exhaust and noise emissions in cities. The Mercedes-Benz
Urban eTruck will allow purely electric transport for the first
time in a vehicle with a gross vehicle weight of up to 26 metric
tons and a range of up to 200 kilometers. As things stand
now, we should be able to launch this model on the market at
the beginning of the next decade.
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Mercedes-Benz Vans is also benefiting from the fuel savings
and emission reductions achieved with the new diesel engines
in our passenger cars. Nevertheless, the division is increas-
ingly focusing on electric mobility solutions for urban delivery
operations in the future. For example, Mercedes-Benz Vans
will launch series production of a commercial van with electric
drive in 2018. The purely electric drivetrain is being developed

by Mercedes-Benz Vans and is designed especially for the require-
ments of customers in the urban delivery sector.

Fuel savings of up to 8% have also been achieved through

the launch of Euro VI bus models. Use of the latest generation
of the OM 470 and OM 471 diesel engines in the Setra and
Mercedes-Benz Travego, as well as vehicle-related measures,
have led to a reduction in fuel costs and CO, emissions

of a further 4% for these coaches. Daimler Buses is making
greater use of natural gas and electric drive systems. The
Mercedes-Benz Citaro NGT is a city bus with a natural-gas
engine and CO, emissions that are up to 10% lower than
those of the predecessor model. Daimler Buses also plans

to launch an electric bus for the segment of locally
emission-free vehicles in 2018.

We continue to strengthen our leading position with regard

to safety and assistance systems in all our automotive divisions.
Our approach to autonomous and accident-free driving is

based on the use of comprehensive safety and assistance
systems combined with vehicle connectivity technology

and real-time digital maps. This approach guides us as we
develop autonomously driving cars and commercial vehicles

to the series-production stage. At Mercedes-Benz Cars, this
development is being spearheaded by the extensive assis-
tance systems in the new E-Class, and among our commercial
vehicles by the Freightliner Inspiration Truck concept vehicle
with automated driving mode, the Mercedes-Benz Actros with
Highway Pilot, and the Mercedes-Benz Future Bus with City-
Pilot. Daimler Trucks underscores its leading position in the
field of safety with the further development of proven safety
technologies. With fourth-generation Active Brake Assist and
with Sideguard-Assist - both of which feature person recogni-
tion - Mercedes-Benz Trucks has started another new chapter
for active safety technology. These systems primarily serve to
protect the weakest road users: pedestrians and cyclists.

Detailed information on the topic of “Maintaining our
technology leadership” can be found in this Annual Report
on € pages 12ff and 126 ff

Moving ahead with digitization

Digitization is leading to major changes in society, economic
competition, the way customers think and act and, ultimately,
everything we do. It is altering our products and services,

our communication with customers and the manner in which
we create value at Daimler. Digitization is also paving the

way for new mobility concepts and enabling the development
of new business models for mobility and transport. In order

to stay on top as this fundamental transformation proceeds,
we are moving ahead with digitization at all levels and along

the entire value chain, while continuing to focus on our custom-
ers. Our activities involve enhancing the connectivity of our
products and services - i.e. developing customer-focused digi-
tal services and new business models and increasing digital
communication with customers, starting with the initial contact
and extending through the entire relationship.

Digitization along the entire value chain allows us to shorten
development times, design production processes more flexibly
and utilize marketing and sales channels in a more direct
manner. Industry 4.0 will digitize factories through the use of
systems for augmented reality, virtual assembly or human-
robot cooperation. The amount of monotonous and strenuous
work will be reduced as a result. The intelligent use of conti-
nually increasing volumes of data, along with the networking
of all points in the value chain, will enhance efficiency, improve
quality and make the entire production process even more
flexible.

We continue to roll out connected vehicles at Mercedes-Benz
Cars. Mercedes me connect, which will be made available

in additional countries and regions, allows customers to access
their vehicle online at any time and from any location.
Mercedes me is our digital platform that brings together mobil-
ity, financing and other services (connect, assist, move and
finance), and also provides information and news about the
Mercedes-Benz brand (inspire). € pages 30f Meanwhile,
smart is introducing a range of high-quality digital services for
urban mobility with the new “smart ready to...” The new range
of services has been launched with smart ready to drop, which
offers parcel deliveries straight to the trunk of a smart vehicle.

We also continue to expand digitization and vehicle connectiv-
ity at Daimler Trucks. Connectivity will be a crucial factor

for success in the logistics sector in the future. Daimler Trucks
is the leader by far here, with approximately 400,000 con-
nected vehicles worldwide. Our products are part of a compre-
hensive logistics system. The foundation for this is new
connectivity hardware known as Truck Data Center that will
be installed in all our trucks in the future. The system can

be used for diverse applications and the hardware can also
be installed in trucks from non-Group brands. The module
receives all internal truck data and serves as an interface
for external communication as well. Daimler Trucks plans to
invest around €500 million in truck connectivity between now
and 2020. In the meantime, services already available today
such as Mercedes-Benz Uptime are helping to further reduce
commercial vehicle downtimes. With the opening of the
FleetBoard Store for apps at the beginning of 2017, we are
establishing an open platform that allows software experts
from other industry partners, as well as app developers, to con-
tribute useful apps that increase the efficiency of the haulage
sector as a whole. We are also further expanding our Detroit
Connect telematics services in North America, in cooperation
with partners from the IT sector such as Microsoft and AT&T.

With its adVANce strategic initiative, Mercedes-Benz Vans is
underscoring its transformation from a pure vehicle manu-
facturer into a provider of customer-focused system solutions.
The new Mercedes PRO service brand bundles professional
services on a digital platform and has started the year 2017 with
the launch of innovative connectivity solutions (Mercedes

PRO connect). Our Vision Van concept vehicle offers a preview
of the future of the digitized van, which will be part of a supply
chain optimized down to the last mile through comprehensive
connectivity. We will invest €500 million for the future
initiative by 2020.



Connectivity at Daimler Buses also offers huge benefits

for everyone from bus operators (in terms of fleet management
and maintenance costs) to bus drivers traveling their routes.
Moreover, passengers benefit from e-tickets and many other
features. An important component of future urban mobility
solutions are Bus Rapid Transit (BRT) systems, which are already
offering efficient, fast and affordable local public transport in
many cities around the world.

Digital technologies also offer us the opportunity to develop
new and innovative mobility concepts for private, business and
public transport applications. Examples here include car2go,
CharterWay, Bus Rapid Transit and the “moovel” mobility plat-
form. With car2go, which is our biggest business for private
mobility services and is managed by Daimler Financial Services,
we are the world’s leading company for flexible car sharing
with more than 2.2 million customers. moovel offers our cus-
tomers the opportunity to optimally compare various
mobility services and then book and pay for them. In July 2016,
the Daimler subsidiary mytaxi and Hailo, two leading app-
based taxi providers, decided to merge. They now Have 100,000
drivers in more than 50 cities in nine countries, and constitute
the biggest European taxi network. In addition, Daimler increased
its interest in the exclusive chauffeur service Blacklane in the
third quarter, and has an interest in the long-distance bus com-
pany Flixbus.

New ways of thinking and acting are required if the digital
transformation at our company is to be successful. We want
to enthuse our employees for digital technologies and to
strengthen our culture of innovation. DigitalLife@Daimler is a
program that promotes the digital transformation throughout
the Group, improves employees’ digital literacy and raises their
enthusiastism for digital technologies and topics. Internal
communities, blogs, events, roadshows and idea competitions
offer opportunities for the development of new digital ideas
and are used to promote the most innovative concepts as
“internal startups.” In addition, we launched for example the
Startup Autobahn initiative, which we operate with several
partners. Our DigitalLife Day series of events takes employees
into the digital world of tomorrow.

We are also changing our structures and processes in order to
ensure that we can optimally utilize the opportunities offered

by digitization. To this end, we have created new organizational
units such as Future Transportation Systems and Mercedes-
Benz Mobility GmbH at Mercedes-Benz Vans and CASE at
Mercedes-Benz Cars. These organizations can develop their
own products and business ideas independently of the pro-
cesses at their respective divisions or business units. Our goal
here is to combine the speed and risk-taking culture of the
digital sector with our company’s focus on perfection and inno-
vative capability.

Together with our employees, we are developing a new manage-
ment culture within the framework of the Leadership 2020
program, which will help ensure our success also in the future.
With this approach, we are addressing the challenges associ-
ated with the digital world and creating the basis for cultural
changes throughout the Group.
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Substantial investment in the future of
the Group

In the coming years, we will continue to move ahead systemati-
cally with our innovation offensive in order to implement

our growth strategy through the introduction of new products,
innovative technologies and state-of-the-art manufacturing
facilities. A large amount of our investment will be used for the
digitization of processes and products throughout the entire
Group. We will therefore invest more than €14 billion in prop-
erty, plant and equipment in 2017 and 2018, as well as more
than €16 billion in research and development projects. With
this plan, we are once again increasing our investment in order
to safeguard the future of the Daimler Group. 72 A.10 and A.11

The investment in property, plant and equipment will mainly
be used to prepare for the production launches of our new
models and new combustion engines. However, we will also
use our investment to realign our manufacturing facilities in
Germany, to increase local production in growth markets and
to expand our battery production network. €& page 178

Most of our outlay for research and development will be used
for new products, innovative drive-system and safety technolo-
gies, vehicle connectivity systems and the further development
of autonomous-driving technologies. Plans also call for
substantial funds to be invested in our comprehensive electric
mobility offensive. €2» page 178

A.10

Investment in property, plant and equipment

2015 2016 2017-2018
Amounts in billions of euros
Daimler Group 5.1 5.9 14.3
Mercedes-Benz Cars 3.6 4.1 10.5
Daimler Trucks 1.1 1.2 2.3
Mercedes-Benz Vans 0.2 0.4 122
Daimler Buses 0.1 0.1 0.2
Daimler Financial Services 0.03 0.04 0.06
A.11
Research and development expenditure

2015 2016 2017-2018
Amounts in billions of euros
Daimler Group 6.6 7.6 16.2
Mercedes-Benz Cars 4.7 5.7 12.2
Daimler Trucks 1.3 1.3 2.7
Mercedes-Benz Vans 0.4 0.4 0.9
Daimler Buses 0.2 0.2 0.4
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Corporate Profile

Business model

Daimler can look back on a tradition covering 130 years - a tra-
dition that extends back to Gottlieb Daimler and Carl Benz, the
inventors of the automobile, and features pioneering achieve-
ments in automotive engineering. Today, the Daimler Group is a
globally leading vehicle manufacturer that offers an unparalleled
range of premium automobiles, trucks, vans and buses. The
product portfolio is rounded out by a range of tailored financial
services and mobility services. Daimler’s goal is to continue to
play a leading role in the automotive industry in the development
of products and services for the future of mobility.

