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U.S. Market - BMW Historical Sales 
Sales have grown 450% since 1991. 
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U.S. Market – Key Competitor Sales History
BMW is a well established leader within segment.
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U.S. Market - BMW Segment Share
Luxury Performance and Total Industry
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U.S. Market – Light Vehicle Sales Forecast
Premium Group has increased in sales and market 
share while the Base Group has declined.
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Premium Segment Sales Forecast by Country
The U.S. offers excellent growth opportunities for 
BMW in comparison to other countries. 
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Evolution of Premium Segment Forecast in 
the US, Russia, China, Germany and Japan
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Premium Segment Sales Forecast 
Segment Volume Increase from 2008 to 2020.
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U.S. Market - Demographics
$100K+ Households represent the fastest growing 
income group.
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Breakdown of Household Income Brackets
- (1990-2020, 2000 dollars)
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U.S. Market - Demographics
Driving age population continues to grow with a 
mixture of young and mature buyers.


Source: Global Insight - Analysis for SMP 2020 







BMW Group 
Investor & Analyst 
Meeting at plant
Spartanburg,
April 2008
10


Fuel Efficiency Study - Environmental Defense
BMW achieved the most significant fuel economy 
increase between the years 1990 and 2005. 


Source: Environmental Defense, Automaker’s Corporate Carbon Burden (2007)  
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BMW EfficientDynamics.
Better Performance, Less Fuel Consumption.
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BMW EfficientDynamics.
Better Performance, Less Fuel Consumption.
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7 Series: Performance & Fuel Consumption over time
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Press Statements


BMW 1 Series: The BMW 118d with Efficient Dynamics was declared the 2008 World Green 
Car by International journalist at the New York Auto Show (March 2008)


BMW X6: “Although BMW’s sole purpose for bringing out the [BMW X6] probably wasn’t to 
dethrone, whichever one is currently at the top of the performance SUV segment, it will probably 
be the result…” (January 2008)


BMW X6: “Cars like the X6 prove that technology can overcome just about any obstacle.” (March 


BMW 1 Series: “1 Series… lots of fun – no deal breakers.” (April 2008)


BMW 1 Series: “BMW has done something smart:  instead of shrinking and “decontenting” a 
3 Series to create the 1 [Series], the company has loaded its new littlest one with a full 
spectrum of Bavarian delights…” (April 2008)


BMW M3: “BMW M3… Speed, balance, and athleticism converge in today’s best 
compact, high-performance sport sedan.” (May 2008)


BMW X6: “BMW X6… a 5,000-pound SUV has no business driving this well.” (April 
2008)


MINI Clubman: “… If the urban hipsters who've adopted the MINI can afford $300 dinners 
and $3,000-a-month apartments, they can handle a $30,000 subcompact [MINI Clubman 
as well].” (April 2008)
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BMW Ultimate Service
$0 Maintenance for the first 4 Years or 50,000 Miles


Brand Maintenance Costs


Acura $970.75
Audi $967.17
BMW $0
Cadillac $744.26
Infiniti $649.40
Jaguar $1,112.53
Land Rover $233.52
Lexus $974.22
Lincoln $922.14
Mercedes $1,086.60
Porsche $1,032.14
Saab $385.29
Volvo $918.93


Maintenance figures shown based on 4 Years/50,000 Miles, excluding tire replacement costs.


Source: 2007 Intellichoice, Inc.







MINI USA
RETAIL volume by model
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Ladies and Gentlemen— 


 


I would like to welcome you on behalf of the BMW Group. Thank you for accepting our invitation. 


Unfortunately, Dr. Michael Ganal cannot be here with you today. But the fact that our CFO had to 


cancel at short notice has given me as the head of development my first opportunity to talk to 


analysts and investors. And I am definitely delighted about that.   


Some of you have put up with a long journey to join us here. But I can assure you that this trip will 


be worthwhile. What we want to do today is to give you interesting information about and 


impressions of the BMW Group. I am sure that, in combination with tomorrow’s test drive of the 


new BMW X6, that will make up for the inconvenience of traveling to Greenville. 