Daimler AG is the parent company of the Daimler Group and is
domiciled in Stuttgart (MercedesstraBe 137, 70327 Stuttgart,
Germany). The main business of Daimler AG is the development,
production and distribution of cars, trucks and vans in Germany
and the management of the Daimler Group. The management
reports for Daimler AG and for the Daimler Group are combined
in this management report.

With its strong brands, Daimler is active in nearly all the countries
of the world. The Group has production facilities in a total of
19 countries and more than 8,500 sales centers worldwide.
The global networks of research and development activities

B.01

Consolidated revenue by division

Mercedes-Benz Cars 56.0%
Daimler Trucks 20.7%
Mercedes-Benz Vans 8.0%
Daimler Buses 2.7% .
Daimler Financial Services 12.6% '

and of production and sales locations give Daimler considerable
advantages in international competition and also offer additional
growth opportunities. In addition, we can apply our innovations
in a broad portfolio of vehicles while utilizing experience and
expertise from all parts of the Group. This also helps us with
the further development of technologies and services that
point the way forward to the future of mobility. Additional poten-
tial is generated by the digitization of our processes and products.

In 2016, Daimler increased its revenue by 3% to €153.3 billion.
The Group’s five divisions contributed to this total as follows:
Mercedes-Benz Cars 56%, Daimler Trucks 21%, Mercedes-Benz
Vans 8%, Daimler Buses 3% and Daimler Financial Services 13%.
At the end of 2016, Daimler employed a total workforce of more
than 282,000 men and women worldwide.

The products supplied by the Mercedes-Benz Cars division
comprise a broad spectrum of premium vehicles of the
Mercedes-Benz brand, its Mercedes-AMG high-performance
brand and its Mercedes-Maybach luxury brand. These vehicles
range from the compact models of the A-Class and B-Class to
a highly varied program of sport utility vehicles, roadsters,
coupes and convertibles and S-Class luxury sedans. The port-
folio is rounded out by the Mercedes me sub-brand and the
high-quality small cars of the smart brand. Furthermore, we
launched the new EQ brand in 2016 for all activities connected
with electric mobility. The most important markets for
Mercedes-Benz Cars in 2016 were China with 22% of unit
sales, the United States (16%), Germany (14%) and the other
European markets (30%). In the context of its growth strategy,
the division is continually further developing its flexible and
efficient production network with 29 plants on four continents.
The plants are operating at a high level of capacity utilization,
so we are expanding our production capacities with a new facility
in Jawor, Poland, and a second, highly flexible plant in Kecskemét,
Hungary. The German facilities are our lead plants and
competence centers and form the backbone of the worldwide
production organization. In connection with our electric
offensive, we are examining the possibility of producing electric
vehicles and components at existing sites within our global
production network. Thanks to highly flexible structures, we
can produce vehicles with different drive systems in our plants,
allowing us to react flexibly and quickly to changing demand in
the markets. The first series-production vehicle from the EQ
brand will be produced at our plant in Bremen. We have already
started with intensive preparations there.



As the biggest globally active manufacturer of trucks above

6 metric tons gross vehicle weight, Daimler Trucks develops
and produces vehicles in a global network under the brands
Mercedes-Benz, Freightliner, Western Star, FUSO and BharatBenz.
The division’s 26 production facilities are located in the NAFTA
region (14), Europe (7), Asia (3) and South America (2). In China,
Beijing Foton Daimler Automotive Co., Ltd. (BFDA), a joint
venture with our Chinese partner Beigi Foton Motor Co., Ltd.,
has been producing trucks under the Auman brand name since
2012. Daimler Trucks’ product range includes light, medium
and heavy-duty trucks for local and long-distance deliveries
and construction sites, as well as special vehicles used mainly
in municipal applications. Due to close links in terms of pro-
duction technology, the division’s product range also includes
the buses of the Thomas Built Buses and FUSO brands. Daimler
Trucks’ most important sales markets in 2016 were the NAFTA
region with 35% of unit sales, Asia (30%), the EU30 region
(European Union, Switzerland and Norway - 19%) and Latin
America excluding Mexico (7%).

Mercedes-Benz Vans is a global supplier of a complete range

of vans and associated services. The division’s product range in
the segment for commercial vans comprises the Sprinter large
van, the Vito mid-size van (marketed as the “Metris” in the
United States) and the Mercedes-Benz Citan urban delivery
van. The range of vans in the private-customer segment consists
of the V-Class multi-purpose vehicle (MPV) and the Marco Polo
camper vans and recreational vehicles. Mercedes-Benz Vans
has manufacturing facilities at a total of nine locations in Ger-
many, Spain, the United States and Argentina, as well as in
China within the framework of the Fujian Benz Automotive Co.,

B.0Z
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Ltd. joint venture, in France in the context of the strategic alliance
with Renault-Nissan, and in Russia in cooperation with our
partners GAZ and YaMZ. The most important markets for vans
at present are in the EU30 region, which accounts for 70% of
unit sales in the reporting year, and the NAFTA region (12% of
unit sales). We are also systematically exploiting new growth
potential within the framework of the “Mercedes-Benz Vans
goes global” business strategy. For example, we are moving into
new product segments and we will become the first premium
manufacturer to introduce a model series in the very promising
segment of mid-size pickups when we launch the X-Class at
the end of 2017. We are also expanding our presence in growth
markets. In the summer of 2016, we began building a new
Sprinter production facility in South Carolina in the United States.
We also expanded our presence in China, the world’s biggest
automotive market, by launching the V-Class and the Vito
there in 2016.

The Daimler Buses division with its brands Mercedes-Benz
and Setra is the undisputed industry leader for buses above

8 metric tons in its traditional core markets in the EU30 region,
Brazil, Turkey, Argentina and Mexico. The division’s product
range comprises city and intercity buses, coaches and bus
chassis. The largest of the division’s 14 production sites are
located in Germany, France, Spain, Turkey, Argentina, Brazil
and Mexico, and since 2015, in India as well. In 2016, Daimler
Buses generated 66% of its revenue in the EU30 region and 13%
in Latin America (excluding Mexico). While we mainly sell fully
equipped buses in Europe, our business in Latin America,
Mexico, Africa and Asia is focused on the production and
distribution of bus chassis.

Daimler Group structure 2014

Mercedes-Benz Daimler Trucks Mercedes-Benz Daimler Buses Daimler
Cars Vans Financial Services
Revenus £85.3 billion £33.2 billion €12.8 billion €4.2 billlon €20.7 billion
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The Daimler Financial Services division supports the sales of
the Daimler Group’s automotive brands in approximately 40
countries worldwide. Its product portfolio primarily consists of
tailored financing and leasing packages for customers and
dealers, but also insurance brokering, fleet management services,
investment products and credit cards, as well as various
mobility services such as the “moovel” mobility platform. With
the mytaxi app, following the merger with Hailo, we now reach
approximately 6 million customers in more than 50 cities. The
flexible mobility concept car2go is used by more than 2.2 million
customers worldwide. The main areas of the division’s activities
are Western Europe and North America, and increasingly China
as well. During the year under review, Daimler Financial Services
financed or leased about 50% of the vehicles sold by Daimler.
The division’s contract volume of €132.6 billion covers more
than 4.3 million vehicles. Daimler Financial Services also holds

a 45% interest in the Toll Collect consortium, which operates
an electronic road-charging system for trucks on highways in
Germany.

Daimler is active in the global automotive industry and related
sectors also through a broad network of subsidiaries, holdings
and partnerships. The statement of investments of Daimler AG
in accordance with Section 313 of the German Commercial
Code (HGB) can be found in €& Note 40 of the Notes to the
Consolidated Financial Statements.

Portfolio changes and strategic partnerships

By means of targeted investments and future-oriented partner-
ships, we strengthened our core business and utilized additional
growth potential in 2016. At the same time, we focused on the
continuous further development of our business portfolio, as
well as on improving our competitiveness in our core business
areas.

Daimler Financial Services acquires Athlon

Daimler Financial Services made strategic investments in its
fleet management business in the year under review. In June
2016, agreements were signed governing the acquisition of
Athlon Car Lease International B.V., a subsidiary of the Rabobank
Group in the Netherlands. Athlon is a leading provider of mobility
solutions in Europe, with a particular focus on commercial fleet
leasing and management. It is planned to operate Daimler’s
entire fleet-management business under the Athlon brand. This
new brand will mark the emergence of one of the leading
companies in the European fleet management sector, with a
portfolio consisting of approximately 360,000 cars and vans.
The transaction was completed in December 2016 following
approval by antitrust and other supervisory authorities.

Strengthening mobility services

Daimler has continually invested in the establishment and
expansion of mobility platforms and services in recent years.

In order to ensure that we occupy a position as a leading provider
of innovative mobility solutions, we strengthened and expanded
our activities in this area during the year under review.

In April 2016, the moovel Group, which is a wholly owned
Daimler subsidiary, reorganized its activities in North America:
GlobeSherpa was merged into RideScout and renamed as
moovel North America. The consolidation of our mobility services
under the management of moovel North America will
strengthen our business activities in this sector on the US
market. moovel Group offers customers moovel transit in the
United States and in Germany the moovel mobility app. Hamburg
has now become the first German city with more than one
million residents to receive one-stop urban mobility services via
moovel and its app, which now allows for the direct booking
and payment of services provided by car2go and mytaxi, as
well as train journeys and trips within the Hamburger Verkehrs-
verbund (HVV) regional transport network.

The Daimler subsidiary mytaxi and Hailo, two innovative and
leading app-based taxi ordering services, joined forces in the
reporting year. The merger has created Europe’s biggest company
in this sector, with 100,000 registered taxi drivers and 6 million
customers in more than 50 cities in nine European countries.
Daimler has a 69% interest in the merged company. The two
providers complement each other perfectly with their combined
geographical coverage: Hailo operates in the United Kingdom,
Ireland and Spain, while mytaxi offers services in Germany,
Italy, Austria, Poland, Portugal, Spain and Sweden.

Daimler has also increased its stake in the professional chauffeur
service portal Blacklane to 31%. Blacklane has received an
eight-digit investment that it will use to further expand its
global business. Blacklane has around 200 employees and is
represented in over 250 cities and 500 airports in more than
50 countries worldwide. Daimler has invested in Blacklane
since 2013. The global market for professional ride services is
currently estimated to have a volume of about US$30 billion
per year, and it continues to evolve and grow. Daimler also
holds an interest in Flixbus, a long-distance bus operator.

Extensive investment in electric mobility

Construction of a second battery factory for our wholly owned
subsidiary Deutsche Accumotive began in Kamenz in October
2016. Daimler thus continues to move ahead systematically
with its strategy for electric mobility. With an investment of
approximately €500 million, the site in Kamenz will be one

of the biggest and most modern battery factories in Europe.
Daimler plans to invest a total of around €1 billion in the
expansion of its global battery production network. The Group
already offers a large number of electric vehicles and will continue
to expand that product range. Mercedes-Benz presented its
new electric mobility brand, EQ, at the 2016 Paris Motor Show.
EQ offers a comprehensive electric-mobility ecosystem of
products, services, technologies and innovations. The new
brand is heralded by the near-production Concept EQ, which
had its world premiere in Paris. The first series-produced EQ
model will be launched in the SUV segment before the end of this
decade. It will be followed by a model offensive that will gradually
expand the portfolio of Mercedes-Benz Cars to include even
more electric models. Deutsche Accumotive will supply the
batteries for the first EQ production cars. €& pages 20 ff



Development of a charging infrastructure for electric
vehicles

The development of an effective charging infrastructure is

a precondition for the success of electric mobility. Daimler
is cooperating with various partners in this area. In November
2016, it was announced that Daimler AG, the BMW Group, Ford
Motor Company and the Volkswagen Group with Audi and
Porsche are planning a joint venture to establish Europe’s biggest
charging network for electric vehicles. The partners have
signed a memorandum of understanding to this effect. Together,
they will quickly set up a substantial number of charging sta-
tions, thus considerably enhancing the long-distance practicality
of electric mobility. Also together with other partners in German
industry, Daimler holds a stake in the e-roaming platform Hubject,
a joint venture that is promoting the digital connectivity of
charging stations for electric vehicles throughout the industry.

Expansion of our business with stationary energy storage
Daimler AG systematically expanded its network of expertise for
lithium-ion battery applications in 2016. Mercedes-Benz Energy
GmbH, which was established in June, is now responsible for
the development and global sales of stationary energy-storage
units of the Mercedes-Benz brand. This move enables Daimler
to operate in a more targeted manner in the growing market
for stationary batteries. The production of the systems remains
the core area of expertise at our subsidiary Deutsche Accumotive
GmbH & Co. KG. By expanding this line of business to include
stationary batteries for private and industrial applications,
Deutsche Accumotive GmbH & Co. KG was able to open up
new growth opportunities in 2015. Deliveries of domestic storage
solutions for the German market began in April 2016, and work
has already started on setting up the first large-scale industrial
projects in the field of primary control power. With the estab-
lishment of Mercedes-Benz Energy GmbH in Kamenz, Germany,
the company is now taking another step toward expanding its
business with stationary energy storage. Here, Daimler is focusing
in particular on international expansion and collaboration with
new partners. For example, Mercedes-Benz Energy Americas,
LLC was established in October 2016 as a distributor of stationary
storage systems for private households and commercial and
industrial applications in the North American market.

Support for startups

Daimler pursues a variety of approaches designed to help the
company benefit from the creativity, speed and agility of startups
that are not part of the Group’s holdings. For example, Daimler
is working in the Start-up Autobahn project with the US venture
capital company Plug and Play, the University of Stuttgart and
various startup companies that develop innovative mobility
ideas. Daimler and its partners support the project by making
their expertise and infrastructure available. The specially selected
startups in the project are given three months to develop their
ideas further and to present them to investors, who then decide
whether or not they should receive funding.

Daimler also makes relatively small strategic investments in
venture capital funds in the United States, China and Israel via
Daimler Vermdgens- und Beteiligungsgesellschaft mbH and
Daimler North America Corp. Strategic cooperation with these
funds enables us to gain access to innovative startup companies
and to benefit from new trends early on. In other words, the
venture capital funds help us identify investment opportunities
and new technologies and to develop business models that
support the objectives of various Daimler strategies.
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Important events

Pension plan assets strengthened

The Board of Management of Daimler AG approved a measure
that went into effect on June 30, 2016 to add approximately
€1.8 billion to domestic plan assets in Germany in order to
strengthen the pension plan assets over the long term. This
was effected by transferring the 3.1% shareholdings in each of
Renault S. A. and Nissan Motor Co. Ltd. into the Daimler AG
pension fund. This improved the funded status of our pension
obligations and also led to a non-recurring positive EBIT item
of approximately €0.6 billion in 2016. Regardless of the share
transfer, we will continue our successful strategic partnership
with the Renault-Nissan Alliance.

EU antitrust proceedings

In a settlement reached on July 19, 2016, the European Com-
mission concluded the antitrust proceedings against Daimler and
other truck manufacturers that commenced in 2011. The Com-
mission imposed a fine on Daimler amounting to €1.0 billion.
Daimler cooperated closely with the authorities throughout the
proceedings, and the European Commission took this into
account in reducing the fine imposed. Daimler had recognized
a provision for the proceedings and paid the fine in September
2016.

Performance measurement system

Financial performance measure

The financial performance measures used at Daimler are
oriented toward our investors’ interests and expectations and
provide the foundation for our value-based management.

Value added

Value added is a key element of our performance measurement
system, which is applied at both Group and divisional levels.

It is calculated as the difference between operating profit and
the cost of capital of average net assets. Alternatively, the
value added of the industrial divisions can be determined by
using the main value drivers: return on sales (quotient of EBIT
and revenue) and net assets’ productivity (quotient of revenue
and net assets). 71 B.03

B.03

Calculation of value added

. Cost of
Value Profit Netassets  x capital (%)
added measure
Cost of capital
Value [ Return Net assets Cost of Net
added _[ onsales * productivity ~ capital (%) assets
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The use of a combination of return on sales and net assets’
productivity within the context of a strategy of profitable revenue
growth provides the basis for the positive development of
value added. Value added shows the extent to which the Group
and its divisions achieve or exceed the minimum return
requirements of shareholders and creditors, thus creating
additional value.

The quantitative development of value added and the other
financial performance measures is explained in the “Profitability”
chapter. € pages 103 ff

Profit measure

The measure of operating profit at the divisional level is EBIT
(earnings before interest and income taxes). EBIT thus reflects
the divisions’ responsibility for profit and loss. The measure of
operating profit used at the Group level is net operating profit.
It comprises the EBIT of the divisions as well as profit and loss
effects for which the divisions are not held responsible. The
latter include income taxes and other reconciliation items.

71 B.12 on page 103

Net assets

Net assets are the basis of the investors’ required return. The
industrial divisions are accountable for the net operating assets;
all assets, liabilities and provisions which they are responsible
for in day-to-day operations are therefore allocated to them.
Performance measurement at Daimler Financial Services is on an
equity basis. Net assets at the Group level include the net
operating assets of the industrial divisions and the equity of
Daimler Financial Services, as well as assets and liabilities
from income taxes and other reconciliation items which cannot
be allocated to the divisions. Average annual net assets are
calculated from average quarterly net assets. €& page 108

Cost of capital

The required rate of return on net assets, and hence the cost
of capital, is derived from the minimum rates of return that
investors expect on their invested capital. The cost of capital
of the Group and the industrial divisions comprises the cost of
equity as well as the costs of debt and net pension obligations
of the industrial business; the expected returns on liquidity of
the industrial business are considered with the opposite sign.
The cost of equity is calculated according to the capital asset

B.04
Cost of capital

2016 2015
In percent
Group, after taxes 8 8
Industrial business, before taxes 12 12
Daimler Financial Services, before taxes 13 13

pricing model (CAPM), using the interest rate for long-term risk-
free securities (such as German government bonds) plus a risk
premium reflecting the specific risks of an investment in Daimler
shares. While the cost of debt is derived from the required

rate of return for obligations entered into by the Group with
external lenders, the cost of capital for net pension obligations

is calculated on the basis of discount rates used in accordance
with IFRS. The expected return on liquidity is based on
money-market interest rates. The Group’s cost of capital is the
weighted average of the individually required or expected

rates of return. During the reporting period, the cost of capital
amounted to 8% after taxes. For the industrial divisions,

the cost of capital amounted to 12% before taxes; for Daimler
Financial Services, a cost of equity of 13% before taxes was
applied. 7 B.04

Return on sales

As one of the main factors influencing value added, return on
sales is of particular importance for assessing the industrial
divisions’ profitability. The combination of return on sales and

net assets’ productivity results in return on net assets (RONA).
If RONA exceeds the cost of capital, value is created for our
shareholders. The measure of profitability for Daimler Financial
Services is not return on sales, but return on equity.

Key performance indicators

The important financial indicators for measuring our operating
financial performance, in addition to EBIT and revenue, are the
free cash flow of the industrial business, investment, and re-
search and development expenditure. Along with the indicators
of financial performance, we also use various non-financial
indicators to help us manage the Group. Of particular importance
in this respect are the unit sales of our automotive divisions,
which we use as the basis for our capacity and human resources
planning and workforce numbers.

Furthermore, within the context of our sustainability man-
agement, we use other non-financial indicators such as the
CO, emissions of our vehicle fleet and the energy and water
consumption of our production sites. Non-financial indicators
are also used to determine the remuneration of our Board

of Management members. In addition, integrity and compliance
are important criteria applied in the annual target agreements
for our executives, as well as in assessing the achievement of
those targets.

Details of the development of non-financial performance
indicators can be found in the chapters “Economic Conditions
and Business Development” and “Sustainability and Integrity.”
©® pages 97 ff and pages 123 ff

Corporate governance statement

The corporate governance statement pursuant to Section 289a
and Section 315 Subsection 5 of the German Commercial
Code (HGB) is part of this combined management report.

It can be found in this annual report on pages €&» 207 ff and can
also be viewed on the Internet at @ daimler.com/corpgov/en.
Pursuant to Section 317 Subsection 2 Sentence 4 of the German
Commercial Code (HGB), the contents of the statement pursuant
to Section 289a and Section 315 Subsection 5 of the HGB are

not included in the audit carried out by the external auditors.


http://www.daimler.com/corpgov/en
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Economic Conditions
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and Business Development

The world economy

With real growth of about 2.5% in the year under review,

the world economy had its weakest growth performance since
the financial crisis in 2009. 71 B.05 Unlike in the previous year,
this was caused not only by the continuation of disappointing
economic developments in the emerging markets, but also

by a distinct slowdown of growth dynamism in the industrialized
countries. A particularly negative factor was the uncertainty
connected with geopolitical developments such as the outcome
of the British EU referendum, the attempted coup in Turkey
and the ongoing conflicts in Syria and Ukraine. After the weakest
start to the year for several decades, global stock markets
recovered as the year progressed, but with significant volatility.
Raw-material prices also increased slightly again following

an initial continuation of the downward trend.