Right now, I would like to give you an update on our current business operations. To be more 


specific, I am going to touch upon three points: 


 


1. At present, the BMW Group is investing in the United States as we see great growth 


potential in the medium term and intend to further reduce our dependency on currency 


transaction rates. 


2. In 2008, we will again generate growth—based on our attractive product portfolio.  


3. The company is implementing its strategy Number ONE as planned. 


 


Our present focus is on Plant Spartanburg—where we are raising production capacities by a 


third. The first step is an expansion to 240,000 by 2012 at the latest. This makes our US 


production location the only one worldwide to undergo major expansion. Our overall investment 


will amount to 750 million US dollars.  


This afternoon, Mr. Kerscher will show you around the plant. Spartanburg is about to become our 


competence center for the four-wheel drive models of the X range. In the medium term, the plant 


will also build the new-generation X3. And our first hybrid car, the new X6 Active Hybrid, will also 


be manufactured in Spartanburg. 
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What are the reasons behind our present investment? 


Some of you might consider that pointless, given the current situation in the automotive market 


here in the US. We, however, expect sales to rise gradually over the next few years. A plant 


expansion is a project with a time horizon of at least the next ten years. Considering shorter 


cycles would not make any sense for us. We have to take the decisions for tomorrow today.  


Imagine what would have happened if we had not had a long-term strategy in the past. I assume 


there would still be no BMW production in the United States today. You all know that our 


footprint in the US market is the envy of more than one competitor.  


The BMW Group is confident that the American premium segment has major growth potential. 


We expect the premium share of the overall market to continue to rise substantially in the future. 


These expectations are confirmed by external sources which forecast that the American 


premium segment will increase by 70 percent between 2000 and 2020. Ten years from now, the 


US will account for about a third of global premium car sales.  


Our excellent position in the North American premium segment gives us a competitive edge. 


This position of strength is the result of years of hard work. 2007 was the sixteenth year of 


consecutive retail growth. Just recently, BMW ranked first in a survey about brand characteristics 


Technological expertise and innovative power will help us to strengthen our lead. At a time that is 


all about efficient combustion engines and new drive technologies the BMW Group has a good 


hand. 


So there is one thing we will definitely not do in the current situation, and that is to back out. Our 


competitors would be all too eager to fill the gap.  


Moreover, expanding production in Spartanburg is a step in pursuing one of our strategic 


objectives, namely to minimize currency exposure. For future vehicle projects which are already 


relevant in purchasing today, we will cooperate with new NAFTA-based suppliers. We have 


successfully raised the share of components from NAFTA countries over the course of the 


years. In 2007, for instance, products from the NAFTA region accounted for ten percent of our 


global purchasing volume. Compared to 2006, this is an increase of almost 16 percent. 
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We will continue to increase the share of local content in our Spartanburg production operations. 


Our goal is to reach the same level for the X3 as for the X5 and X6. We also plan to step up 


NAFTA sourcing for our European plants in the medium term. 


As we see it, the growing automobile cluster here in the American Southeast is a place of 


opportunities: There is a clear tendency among European manufacturers to set up production in 


this region. As a result, suppliers will relocate to the area as well—suppliers that might become 


business partners of BMW Manufacturing Corp.  


All of this will require great stamina. However, our approach shows that our strategy and our 


growth plans go hand in hand.   


So much for that. Now let’s return to the current situation: At the end of the month, we are going 


to inform you about our financial performance in the first quarter of the year. I hope you can 


exercise yourselves in patience for a few more days. But I can assure you: Sales have developed 


nicely.  


The BMW Group sold a total of over 351,000 vehicles—this is an increase of 5.7 percent. First-


quarter retail for the three individual brands in a nutshell:  


• At 293,000 units, BMW retail rose by 2.7 percent over the prior-year period.  