In the generally rather difficult economic environment,

the economies of the industrialized countries posted growth
of approximately 1.5%, which is below the prior-year rate

of 2.2%. This applies also to the US economy, which with growth
in output of 1.6% was significantly below the rates of the
previous years. While private consumption was still relatively
firm, investment by companies stagnated. According to
recent estimates, the Japanese economy hardly contributed
towards global growth with an increase in gross domestic
product (GDP) of just under 1%.

Among the industrialized countries, it was only the economy
of the European Monetary Union that was able to develop in

line with its potential, demonstrating a high degree of resilience
despite ongoing political risks with GDP growth of approxi-
mately 1.5%. But with the continuation of unusually low inflation
rates and a hesitant recovery of lending activities, the Euro-
pean Central Bank supported the economic development by
once again increasing its already very expansive measures.
The German economy had another very successful year with
GDP growth of 1.9%. Although negative effects of the Brexit
referendum were already apparent in the second half of the year,
GDP growth in the United Kingdom remained generally solid

at about 2%.

The economic development of the emerging markets was once
again disappointing; with a rate of 3.5%, their growth was only
slightly higher than in the year of the financial crisis. This was
primarily due to the very unfavorable state of the economies of
South America, Russia and the Middle East. Although raw-
material prices recovered slightly during the year, countries
with significant exports of raw materials suffered from the
continuation of low prices. However, fears expressed at the
beginning of the year concerning the Chinese economy were not
confirmed; on the contrary, with support from fiscal and
monetary policies, the country’s economic situation improved,
and robust growth of approximately 6.7% was achieved.

In this partially very difficult global economic environment,
currency exchange rates were once again very volatile. Against
the US dollar, the euro moved during the year between $1.03
and $1.16. At the end of the year, however, the euro stood at
$1.05, which is only slightly lower than at the end of 2015
($1.09). The range of fluctuation of the Japanese yen against
the euro was distinctly wider, with a corridor of 111 to 133 yen

to the euro. At the end of the year, the euro had fallen against
the yen by about 6% compared with the end of 2015. Due to the
British referendum result in favor of leaving the European Union,
the British pound came under considerable pressure and

had fallen by about 14% against the euro by the end of the year.
Contrary to the previous year, currencies such as the Brazilian
real and the Russian ruble climbed by about 25% against the euro.

B.05
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Automotive markets

Despite the relatively weak world economy, global demand
for cars continued its favorable development in 2016. From
the starting point of last year’s record level, worldwide car
sales increased by just over 5%. However, this result was signif-
icantly boosted by the strong market growth in China. Other-
wise, global demand was rather mixed. The European market
posted significant growth, while the US market grew only
slightly. The development of demand in the major emerging
markets remained varied. 71 B.06

Once again, the Chinese market made by far the biggest contri-
bution to the growth of the world market. This was partially due
to the gradual acceleration of the country’s economic growth
during the year, as well as state tax incentives for purchasers
of cars with small engines, which boosted demand by approxi-
mately 18%. Especially in the later months, the planned reduction
in the incentives at year-end led to a sharp increase in sales
figures.

B.06

Global automotive markets
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Demand for cars in Western Europe continued its positive devel-
opment. Despite increasing political uncertainty, market
recovery continued with an increase of about 6%. This growth
took place on a broad basis. Demand in the core markets

of Germany and France remained very robust with increases of
4.5% and approximately 5% respectively. The British market
has so far been unaffected by the Brexit vote and with growth
of just over 2% reached a new record volume of approximately
2.7 million cars sold. The strongest growth of all Western Euro-
pean volume markets of 16% was recorded in Italy, although
this came from a relatively low level. The Russian car market
continued to be difficult and contracted again significantly.

The US market for cars and light trucks expanded slightly
compared with the previous year and reached a new record
volume of approximately 17.5 million vehicles. The SUV and
pickup segments developed significantly better than demand
for traditional sedans. The Japanese car market posted a
moderate correction, with contraction of about 1.5%. The Indian
market once again grew significantly. But demand for cars

in Brazil decreased again by a double-digit rate.

Worldwide demand for medium- and heavy-duty trucks was
affected much more by the rather weak world economy than
the car segment. In the sale markets relevant for us, demand
was in total significantly lower than in 2015.

The North American market suffered from weaker overall
investment. In weight classes 6-8, market volume contracted
by 12%. The drop in demand was especially severe in the
high-margin, heavy-duty segment (class 8) with a fall of approxi-
mately 20%, while the medium-duty segment (classes 6-7)
actually grew by about 5%.

The market of the EU30 region (European Union, Switzerland
and Norway) once again enjoyed strong growth of approxi-
mately 11%, but with significant deceleration towards the end
of the year. The large individual markets expanded, some

of them significantly. Although the British market weakened
somewhat following the Brexit referendum, it was still stronger
than in 2015 over the full year. Considerable political uncer-
tainty and the purchases brought forward due to the introduction
of the Euro VI emission standard on January 1, 2016 meant that
demand in Turkey slumped by more than 45% compared with

the previous year. The Brazilian market contracted significantly
once again. Starting from an already very low level, sales
decreased again by approximately 30%. Demand for trucks in
Russia stabilized during the year, however, and was slightly
above the low prior-year level. There was a strong market recov-
ery in China, where the number of trucks sold increased

by about 40%.

From Daimler’s perspective, the main Asian markets were rather
mixed. The Japanese market for light-, medium- and heavy-
duty trucks expanded slightly despite rather sluggish economic
growth, and therefore remained at a solid level. However,
demand in Indonesia was still weak and decreased by more than
10% from the previous year’s low level. The Indian market for
medium- and heavy-duty trucks expanded slightly compared
with 2015. While demand was 25% above the prior-year level

in the first half of the year, it weakened considerably in the
second half. This was mainly caused by uncertainty regarding
the planned reform of value-added tax, which could signifi-
cantly improve the tax conditions for truck purchases in India
in 2017.
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Demand for vans in Western Europe continued to grow in
2016. The market volume increased for mid-size and large vans
by 14% and for small vans by 11%. The overall van market in
Germany grew by 12%. The US market for large vans also con-
tinued its very positive development with growth of 14%. In
China, however, there was significant contraction of the market
segment we address there. Due to the unfavorable economic
situation, the market for large vans in Latin America contracted
sharply once again.

The market volume for buses in the EU30 region expanded
by approximately 5% compared with the previous year. Due

to the continuation of difficult economic conditions, demand
in Brazil was significantly below the prior-year level, with
contraction of about 34%. As a result of the currently difficult
situation, domestic demand in Turkey decreased significantly
compared with 2015.

Business development

Unit sales

Daimler increased its total unit sales in the year 2016 by 5%
to approximately 3 million vehicles, thus achieving its growth
target. The Mercedes-Benz Cars and Mercedes-Benz Vans
divisions confirmed the forecasts made at the beginning of the
year with significant growth (+10% and +12% respectively).
Daimler Trucks posted a significant decrease in unit sales of
17%. At the beginning of the year, the division had aimed for
unit sales in the magnitude of the previous year. That target had
to be successively adjusted as a result of the significantly less
favorable market development in the NAFTA region, the Middle
East and Turkey. Also at Daimler Buses, unit sales were signif-
icantly below the prior-year level (-7%) and did not reach the
originally anticipated volume, primarily due to repeated
significant market contraction in Brazil.

The Mercedes-Benz Cars division continued along its growth
path in the year under review. Unit sales increased by 10%

to the new record of 2,198,000 vehicles. The Mercedes-Benz
brand increased its unit sales by 9% to a best-ever figure of
2,053,500 vehicles. This means not only that Mercedes-Benz
grew faster than the worldwide car market, but also that it
delivered more vehicles in the premium segment than any other
manufacturer. We are the number one in the premium segment
in Germany and some other key European markets, as well

as in the United States, Canada and Japan. In addition, we signif-
icantly improved our position in China in 2016.

In Europe, Mercedes-Benz sold a total of 872,200 vehicles
(+12%). Double-digit growth rates were achieved above all

in the volume markets of the United Kingdom (+15%), France
(+18%), Italy (+16%) and Spain (+20%). And in Germany, we
increased our unit sales by 6% to 275,900 vehicles. In China,
we grew by 20% in 2016 - faster than the overall market

and important competitors. Total unit sales in the NAFTA region
were slightly lower than in the previous year. Growth was
achieved in Mexico, while our unit sales in the United States
and Canada decreased slightly. Unit sales in Japan were 6%
lower than in 2015 due to the general market development.
However, we achieved significant growth in South Korea
(+33%), Australia (+17%) and Taiwan (+12%).

The growth was primarily driven by our SUVs; total unit sales

in that segment increased by 31% to 712,100 vehicles. Demand
was very strong also for our A- and B-Class models, with

an increase of 2%. Including the CLA and CLA Shooting Brake,
435,400 of those cars were delivered. Our C-Class models
enjoyed ongoing success, with a 4% increase in unit sales to a
total of 490,200 sedans, wagons, coupes and convertibles

in 2016. In the year of the model change, the E-Class almost
matched the prior-year volume, with the new model creating
strong sales impetus as of the third quarter. We sold a total of
304,200 vehicles in the E-Class segment, including 188,300
units of the new model. Although there was a decrease in sales
of the S-Class for lifecycle reasons to 84,300 units (2015:
106,200), it continues to be the world’s bestselling luxury sedan.
7 B.07

B.07

Unit sales structure of Mercedes-Benz Cars

A-/B-Class 20%
C-Class 22%
E-Class 14%
S-Class 4%
SUVs* 32%
Sports Cars 1% \{
smart 7%