• More than 58,000 MINIs were delivered to customers. This means that sales exceeded 


the previous year’s level by 23.6%. 


• Rolls-Royce Motor Cars sold 183 automobiles in the first quarter, 61.9% more than 


during the reference period. 


 


The emerging markets advanced most strongly, with China and Russia reporting growth rates of 


40 percent and higher. 


Our strategy for the Indian market, namely to set up local production in order to develop this 


market, has worked out well: In the first quarter, sales soared by more than 800% over the same 


period last year. All in all, we delivered 862 BMWs to customers. Good news also from the 


Middle East where we improved by 26 percent to 3,800 units.  
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The positive development of our traditional markets in Western Europe continued as well, with 


increases on an already high level. The key growth factor there was EfficientDynamics. New and 


existing private and corporate buyers are attracted to our cars as they meet both their 


environmental needs and dynamic driving aspirations. In Portugal, the BMW Group improved by 


29.2% to over 2,800 units. In France, sales rose by almost 24% to more than 16,000 cars. 


France has introduced a charge on new cars with emissions over 200 grams of CO2 per 


kilometer. In turn, customers receive a bonus of 200 euros for buying a new car that runs below 


the emission limit of 140 g/km. A quarter of all BMWs sold in France were below the 140 gram 


limit, half of all BMWs were not subject to the new charge.  


Other countries that grew on a high level were Germany with 6.7 percent or 64,000 cars, and 


Italy with almost 10%.  


Retail in Great Britain grew by 7%. Once again, EfficientDynamics proved to be a significant sales 


argument. BMW UK has secured a market share of almost 5 percent. Sales also benefitted from 


the BMW Direct Sales strategy introduced in January. 


  As always, we had reason to be pleased with the number of MINIs sold in Great Britain: As per 


March, deliveries stood at more than 12,000 units, an increase of 6 percent over the reference 


period.  One out of five new MINIs sold in March was a MINI Clubman. Production at the MINI 


plant in Oxford looks set to reach record levels in 2008.  


We expect sales for the business year 2008 to exceed the previous year’s level. 


In a moment, Tom Purves will tell you a bit more about sales here in the United States.  


 


What are our expectations for this business year?  


Our outlook remains positive: 


1. We plan to achieve new record sales for all three automotive brands. Not only are our 


products highly attractive; they also allow us to respond to our customers’ demand for 


environmental friendliness and fuel efficiency—combined with excellent driving 


characteristics.  
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Today BMW, “the ultimate driving machine”, stands for performance and efficiency. We 


have successfully repositioned the brand. BMW has become a pioneer in the field of fuel 


efficiency and environmental friendliness. Following Tom Purves’ talk, I will give you some 


information on our EfficientDynamics strategy and the introduction of BMW Advanced 


Diesel Blue Performance.  


2. We want to reach a group-wide profit before taxes above last year’s level—adjusted for 


the one-time effect from the Rolls-Royce exchangeable bond in 2007.  


 


3. We intend to improve earnings quality for the business year 2008. This will be reflected in 


key performance data such as return on sales and return on capital employed.  


 


Needless to say that we are aware of the great challenges ahead.  


 


• We still face headwinds in terms of raw materials and currency transaction rates. 


However, we are almost fully hedged against the main currencies for 2008. 


Therefore, we expect that the additional currency effects will be lower than in 


2007. Our estimate is approximately 400 million euros. 


• Furthermore, risks might arise from the subprime crisis in the US.   


• As stated at the analysts’ conference in March, the financial services segment will also be 


affected.  


 


There were three major challenges our business unit Financial Services had to deal with last 


year:  


 


1. Higher refinancing costs due to higher loan charges. These risk premiums are the result of the 


subprime crisis and the subsequent loss of confidence in the money and capital markets.  


 


2. Financial Services recorded a marginal increase in credit defaults in our financial 


services operations. This was primarily driven by the development in the US. The bad 
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debt ratio increased by five basis points to 0.46%. The message is clear: The slowdown 


of the US economy will not fail to have an effect. But one should not forget that an 


advantage of the premium segment is that most of our customers are wealthy and have 


high incomes.  