*including GLA

Europe 45%
NAFTA 18%
Asia 33%
Other markets 4%




B.08

Unit sales structure of Daimler Trucks

EU30 19%
Latin America 7%
NAFTA 35%
Asia 30%
Other markets 9% ’
B.09
Market share’
2016 2015 16/15
Change in
In % % points
Mercedes-Benz Cars
European Union 6.2 5.8 +0.4
thereof Germany 10.4 10.1 +0.3
United States 2.0 2.0 +0.0
China 2.1 1.9 +0.2
Japan 1.7 1.6 +0.1
Daimler Trucks
Medium- and heavy-duty
trucks EU30 (excluding the UK) 21.6 22.4 -0.8
thereof Germany 3782 36.9 +0.3
Heavy-duty trucks NAFTA
region (class 8) 40.0 39.3 +0.7
Medium-duty trucks NAFTA
region (classes 6 and 7) 37.9 39.7 -1.8
Medium- and heavy-duty
trucks Brazil 29.8 26.7 +3.1
Trucks Japan 204 20.8 -0.4
Trucks Indonesia 46.7 48.0 -1.3
Medium- and heavy-duty
trucks India 6.8 7.3 -0.5
Mercedes-Benz Vans
Mid-size and large vans
Western Europe 18.4 18.4 0
thereof Germany 27.3 27.1 +0.2
Small vans Western Europe 3.1 3.2 -0.1
Large vans United States 7.6 8.7 -1.1
Daimler Buses
Buses over 8 tons EU30 29.7 29.5 +0.2
thereof Germany 50.1 49.3 +0.8
Buses over 8tons Brazil 58.4 52.5 +5.9

1 Based on estimates in certain markets.
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The smart brand reached a sales milestone in September 2016,
with more than two million vehicles sold since its market
launch in 1998. Meanwhile, smart is represented in 46 markets
worldwide. In the year 2016, the brand’s unit sales increased

by 19% to the new record of 144,400 cars. €2 pages 182 ff

Unit sales by Daimler Trucks in 2016 were significantly
lower than in the previous year. In total, we delivered 415,100
heavy-, medium- and light-duty trucks as well as buses

of the Thomas Built Buses and FUSO brands (2015: 502,500).
Daimler Trucks continues to be the world’s biggest manu-
facturer of trucks above 6tons. 7 B.08

Positive market impetus was delivered by the EU30 region
(European Union, Switzerland and Norway), although with
decreasing dynamism in the second half of the year. Our sales
in this region increased by 4% to 79,800 trucks. The Mercedes-
Benz brand remained the market leader in the medium- and
heavy-duty segment (excluding the United Kingdom) with a share
of 21.6% (2015: 22.4%). In Turkey, our unit sales fell by more
than half to 9,300 vehicles in the year under review (2015:
24,900). This drastic slump was caused by weak demand caused
by purchases being brought forward to 2015 due to the intro-
duction of the Euro VI emission standard at the beginning of 2016,
as well as the country’s difficult situation. 21 B.09

Unit sales in Latin America decreased significantly once again
to 27,500 vehicles, due in particular to the deep recession

in Brazil, our main market in that region (2015: 30,500). In this
environment, we were able to achieve market leadership
and increased our market share in the medium- and heavy-duty
segment in Brazil with trucks of the Mercedes-Benz brand

to 29.8% (2015: 26.7%). Irrespective of the currently difficult
situation, we believe in the long-term importance of the

Latin American market.

Also in the NAFTA region, we were unable to avoid the impact
of a sharply contracting market for class 8 trucks. Our unit
sales of 145,700 trucks were significantly below the unusually
high number sold in the previous year (2015: 191,900). But

in classes 6-8, we are the market leader by a significant margin
with a market share of 39.3% (2015: 39.4%). In class 8 for heavy
trucks, we increased our market share to 40.0% (2015: 39.3%).

We increased our sales in Japan to 46,400 units (2015: 45,600).
With the FUSO brand, we achieved a share of the overall truck
market in Japan of 20.4% (2015: 20.8%). In an Indonesian market
that once again contracted sharply, our unit sales fell to
28,000 vehicles (2015: 32,100). With a share of 46.7% of the
overall truck market, we continue to be the market leader

by a large margin (2015: 48.0%).

In India, our sales of 13,100 trucks were lower than in the
previous year (2015: 14,000); our market share was 6.8% (2015:
7.3%). Deliveries of the export vehicles produced in Chennai

to customers in Asia, Latin America and Africa more than doubled
to over 4,000 units in 2016. Meanwhile, more than 30 markets
are supplied with trucks from Chennai.

In the Middle East, our sales decreased substantially to 17,600
units (2015: 36,300). The main reasons for the low level of
investment there in 2016 were the low oil price and the ongo-
ing conflicts in the region.
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In China, the world’s biggest truck market, Daimler AG holds

a 50% interest in Beijing Foton Daimler Automotive Co. Ltd.
(BFDA), a joint venture with Beiqgi Foton Motor Co. Ltd. Medium-
and heavy-duty trucks of the Auman brand have been pro-
duced there since mid-2012. With the recovery of the Chinese
truck market in 2016, the joint venture increased its sales

of Auman trucks to 77,800 units (2015: 69,200). € pages 188 ff

Mercedes-Benz Vans once again achieved record sales of
359,100 vehicles in 2016, surpassing the prior-year figure by
12%. While we primarily focus on commercial customers with
the Sprinter, Vito and Citan models, the V-Class is primarily
aimed at private users. In the EU30 region, our most important
market, we increased our unit sales by 13% to 249,900 vehicles,
and we continue to be the market leader for mid-size and large
vans with a share of 18.4% (2015: 18.4%). Significant growth
was achieved in the key European volume markets, and the
division achieved a new record in Germany with sales of
96,100 units (2015:88,400). However, unit sales decreased signif-
icantly in Russia (-15%) and Turkey (-7%). Mercedes-Benz Vans
continued along its growth path in the NAFTA region; sales there
increased significantly to 43,400 units (2015: 40,500) and

the division’s market share for large vans in the United States
reached 7.6% (2015: 8.7%). The market environment in Latin
America remained difficult and sales therefore decreased by
21% t0 12,500 units. In China, following the successful start

of our vans in the midsize segment (Vito and V-Class), unit sales
increased compared with the previous year by 90% to 13,600
vehicles. In total, we sold 193,400 Sprinter vans worldwide in
the reporting period (2015: 194,200). Sales of the Vito increased
by 24% to 92,100 units. The V-Class multipurpose vehicle was
particularly successful; sales of 48,700 units surpassed the
prior-year number by 58%. Sales of the Mercedes-Benz Citan
reached 24,900 units (2015: 21,700). € pages 193 ff

Daimler Buses sold 26,200 buses and bus chassis in 2016
(2015: 28,100). The significant decrease is due in particular to the
ongoing difficult economic situation in Brazil. Nonetheless,

the division maintained its clear market leadership in its tradi-
tional core markets of the EU30, Brazil, Turkey, Argentina and
Mexico. The business with complete buses in the EU30 region
developed positively. Sales here increased by 3% to 8,800
units and market share was once again at the very high level of
29.7% (2015: 29.5%). Due to strong demand for our Mercedes-
Benz and Setra buses, unit sales in Germany increased to 3,100
vehicles (2015: 2,800). As a result of the currently difficult
situation in Turkey, our sales of 600 units there were significantly
below the prior-year number (2015: 1,000). The situation in
Latin America (excluding Mexico) worsened again considerably
because of the ongoing difficult economy there, especially

in Brazil. Unit sales of Mercedes-Benz bus chassis once again
fell by a double-digit rate in Brazil (-32%) to 4,900 units.
Nonetheless, we were able to significantly strengthen our leading
market position in Brazil with a market share of 58.4% (2015:
52.5%). In Mexico, sales of 3,800 units were slightly lower than
in the previous year (2015:4,000), whereby a stable market
share was maintained at the high level of the previous year.
€ pages 196 ff

Business at the Daimler Financial Services division devel-
oped positively in the year under review. As we had forecast
in Annual Report 2015, worldwide contract volume continued

to grow, reaching the new record level of €132.6 billion (+14%).
The acquisition of Athlon Car Lease International B.V. contrib-
uted €3.7 billion of the growth in contract volume. Adjusted for
exchange-rate effects and the Athlon acquisition, contract
volume grew by 10%. New business also increased in the mag-
nitude we had anticipated: by 7% to €61.8 billion. Significant
growth was recorded in Europe (+9%) while the prior-year level
was not quite reached in the Americas region (-2%). The growth
of new business in the Africa and Asia-Pacific region was once
again particularly dynamic at a rate of 18%. In the insurance busi-
ness, we brokered a total of 1.8 million policies, as in 2015.
Daimler Financial Services supported numerous companies with
the financing and management of their vehicles and fleets in
2016. At the end of the year, the division had a total of 361,000
vehicles on its books in Europe. With last year’s acquisition

of Athlon, we invested in the growth of the fleet-management
business and considerably strengthened our competitive
position. Athlon accounted for 268,000 contracts with fleet
customers. We further expanded the business with innovative
mobility services in 2016. car2go had more than 2.2 million
users at the end of the year and is thus the world’s leader for
flexible car sharing. We also further developed the moovel app,
with which customers in Germany can find the best way of
traveling from A to B using various modes of transport, and can
directly book and pay providers such as car2go, mytaxi and
Deutsche Bahn (German Railways). In April, Hamburg was the
first city with more than a million inhabitants to be integrated
into the moovel app. Since then, it has been possible to book
and pay for journeys in the entire Hamburg public transport
system. In addition, the moovel Group has consolidated its
activities in North America: GlobeSherpa has been merged
into RideScout and renamed as moovel North America. With
moovel transit, moovel North America is the leading provider

of mobile ticket solutions for the apps of public transport com-
panies in the United States. The company has more than

2.2 million users in Germany and the USA. In July, mytaxi and
Hailo, two leading app-based taxi providers, decided to

join forces and merge into one company. Based in Hamburg,

it operates under the mytaxi brand, and is the biggest Euro-
pean taxi network with 100,000 drivers and approximately

six million customers in more than 50 cities in nine countries.
€ pages 199ff
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Order situation

The Mercedes-Benz Cars, Daimler Trucks, Mercedes-Benz Vans
and Daimler Buses divisions produce vehicles predominantly
to order in accordance with customers’ specifications. In doing
so, we flexibly adjust production numbers to changing levels

of demand. Due in particular to strong demand in China and the
European markets, the number of orders placed with Mercedes-
Benz Cars was once again above the high level of orders recorded
in the previous year. This was driven on the product side primarily
by our very successful SUVs and, as of the second half of the
year, also by the new E-Class models. Due to the positive devel-
opment of demand, we significantly increased our production
volumes. Nonetheless, the order backlog at the end of 2016 was
higher than a year before. At Daimler Trucks, both orders
received and order backlog at year-end were significantly lower
than a year earlier. This primarily reflects the low demand

in the market for heavy-duty trucks in the NAFTA region and
the ongoing market weakness in the Middle East and Turkey.

B.10

Consolidated revenue by region
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Revenue

In the year 2016, Daimler generated revenue of €153.3 billion,
which is slightly above the prior-year level (2015: €149.5 billion);
adjusted for exchange-rate effects, revenue grew by 3%. This
means that our expectations at the beginning of the year were
fulfilled. Each of the divisions Mercedes-Benz Cars (+7%),
Mercedes-Benz Vans (+12%) and Daimler Financial Services (+9%)
significantly increased its volume of business. Whereas the
Daimler Trucks division posted a significant decrease in revenue
of 12%, primarily due to the very weak condition of some
major truck markets, which we had not anticipated at the begin-
ning of the year. At Daimler Buses, revenue was 2% higher

than in the previous year.

In regional terms, Daimler achieved revenue growth in Europe
(+9% to €63.4 billion) and in Asia (+5% to €35.6 billion) while
the prior-year level was not quite achieved in the NAFTA region
(-6% to €45.0 billion).

B.11
Revenue by division and region
2016 2015 16/15
In millions of euros % change
Daimler Group 153,261 149,467 §i8
Divisions
Mercedes-Benz Cars 89,284 83,809 +7/
Daimler Trucks 33,187 37,578 -12
Mercedes-Benz Vans 12,835 11,473 +12
Daimler Buses 4,176 4,113 +2
Daimler Financial Services 20,660 18,962 +9
Regions
Europe 63,417 58,247 +9
thereof Germany 23,509 22,001 +7
NAFTA 44,960 47,653 -6
thereof United States 39,169 41,920 -7
Asia 35,562 33,744 +5
thereof China 15,984 14,684 +9
Other markets 9,322 9,823 -5




Profitability

EBIT

The Daimler Group achieved EBIT of €12.9 billion in 2016
(2015: €13.2 billion). 2 B.12 22 B.13

Despite higher expenses in connection with Takata airbags and
from the remeasurement of inventories, the Mercedes-Benz
Cars division slightly improved on its prior-year earnings. This
was the result of further growth in unit sales, especially in the
SUV segment. Daimler Trucks did not achieve its high earnings
of the previous year as a result of market-related decreases

in unit sales in some key markets. The Mercedes-Benz Vans
division increased its EBIT significantly as a result of higher
unit sales. The Daimler Buses division achieved EBIT signifi-
cantly above the prior-year level as well. At Daimler Financial
Services, earnings increased slightly primarily due to the growth
in contract volume.

The reconciliation of segment earnings to Group EBIT resulted
in significantly lower income than in the previous year. The
reconciliation was impacted in particular by expenses in connec-
tion with legal proceedings, by the impairment of the invest-
ment in BAIC Motor Corporation Ltd. (BAIC Motor) and by losses
from currency transactions which are not allocated to business
operations. The gain recognized on the contribution of 3.1%

of the shares of each of Renault and Nissan into the German
pension plan assets had a positive impact on earnings.

B.12
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EBIT adjusted for special items fundamentally constitutes
EBIT excluding the impact of any unusual factors. They can also
include such special items that have a significant effect on
the comparison of EBIT for the reporting period with EBIT for
the previous year, such as expenses from restructuring and
from impairments. The special items affecting earnings in the
years 2015 and 2016 are shown in table 71 B.14.

Due to the favorable business development in most divisions,
Daimler was able to exceed slightly its prior-year EBIT
adjusted for special items of €13.8 billion, achieving €14.2
billion in 2016, which is in line with our expectations as
stated in the Outlook section of Annual Report 2015. 21 B.12

EBIT by segment

EBIT EBIT adjusted for special items

2016 2015 16/15 2016 2015 16/15

In millions of euros % change % change
Mercedes-Benz Cars 8,112 7,926 +2 8,927 8,343 7/
Daimler Trucks 1,948 2,576 -24 2,053 2,742 -25
Mercedes-Benz Vans 1,170 880 +33 1,302 952 +37
Daimler Buses 249 214 +16 258 202 +28
Daimler Financial Services 1,739 1,619 +7 1,739 1,619 +7
Reconciliation -316 -29 . -36 -29 .
Daimler Group' 12,902 13,186 -2 14,243 13,829 +3

1 EBIT, the indicator of operating performance, comprises earnings before interest income and corporate income taxes.
The reconciliation of the Daimler Group’s EBIT to earnings before income taxes is included in Note 33 of the Notes to the

Interim Consolidated Financial Statements.
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Development of earnings

In billions of euros

mm EBIT

mm Net profit (loss)

14
12
10

8

6

4

2

Y | | | | |

2012 2013 2014 2015 2016
B.14
Special items affecting EBIT
2016 2015

In millions of euros
Mercedes-Benz Cars
Expenses in connection with Takata airbags -480 -300
Expenses in connection with
remeasurement of inventories -238 -
Settlement in connection with a patent dispute -64 -
Restructuring of own dealer network -33 -64
Public-sector levies related to prior periods - -121
Relocation of headquarters of MBUSA - -19
Sale of real estate in the United States - +87
Daimler Trucks
Workforce adjustments 91 -58
Restructuring of own dealer network -14 -47
Sale of Atlantis Foundries - -61
Mercedes-Benz Vans
Expenses in connection with Takata airbags -83 -40
Workforce adjustments in Germany -38 -
Restructuring of own dealer network -1 -29
Relocation of headquarters of MBUSA - -3
Daimler Buses
Workforce adjustments -9 =
Restructuring of own dealer network - -4
Sale of investment in New MCI Holdings Inc. - +16
Reconciliation
Expenses related to legal proceedings -400 -
Impairment of investment in BAIC Motor -244 -
Losses from currency transactions
(not allocated to business operations) -241 =
Contribution of shares in Renault and
Nissan to pension plan assets +605 -

The Mercedes-Benz Cars division slightly increased its EBIT
adjusted for special items in 2016 and thus met the forecasts
made in Annual Report 2015. The Daimler Trucks division’s
EBIT in 2016 did not reach the prior-year level as forecast

in Annual Report 2015. We adjusted those assessments down-
wards as the year progressed, as the division’s unit sales
decreased faster than expected in some key markets. In addi-
tion, the European market situation featured very intense
competition. The earnings of Mercedes-Benz Vans developed
better than we had forecast at the beginning of the year.

We had anticipated a slight improvement compared with the
previous year. We adjusted those assessments upwards as
the year progressed in the context of our quarterly reporting,
as the division’s unit sales increased faster than expected.
Due to the strong business with complete buses in the EU30
region, Daimler Buses achieved significantly higher EBIT

than in the previous year and surpassed the forecast made

in Annual Report 2015. Daimler Financial Services slightly
increased its EBIT adjusted for special items and met the
forecasts made in Annual Report 2015.

Mercedes-Benz Cars posted EBIT of €8,112 million in 2016,
which is slightly above the prior-year figure of €7,926 million.
The division’s return on sales was 9.1% (2015: 9.5%) 71 B.15

This positive development primarily reflects the increased unit
sales of new vehicles. The main driver was the SUV segment.
Another positive effect on EBIT resulted from a better pricing.
Negative effects resulted from expenses for advance expen-
diture for new technologies and vehicles. EBIT also includes
expenses of €480 million in connection with Takata airbags.
Further expenses of €238 million were recognized from the
remeasurement of inventories and of €64 million for a settle-
ment in connection with a patent dispute.

The automotive divisions’ earnings were also reduced by a
total expense of €58 million from the restructuring of Daimler’s
own dealership network (2015: €144 million). In this context,
we refer to the information provided in Note 5 of the Notes to
the Consolidated Financial Statements.

Daimler Trucks achieved EBIT of €1,948 million (2015:

€2,576 million), which is significantly lower than the high prior-
year figure. The division’s return on sales was 5.9%

(2015: 6.9%). 2 B.15

The negative development of earnings was primarily the result
of sharply decreased unit sales in the NAFTA region, Turkey,
the Middle East, Latin America and Indonesia. Earnings were
also reduced by the intense competition in Europe. The
realization of efficiency and material-cost improvements and
exchange-rate effects had a positive impact on earnings.
EBIT also includes expenses of €91 million for workforce
adjustments in the context of the ongoing optimization
programs in Brazil.



Mercedes-Benz Vans achieved EBIT of €1,170 million in

the year 2016, significantly higher than its prior-year earnings
of €880 million. The division’s return on sales also increased
significantly, to 9.1% from 7.7% in 2015. 22 B.15

EBIT reflects the very positive development of unit sales,
especially in Europe, the NAFTA region and China, as well as
efficiency improvements. On the other hand, expenses arose
from advance expenditure for new technologies and vehicles.
Expenses of €83 million resulted in connection with Takata
airbags and of €38 million from a voluntary severance program
at the Disseldorf plant.

The Daimler Buses division’s EBIT of €249 million in 2016
(2015: €214 million) was significantly above the high prior-year
figure; the division achieved a return on sales of 6.0% (2015:
5.2%). 72 B.15

The strong business with complete buses in the EU30 region,
a good product-mix and positive exchange-rate effects more
than offset the negative effects of weak demand for bus chassis
due to the ongoing difficult economic situation in Latin
America and lower unit sales in Turkey. Higher expenses from
advance expenditure for new technologies and vehicles and
cost inflation were partially offset by efficiency improvements.

Daimler Financial Services posted EBIT of €1,739 million
in 2016, thus slightly surpassing its prior-year earnings
(2015: €1,619 million). The division’s return on equity was
17.4% (2015: 18.3%). 72 B.16

This positive development was mainly the result of increased
contract volume, but earnings were reduced by negative
exchange-rate effects.

The reconciliation of the divisions’ EBIT to Group EBIT
comprises gains and/or losses at the corporate level and the
effects on earnings of eliminating intra-group transactions
between the divisions.

Items at the corporate level resulted in an overall expense

of €333 million (2015: €79 million). This includes expenses of
€400 million related to legal proceedings, the impairment of
Daimler’s investment in BAIC Motor of €244 million and losses
from currency transactions of €241 million (2015: €43 million).
The gain of €605 million recognized on the contribution of the
Renault and Nissan shares into the German pension plan
assets did not offset those expenses.
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The elimination of intra-group transactions resulted in income
of €17 million in 2016 (2015: €50 million).

The reconciliation of Group EBIT to profit before income
taxes is shown in table 72 B.17.