 


3. Moreover, prices in the used car business are on a significant decline for the reasons I 


mentioned earlier, since customers active on this market react more strongly to the 


general economic slowdown than buyers of new premium cars do.  


 


However, the situation is manageable at present. Our risk provisions cover the generally 


expected trend. But we will continue to keep a close watch and react appropriately.  


 


A few words about refinancing: Benefiting from our good rating, we are and will remain 


able to cover our refinancing demand on the capital markets at acceptable terms. 


Moreover, we can draw on a sophisticated funding strategy implemented for the purpose 


of improving financial flexibility and independence. As a result, there is increased 


diversification in funding instruments and markets. While this might be a very traditional 


approach, combined with our financial strength it gives us some room to maneuver even 


in a time of crisis.   


 


As part of our strategy Number ONE, we have launched various activities that will help us meet 


our profitability targets. The first tangible results will be seen this year already.  


Let me give you a few examples from development, the division I am in charge of.  


We regard development costs as an important and necessary contribution to securing 


our future success. Nevertheless, we want to improve efficiency and customer 


orientation in all development processes. The R&D ratio according to German HGB is 


supposed to stand at between 5 and 5.5%. With 5.6%, we almost reached this goal last 


year. 
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We will continue to strategically invest in important fields such as EfficientDynamics. 


After all, we want to strengthen and extend our competitive advantage!  


 


Our motto is not fewer projects and future technologies—but less complexity and more 


efficiency! 


We try to find intelligent solutions to keep costs down. Let me give you a few examples: 


 


• We will make more and more use of construction kits for products and drivetrains, 


also across product lines. For instance: The number of shared components in our 


current four and six-cylinder engine generations will rise from 20% to 35%. In 


addition, we use cross-industry modules in non-customer critical areas. Just think 


about our engine cooperation with PSA and our two partnerships in the field of 


hybrid transmission development. We are also a cooperation partner in Auto-SAR, a 


project that will help determine industry-wide interfaces. All these projects help to 


bring about the desired economies of scale.   


 


• Engineering hardware—namely test parts, testing tools, etc.—is a very big cost item 


in research and development. In total, we are talking about some hundred million 


euros per year.  


 


This is an area where we have a very focused approach—for example by refining 


virtual processes in order to reduce the number of prototypes we use. And, in turn, 


the development costs.  


 


• We see huge potential in third-party development work as well. This is why we are 


currently working with our colleagues in purchasing to come up with ideas for more 


efficient processes.  


 


Furthermore, we will draw up a clear list of priorities—in line with our customers’ 


demands. Our goal is to promote innovations that are perceived by our customers and 
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that are important to them. In areas of less relevance to the customer, we will increase 


the share of standardized solutions.  


 


You see: The development division is tackling the matter of improving efficiency from 


different angles, but with a sense of proportion. Success won’t come overnight. Some 


projects have a long-term planning horizon and will not show a direct effect right away. 


 


That much about the BMW Group’s current situation. We will face quite a few challenges 


in the months ahead. Nevertheless, we are confident that 2008 will be a successful 


business year for us.   


 


The fact that we have highly attractive products will help us tap into new segments—and 


thus help us win new customers. We expect our new models—such as the BMW 1 


Series Convertible, the BMW X6 and the M3 Coupe and Convertible—to generate 


additional growth in sales.   


 


Tomorrow, you will have a chance to experience the BMW X6 and its driving 


characteristics on the race track—we are looking forward to your order!  


 


Thank you very much for your attention.  
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Ladies and Gentlemen –  


As you have just heard: We are facing great challenges again—worldwide as well as here in the 


US. 


The only way to strengthen our lead is technological expertise and innovative power.   