B.15
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B.17
Reconciliation of Group EBIT to profit before income taxes
2016 2015
In millions of euros
Group EBIT 12,902 13,186
Amortization of capitalized
borrowing costs' -12 -10
Interest income 230 170
Interest expense -546 -602
Profit before income taxes 12,574 12,744

1 Amortization of capitalized borrowing costs is not included
in the internal performance measure EBIT, but is a component
of cost of sales.
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Consolidated statement of income

The Group’s total revenue increased by 2.5% to €153.3 billion
in 2016; adjusted for exchange rate effects, it increased by
3.3%. The revenue growth reflects the demand for our prod-
ucts at Mercedes-Benz Cars and Mercedes-Benz Vans, as

well as the increased contract volume at Daimler Financial
Services. Further information on the development of revenue

is provided in the €& “Business development” section of this
Management Report. 7 B.18

Cost of sales amounted to €121.3 billion in 2016, increasing
by 2.8% compared with the previous year. The rise in cost

of sales was caused by higher business volumes and consequen-
tially higher material expenses. Personnel expenses and
depreciation of equipment on operating leases also increased.
Further information on cost of sales is provided in €& Note 5

of the Notes to the Consolidated Financial Statements. 71 B.18

Gross profit therefore increased by 1.6% overall.

B.18
Consolidated statement of income
2016 2015 16/15

In millions of euros % change
Revenue 153,261 149,467 8
Cost of sales' -121,298 -118,017 +3
Gross profit 31,963 31,450 +2
Selling expenses -12,226 -12,147 gl
General administrative
expenses' -3,419 -3,363 +2
Research and non-capitalized
development costs -5,257 -4,760 +10
Other operating income 2,350 2,114 +11
Other operating expense -1,298 -555 +134
Share of profit from
equity-method investments, net 502 464 +8
Other financial expense, net 275 -27 .
Interest income 230 170 86
Interest expense -546 -602 -9
Profit before income taxes 12,574 12,744 =1
Income taxes -3,790 -4,033 -6
Net profit 8,784 8,711 +1

thereof attributable to

non-controlling interests 258 287 -10

thereof attributable to

shareholders of Daimler AG 8,526 8,424 +1

1 In the year 2015, €347 million was reclassified from general
administrative expenses into cost of sales (see Note 5 of the
Notes to the Consolidated Financial Statements).

Due to the growth in unit sales, selling expenses increased
by €0.1 billion to €12.2 billion. In addition, there were higher
expenses for marketing. As a percentage of revenue, selling
expenses decreased from 8.1% to 8.0%. 7 B.18

General administrative expenses of €3.4 billion were

at the same level as in the previous year (2015: €3.4 billion).
As a percentage of revenue, general administrative expenses
remained unchanged compared with the previous year at 2.2%.
2 B.18

Research and non-capitalized development costs increased
by €0.5 billion to €5.3 billion in 2016. They were mainly related

to the development of new models, advance expenditure for the
renewal of existing models and the further development of
fuel-efficient and environmentally friendly drive systems, as well
as safety technologies, autonomous driving, and the digital
connectivity of our products. As a proportion of revenue, research
and non-capitalized development costs increased from 3.2%

to 3.4%. Further information on the Group’s research and
development costs is provided in the “Research and develop-
ment” section of the “Sustainability” chapter of this Manage-
ment Report. 71 B.18

Other operating income increased to €2.4 billion (2015:

€2.1 billion). Other operating expense increased significantly
in the year 2016 to €1.3 billion (2015: €0.6 billion), due

in particular to expenses connected with legal proceedings

of €0.4 billion. Further information on the composition of
other operating income and expense is provided in Note 6

of the Notes to the Consolidated Financial Statements. 71 B.18

In 2016, our share of profit from equity-method investments
amounted to €0.5 billion and was at the prior-year level (2015:
€0.5 billion). The negative impact on earnings of €0.2 billion
from the impairment of the shares in BAIC Motor was almost
fully offset by the improved earnings from Beijing Benz Auto-
motive Co., Ltd. (BBAC). 71 B.18

Other financial expense/income increased from an expense
of €27 million to income of €0.3 billion. This significant increase
is primarily the result of recognizing a gain of €0.6 billion from
the contribution of the equity interests in Renault and Nissan
at fair value into the pension-plan assets. Those gains were
previously presented within other comprehensive income/loss.
2 B.18

Net interest expense improved by €0.1 billion to €0.3 billion
(2015: €0.4 billion). 72 B.18

The tax expense of €3.8 billion (2015: €4.0 billion) stated
under income tax expense decreased at a higher rate than
profit before income taxes. The effective tax rate for 2016

was 30.1% (2015: 31.6%). This was mainly due to the contribution
of our shares in Renault and Nissan into the pension-plan
assets. The gain resulting from the contribution was largely tax
free. Adjusted for this gain, profit subject to normal income
taxes decreased in 2016 compared with the previous year, which
is the reason for the lower tax expense. 71 B.18



Net profit for the year amounts to €8.8 billion (2015: €8.7
billion). Net profit of €0.3 billion is attributable to non-controlling
interests (2015: €0.3 billion). Net profit attributable to

the shareholders of Daimler AG amounts to €8.5 billion
(2015: €8.4 billion), representing earnings per share of €7.97
(2015: €7.87). 2 B.18

The calculation of earnings per share (basic) is based
on an unchanged average number of outstanding shares
of 1,069.8 million.

Dividend

We aim to achieve a sustainable dividend development also
in the coming years. In setting the dividend, our target is

to distribute approximately 40% of the net profit attributable
to Daimler shareholders. At the Annual Shareholders’
Meeting on March 29, 2017, the Board of Management and
the Supervisory Board will propose the payment of a dividend
of €3.25 per share, as in the prior year. This represents

a total distribution of €3.5 billion (prior year: €3.5 billion).
With this proposal, we are letting our shareholders participate
in the company’s success. 7 B.19

Net operating profit

Table 71 B.20 shows the reconciliation of the EBIT of

the divisions to net operating profit. In addition to the EBIT
of the divisions, net operating profit also includes earnings
effects for which the divisions are not accountable, such as
income taxes and other reconciliation items.

Value added

As described in the €& “Performance measurement system”
section of the “Corporate Profile” chapter in chart 71 B.03, the
cost of capital is the result of net assets and cost of capital
expressed as a percentage, which is subtracted from earnings
in order to calculate value added. The tables 71 B.21 and

71 B.22 show value added and net assets for the Group and for
the individual divisions. Table 71 B.23 shows how net assets
are derived from the consolidated statement of financial position.
In the context of fine tuning our performance measurement
system, the definition of the net assets was adjusted in the year
2016 with retrospective effect as of 2015, and no longer
includes hedging instruments, which are recognized in other
comprehensive income until maturity. As a result of the
adjustment, the amount of net assets in 2015 has been
increased by €2.4 billion.

The Group’s value added amounted to €5.2 billion in 2016
(2015: €5.4 billion), representing a return on net assets of
19.1% (2015: 20.1%). This was once again substantially higher
than the minimum required rate of return of 8%. The slight
decrease in value added was caused by the growth of average
net assets mainly as a result of higher investment in fixed
assets and higher inventory levels. The net operating profit
remained at the previous year’s level and was unable to
offset the rise in cost of capital.
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B.19
Dividend per share
In euros
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B.20
Reconciliation to net operating profit

2016 2015 16/15
In millions of euros % change
Mercedes-Benz Cars 8,112 7,926 +2
Daimler Trucks 1,948 2,576 -24
Mercedes-Benz Vans 1,170 880 +33
Daimler Buses 249 214 +16
Daimler Financial Services 1,739 1,619 +7
EBIT of the divisions 13,218 13,215 +0
Income taxes' -3,895 -4,179 -7
Other reconciliation -316 -29 .
Net operating profit 9,007 9,007 +0

1 Adjusted for income taxes on interest income/expense
and amortization of capitalized borrowing costs.

B.21
Value added

2016 2015 16/15
In millions of euros % change
Daimler Group' 5,243 5,423 -3
Mercedes-Benz Cars' 5,431 5,552 -2
Daimler Trucks' 935 1,595 -41
Mercedes-Benz Vans' 962 678 +42
Daimler Buses' 143 105 +36
Daimler Financial Services 439 467 -6

1 Prior-year figures adjusted due to fine tuning the definition
of net assets.
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B.22
Net assets (average)

2016 2015 16/15
In millions of euros % change
Mercedes-Benz Cars' 22,345 19,788 +13
Daimler Trucks' 8,448 8,176 +3
Mercedes-Benz Vans' 1,739 1,686 +3
Daimler Buses' 887 906 -2
Daimler Financial Services? 10,000 8,859 +13
Net assets of the divisions 43,419 39,415 +10
Equity method investments® 555 770 -28
Assets and liabilities from
income taxes* 3,372 3,772 -1
Other reconciliation* -292 839 -135
Daimler Group' 47,054 44,796 +5

1 Prior-year figures adjusted due to fine tuning the definition
of net assets.

2 Total equity.

3 To the extent not allocated to the segments.

4 Industrial business.

B.23
Net assets of the Daimler Group at year-end
2016 2015 16/15
In millions of euros % change
Net assets of the industrial business
Intangible assets 11,145 9,789 +14
Property, plant
and equipment 26,314 24,262 +8
Leased assets 17,433 15,864 +10
Inventories 24,426 22,862 +7
Trade receivables 8,977 8,215 +9
Less provisions
for other risks -15,325 -15,198 +1
Less trade payables -10,853 -10,182 +7
Less other assets
and liabilities' -26,727  -21,956 +22
Assets and liabilities
from income taxes 2,935 3,055 -4
Total equity of
Daimler Financial Services 10,448 9,872 +6
Net Assets’ 48,773 46,583 +5

1 Prior-year figures adjusted due to fine tuning the definition
of net assets.

Value added at Mercedes-Benz Cars decreased slightly by
€0.1 billion to €5.4 billion. This was mainly the result of the
growth of average net assets to €22.3 billion, reflecting higher
investment in fixed assets and higher inventory levels. EBIT
increased slightly compared to the previous year’s level. This
development was driven by positive effects from higher sales
of new vehicles and better pricing, with negative effects from
expenses from advance expenditure for new technologies and
vehicles, and expenses in connection with Takata airbags.

As a result of the EBIT development, Daimler Trucks’ value
added amounted to €0.9 billion, which is significantly below the
high level of value added of the previous year (2015: €1.6 billion).
This development was primarily the result of strong decreases

in unit sales in the NAFTA region, Turkey, the Middle East, Latin
America and Indonesia. Earnings were also reduced by the
intense competition in Europe. In addition, the increase in average
net assets as a result of higher investment in property, plant
and equipment and higher inventories boosted the negative effect
on value added.

Mercedes-Benz Vans’ value added increased significantly

by €0.3 billion to €1.0 billion. This was the result of the
substantial improvement in EBIT, reflecting the very positive
development of unit sales in Europe, the NAFTA region and
China, as well as further efficiency improvements. Negative
effects on earnings mainly came from higher expenses

from advance expenditure for new technologies and vehicles
and from expenses in connection with Takata Airbags.
Average net assets were slightly higher than in the previous year.