This is why we made BMW EfficientDynamics a part of our strategy early on. BMW 


EfficientDynamics is a comprehensive package of measures that reduce emissions and enhance 


performance at the same time. Our approach involves three steps: 


For the short term, we focus on the ongoing optimization of our combustion engines. We are 


working on finding intelligent solutions for the entire vehicle energy management. Our goal is to 


further reduce fuel consumption. To this end, brake energy regeneration and the auto start/stop 


function have been applied. Other important aspects are light-weight construction and 


aerodynamics. 


For the medium term, we will advance the electrification of the drivetrain. This will even lead to 


the development of a full hybrid. 


For the long term, we will introduce drive systems that can do without fossil fuels. Our BMW H7 


is leading the way in this field.  


We have invested several hundred million euros in BMW EfficientDynamics up to now. But as 


our entire fleet is equipped with these sophisticated technologies, costs are spread across a 


large model portfolio. As a result, we benefit from economies of scale.  


So what have been the results in Europe so far? 


• In 2007, we implemented EfficientDynamics in 450,000 cars.  


• By the end of 2008, we will deliver another 830,000 cars equipped with this technology.   


• 27 BMW and MINI models run below the limit of 140 grams of CO2 per kilometer.  


• Thanks to EfficientDynamics, at the end of 2008, the CO2 emissions of our new car fleet 


will be 25 percent lower than in 1995.   
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Due to this strategy, BMW has reached a top position—also in the US. This has recently been 


confirmed by a report by “Environmental Defense”. The independent study arrives at the 


conclusion that of all carmakers active in the US market, BMW has by far made the best 


progress in reducing CO2 emissions. At present, legal stipulations regarding fuel efficiency and 


emission reductions are changing substantially here in the United States. Given this situation, it is 


good to know that we and our products are better prepared than others in our industry. 


We will defend and expand this competitive advantage in the future. New technological 


innovations in the field of EfficientDynamics will have a share in this. One of the key 


developments is BMW Advanced Diesel with Blue Performance. 


Our diesel technology is an important step towards fuel-efficient and low-emission mobility. And 


it is the right approach to meet the demands of our American customers. They expect the 


“ultimate driving machine” to be a high-performance car as well as fuel-efficient and 


environmentally friendly.  


In fall 2008, we are going to launch two BMW diesel models in the US that fulfill these 


requirements: 


• the BMW X5 xDrive35d and 


• the BMW 335d Sedan.  


 


These cars will demonstrate that diesel and the “Ultimate Driving Machine” are not antipodes. 


Quite the contrary! 


The X5 and the 335d are equipped with the three-liter inline-six diesel with Variable Twin 


Turbo—a spectacular and truly unique engine. Used in production models, it has become known 


as the unchallenged benchmark for sporting flair, motoring refinement and superior efficiency in 


the diesel segment.  


This engine is the world’s cleanest diesel, providing the best and most dynamic performance! 
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It fully meets the challenging demands on the US market concerning the reduction of exhaust 


emissions. At the same time, we apply the new SCR technology to lower nitrogen oxides. This 


helps us comply with the ambitious emission limits in California and some other states.  


Therefore, BMW Advanced Diesel with BluePerformance will be offered in all 50 US states right 


from the start.  


In the future, customers all over the United States—and in Canada as well—will be able to 


benefit from our expertise and experience in developing and manufacturing diesel engines.  


Back in 1983, we launched the BMW 524td, the fastest diesel-powered car of its time. 


 


Today the BMW diesel with Variable Twin Turbo is the measure of all things: 


No other diesel engine has won the Engine of the Year Award more often than this one.  


No other engine can match its outstanding combination of dynamic acceleration and low 


consumption.  


To make a long story short: BMW diesels are a very attractive option. Diesel technology provides 


an excellent solution to the problem of reducing emissions.  


 


What would be the effect of using diesel engines in the US?  


According to the conclusive research conducted by the EPA (Environmental Protection Agency), 


the potential savings would be huge. 


If a third of all American cars and light trucks ran on diesel, the United States would save 1.4 


million barrels of crude oil a day. This is exactly the daily amount of crude oil imported from Saudi 


Arabia. You see: Fuel efficiency of a diesel engine is about 25 to 30 percent higher than that of a 


gasoline engine.  


BMW diesels are popular with customers all over the world. Diesel-powered cars already account 


for more than 40 percent of BMW’s global sales. With almost 70 percent, the diesel share is 


even higher in Europe. 
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BMW sold more diesel-powered cars last year than any other premium manufacturer. We are 


talking about approximately 550,000 cars here—for last year alone.  


By the way: In Europe, 90 percent of all BMW X5s delivered to customers are equipped with a 


diesel engine. And diesel models accounts for more than 60 percent of all BMW 3 Series sales.  


We are convinced that BMW Advanced Diesel with BluePerformance will also attract a high 


number of customers in the United States.  


Thank you for your attention. I now look forward to answering your questions.   
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BMW Group.
Historical Key Dates and Facts.


• Plant Spartanburg announced on June 22, 1992


• Officially opened in 1994 with 700 jobs


• Major plant expansion in 1998 for new X5 model


• Major construction of one line assembly in January 2006


• $750 million plant expansion announced March 2008


• Cumulative investment will approximate $4.2 billion by 2012
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Plant Spartanburg Vehicles.


• Sole global producer of six vehicles:
− X6 Sports Activity Coupe


− X5 Sports Activity Vehicle


− Z4 Roadster & M Roadster


− Z4 Coupe & M Coupe
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Plant Spartanburg Data.


• Approx. 1,100 acres


• 2.4 million square foot facility (223 thousand square 
meters); expansion to add 1.5 million square feet (139 
thousand square meters) over the next 3-years


• Plant capacity 160,000 units per year


• Flexible one line system


• Units built to customer order


• 5,400 jobs
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Production Volume.
BMW Group.


Plant Spartanburg Production volume
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OffWorkWorkWorkWorkWorkWork“B”


Off
A-shift 


Saturday 
OT


WorkWorkWorkWorkWorkOff“A”


SFTHWTMSShift


• 110 Production Hours Per week:  50 A-shift; 60 B-shift


• 120 Production Hours with Saturday OT:  60 A-shift; 60 B-shift


• 320 units per shift


BMW Group.


FLEXIBILITY


2008 Weekly Work Schedule.
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Technology Overview.


Body Shop:
• Welding operations are more than 95% automated
• X5 and X6 bodies produced with the same equipment
• Stamped parts and add-on parts are supplied locally,
• X5 body-steel, aluminum, plastic


Paint Shop:
• Using water-based primer and base coat since 1994
• Uses landfill gas to heat paint ovens
• New Paint Shop will have BMW’s latest paint technology


Assembly:
• More than 3,000 employees
• All models produced on an one-line system; all units produced to customer 


order
• Takt time – 99 seconds
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BMW Group.
Supplier Information.


Current NAFTA parts volume is approximately 10% of the purchase volume
of the BMW Group


Of 194 North American Suppliers, 52 are located in South Carolina
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Long Term Plant Spartanburg Targets. 


• Capacity increase to 240,000 units annually


• Increase efficiency by 7% per year


• Customer quality orientation   


• Environmental sustainability
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New Models to come. 


• Diesel X5 Sports Activity Vehicle for U.S. Market


• X6 Hybrid Sports Activity Coupe


• X3 Sports Activity Vehicle will move to Spartanburg from 
Austria
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Basic Plant Layout - New Paint Shop, New Assembly/Logistics North
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Logistics Center
Trim Line
Underbody
Engine/Power train/Marriage
Trim 2 Line Underbody


Fluid Fill Lines
Finish Lines/Rework
Support/Offices 
Door Sub-Assembly


Legend:


BMW Group.
Spartanburg Plant: New Assembly / Logistics North.
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Spartanburg Plant Associates.


• Motivation


• Qualification


• Safety


Motivation


Qualification


Safety