The value added of the Daimler Buses division was substantially
higher than in the previous year, reaching €143 million (2015:
€105 million). This was primarily due to the development of EBIT.
Positive effects mainly resulting from the good business with
complete buses, a favorable product mix and positive exchange-
rate effects more than offset the negative impact from weak
demand for bus chassis in Latin America, lower unit sales in
Turkey and higher expenses from advance expenditure for new
technologies and vehicles. Average net assets remained nearly
constant compared to the previous year.

Daimler Financial Services’ value added of €0.4 billion was
slightly under the level of 2015. The division’s return on

equity amounted to 17.4% (2015: 18.3%). The development

of value added primarily reflects the increase in average
equity of €1.1 billion. Offsetting effects came from the positive
development of EBIT as a result of further growth in contract
volume despite negative exchange-rate effects.
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Liquidity and Capital Resources

Principles and objectives of financial
management

Financial management at Daimler consists of capital structure
management, cash and liquidity management, pension asset
management, market-price risk management (foreign exchange
rates, interest rates, commodity prices) and credit and finan-
cial country risk management. Worldwide financial management
is performed within the framework of legal requirements con-
sistently for all Group entities by Treasury. Financial management
operates within a framework of guidelines, limits and bench-
marks, and on the operational level is organizationally separate
from other financial functions such as settlement, financial
controlling, reporting and accounting.

Capital structure management designs the capital structure
for the Group and its subsidiaries. Decisions regarding the
capitalization of financial services companies - as well as pro-
duction, sales and financing companies - are based on the
principles of cost-optimized and risk-optimized liquidity and
capital resources. In addition, it is necessary to comply

with restrictions on capital transactions and on the transfer
of capital and currencies.

Liquidity management ensures the Group’s ability to meet

its payment obligations at any time. For this purpose, the Group
records the cash flows from operating and financial activities
in a rolling plan. The resulting financial requirements are covered
by the use of appropriate instruments for liquidity management
(e.g. bank credits, commercial paper and notes); liquidity
surpluses are invested in the money market or the capital market
to optimize risk and return. The goal is to ensure the level

of liquidity regarded as necessary at optimal costs. Besides
operational liquidity, Daimler maintains additional liquidity
reserves, which are available in the short term. Those additional
financial resources include a pool of receivables from the
financial services business which are available for securitization
in the capital market, as well as a contractually confirmed
syndicated credit facility with a volume of €9 billion.

Cash management determines the Group’s cash requirements
and surpluses. The number of external bank transactions is
minimized by the Group’s internal netting of cash requirements
and surpluses. Netting is done by means of cash-concentration
or cash-pooling procedures. Daimler has established standard-
ized processes and systems to manage its bank accounts,
internal cash-clearing accounts and the execution of automated
payment transactions.

Management of market price risks aims to minimize the
impact of fluctuations in foreign exchange rates, interest rates
and commodity prices on the results of the divisions and

the Group. The Group’s overall exposure to these market-price
risks is determined to provide a basis for hedging decisions,
which include the definition of hedging volumes and corre-
sponding periods, as well as the selection of hedging instruments.
Decisions regarding the management of risks resulting from
fluctuations in foreign exchange rates and commodity prices,
as well as decisions on asset/liability management
(liquidity and interest rates), are regularly made by the
relevant committees.

Management of pension assets includes the investment of
pension assets to cover the corresponding pension obligations.
Pension assets are legally separated from the Group’s assets
and are invested primarily in funds; pension assets are not
available for general business purposes. The funds are allocated
to different asset classes such as equities, fixed-interest
securities, alternative investments and real estate, depending
on the expected development of pension obligations and

with the help of a process for risk-return optimization. The perfor-
mance of asset management is measured by comparing with
defined reference indices. Local custodians of the pension assets
are responsible for the risk management of the individual
pension assets. The Global Pension Committee limits these
risks by means of group-wide binding guidelines, whereby
applicable laws are given due consideration. Additional informa-
tion on pension plans and similar obligations is provided

in € Note 22 of the Notes to the Consolidated Financial
Statements.
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The risk volume that is subject to credit risk management
includes all of Daimler’s worldwide creditor positions with
financial institutions, issuers of securities and customers in the
financial services business and the automotive business.
Credit risks with financial institutions and issuers of securities
arise primarily from investments executed as part of our
liquidity management and from trading in derivative financial
instruments. The management of these credit risks is mainly
based on an internal limit system that reflects the creditwor-
thiness of the respective financial institution or issuer. The
credit risk with customers of our automotive business relates
to contracted dealerships and general agencies, other cor-
porate customers and retail customers. In connection with the
export business, general agencies that according to our
creditworthiness analysis are not sufficiently creditworthy are
generally required to provide collateral such as first-class
bank guarantees. The credit risk with end-customers in the
financial services business is managed by Daimler Financial
Services on the basis of a standardized risk management
process. In this process, minimum requirements are defined
for the sales-financing and leasing business and standards
are set for credit processes as well as for the identification,
measurement and management of risks. Key elements for the
management of credit risks are appropriate creditworthiness
assessments, supported by statistical analyses and evaluation
methods, as well as structured portfolio analysis and
portfolio monitoring.

B.24
Condensed consolidated statement of cash flows

2016 2015 16/15
In millions of euros Change
Cash and cash equivalents
at beginning of period 9,936 9,667 +269
Cash provided by
operating activities 3,711 222 +3,489
Cash used for
investing activities -14,666 9,722 -4,944
Cash provided by
financing activities 12,009 9,631 +2,378
Effect of exchange-rate
changes on cash and cash
equivalents -9 138 -147
Cash and cash equivalents
at end of period 10,981 9,936 +1,045

Financial country risk management includes various
aspects: the risk from investments in subsidiaries and joint
ventures, the risk from the cross-border financing of Group
companies in risk countries and the risk from direct sales

to customers in those countries. Daimler has an internal rating
system that divides all countries in which it operates into
risk categories. Equity capital transactions in risk countries
are hedged against political risks with the use of investment
protection insurance such as the German government’s
investment guarantees. Some cross-border receivables due
from customers are protected with the use of export credit
insurance, first-class bank guarantees and letters of credit.
In addition, a committee sets and restricts the level of
hard-currency credits granted to financial services companies
in risk countries.

Further information on the management of market-price
risk, credit-default and liquidity risk is provided in €&» Note 32
of the Notes to the Consolidated Financial Statements.

Cash flows

Cash provided by operating activities 71 B.24 amounted

to €3.7 billion in 2016 (2015: €0.2 billion). The increase was
primarily due to effects from the leasing and sales-financing
business. In addition, a positive impact resulted from the
development of working capital. Compared to the previous year,
cash-effective contributions to pension funds were lower,

as the prior-year period was influenced by cash outflows

of €1.2 billion for extraordinary contributions in Germany and
the United States. An opposing effect resulted from the
payment of the fine of €1.0 billion imposed by the European
Commission in the context of the settlement in the truck
antitrust proceedings against Daimler AG. Furthermore, there
were higher tax payments in 2016, as the prior-year period
was influenced by tax refunds.

Cash used for investing activities 71 B.24 amounted

to €14.7 billion (2015: €9.7 billion). The change compared with
the prior-year period resulted primarily from higher cash
outflows for investments in shareholdings. In the reporting
period, the acquisition of 100% of the shares of Athlon Car Lease
International B.V. (Athlon) and the settlement of financing
liabilities of Athlon led to cash outflows. The prior-year period
was affected by the capital increases carried out at our
associated companies and joint ventures and the acquisition
of shares in the digital mapping business HERE. Cash used

for investing activities also reflects increased investments in
intangible assets and property, plant and equipment. Further-
more, negative effects resulted from acquisitions and disposals
of securities in the context of liquidity management. Those
transactions led to a higher net cash outflow than in the previ-
ous year.
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Cash provided by financing activities 7 B.24 amounted
to €12.0 billion (2015: €9.6 billion). The increase was primarily B.25

due to the higher net cash inflows from financing liabilities Free cash flow of the industrial business
in the context of refinancing the leasing and sales-financing
business and the acquisition of the shares of Athlon. There
was an opposing effect from the increased dividend payment
to the shareholders of Daimler AG.

2016 2015 16/15
In millions of euros Change

Cash provided by
operating activities 12,643 11,735 +908

Cash used for

Cash and cash equivalents increased by €1.0 billion compared

with December 31, 2015, after taking currency translation investing activities -10,903 9,936 2967

effects into account. Total liquidity, which also includes market- Change in marketable

able debt securities, increased by €3.5 billion to €21.7 billion. debt securities 2,311 1,897 +414
Other adjustments -177 264 -441

The parameter used by Daimler to measure the financial Free cash flow of the

capability of the Group’s industrial business is the free cash industriallbusiness 3,874 3,960 -86

flow of the industrial business 71 B.25, which is derived
from the reported cash flows from operating and investing
activities. The cash flows from the acquisition and sale of
marketable debt securities included in cash flows from investing
activities are deducted, as those securities are allocated

to liquidity and changes in them are thus not a part of the
free cash flow.

Other adjustments relate to additions to property, plant and
equipment that are allocated to the Group as their beneficial
owner due to the form of their underlying lease contracts.
Furthermore, adjustments are made for the effects of financing
dealerships within the Group. In addition, the calculation of

the free cash flow includes those cash flows to be shown under
cash from financing activities in connection with the acquisi-
tion or sale of interests in subsidiaries without loss of control.

The free cash flow of the industrial business amounted to
€3.9 billion in 2016 and was significantly higher than the
dividend payment, and therefore in line with the expectations
as stated in the Outlook section of Annual Report 2015.

The slight decrease in the free cash flow by 0.1 to €3.9 billion
was primarily due to following factors. Positive effects resulted
from the development of working capital. In addition, higher
cash outflows for the acquisition of shares in the digital mapping
business HERE influenced the free cash flow of the prior-year
period. Extraordinary payments in the context of pension and
health-care benefits in Germany and the United States also
had an impact in the prior year. However, payment of the fine
in the context of the settlement in the antitrust proceedings
and higher investments in intangible assets and property, plant
and equipment reduced the free cash flow.
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The net liquidity of the industrial business 71 B.26

is calculated as the total amount as shown in the statement
of financial position of cash, cash equivalents and the market-
able debt securities included in liquidity management, less
the currency-hedged nominal amounts of financing liabilities.

To the extent that the Group’s internal refinancing of the financial
services business is provided by the companies of the indus-
trial business, this amount is dedu