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BMW Group.
Overview of 2006.


• Group profit before tax rose by 25.5% despite external 
adverse factors.


• Profit before tax €4,124 million.


• Excluding the effect of the valuation of the Rolls-Royce 
exchangeable bond, Group profit before tax was up 
3.0%.


• Net profit €2,874 million.


• Earnings per common share was €4.38, 
Earnings per preferred share was €4.40.







BMW Group.
2006 Revenues by Segment.


Automobile 47,767 45,861 + 4.2


Motorcycle 1,265 1,223 + 3.4


Financial Services 11,079 9,408 + 17.8


Reconciliations – 11,112 – 9,836 – 13.0


BMW Group 48,999 46,656 + 5.0


€ million 2006 2005 Change
in %







BMW Group.
Effects on Automobile Profit.


2005 2006


€ million


– 666


– 178


– 256


2,976
3,012


depre-
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raw 
materials


currency


Profit before tax
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– 13


6.5% return on sales 6.3% return on sales







BMW Group.
Effects on Automobile Profit (2003 – 2006).


2003 2006


€ million


– 1,618
– 415


– 889


2,761


3,012


depre-
ciation


raw
materials


currency


Profit before Tax
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other
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BMW Group.
Motorcycle Segment – Business Performance.


• Profit before tax up 10% to 
€66 million.


• More than 100,000 
motorcycles sold in one year 
for the first time.


• Return on sales rises to 5.2%.







BMW Group.
Financial Services Segment – Business 
Performance.


• Business volume in balance sheet terms rises 8.9% to 
over €44 billion.


• Number of customer contracts advances 8.8% to nearly 
2.3 million.


• Penetration rate up 1.3 percentage points to 42.4%.


• Encouraging development in the fleet business, dealer 
financing and other business activities continued.


• Profit jumps 13.2% to €685 million.


• Successful risk management.
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BMW received The Automotive Leasing Guide (ALG) Residual Value Award 
in 2004, 2005 and 2006 for “the highest predicted resale value of any luxury brand”.


BMW was named “Best Brand” in Kelley Blue Book’s 2005 and 2006 
“Best Resale Value Awards”.


3 year old retention
36 months residual value (ALG)


BMW Group.
Financial Services Segment:
Resale Value Development in the USA.







BMW Group.
Financial Services Segment:
Resale Value Development in the USA.
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BMW Group.
Segment Reconciliations.


• Profit before tax €361 million (FY05: - €354 million).


• €386 million positive effect from the conversion of the 
lion’s share of the Rolls-Royce exchangeable bond.


• Significant change on balance primarily due to effects 
related to the exchangeable bond.







BMW Group.
Gross Profit.


Change
in %


Revenues 48,999 100.0 46,656 100.0 + 5.0


Cost of sales –37,660 76.9 –35,992 77.1 – 4.6


Gross profit 11,339 23.1 10,664 22.9 + 6.3


€ million 2006 % 2005 %







Change
in %€ million 2006 % 2005 %


BMW Group.
Profit Before Financial Result.


Gross profit 11,339 23.1 10,664 22.9 + 6.3


Sales & administrative costs – 4,972 10.1 – 4,762 10.2 – 4.4


Research & development costs – 2,544 5.2 – 2,464 5.3 – 3.2


Other operating income and expenses + 227 0.5 + 355 0.7 – 36.1


Profit before financial result (EBIT) 4,050 8.3 3,793 8.1 + 6.8







BMW Group.
Research and Development Costs.


Change
in %


R&D costs (income statement) 2,544 2,464 + 3.2


R&D costs share of revenues 5.2% 5.3%


Depreciation – 872 – 745 – 17.0


Capitalization of development costs + 1,536 + 1,396 + 10.0


Total R&D expenditure 3,208 3,115 + 3.0


Total R&D share of revenues            6.5% 6.7%


Capitalization ratio 47.9% 44.8%


€ million 2006 2005







BMW Group.
Profit Before Financial Result.


Change
in %€ million 2006 % 2005 %


Gross profit 11,339 23.1 10,664 22.9 + 6.3


Sales & administrative costs – 4,972 10.1 – 4,762 10.2 – 4.4


Research & development costs – 2,544 5.2 – 2,464 5.3 – 3.2


Other operating income & expenses + 227 0.5 + 355 0.7 – 36.1


Profit before financial result (EBIT) 4,050 8.3 3,793 8.1 + 6.8







BMW Group.
Financial Result and Profit Before Tax.


Change
in %


Profit before financial result 4,050 8.3 3,793 8.1 + 6.8


Financial result 74 0.2 – 506 1.1 -


thereof:


Result from equity method accounting – 25 14


Result on investments   32 28


Net interest result – 283 – 242


Other financial result 350 – 306


Profit before tax 4,124 8.4 3,287 7.0 25.5


€ million 2006 % 2005 %







Change
in %


BMW Group.
Net profit.


Profit before tax 4,124 8.4 3,287 7.0 25.5


Income taxes – 1,250 2.5 – 1,048 2.2 – 19.3


Net profit 2,874 5.9 2,239 4.8 28.4


Tax rate 30.3% 31.9%


€ million 2006 % 2005 %







Financial Services:
Return on Assets


Financing & lease 
portfolio:
Cash flows


BMW Group.
Value Orientation.


Group: Return on Assets


Automobiles:
Return on Capital 
Employed


Vehicle projects:
Model return based on 
DCF


Motorcycles:
Return on Capital 
Employed


Vehicle projects:
Model return based on 
DCF







BMW Group.
Return on Capital Employed in the Automobile 
and Motorcycle Segments.
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BMW Group.
Return on Assets 
in the Financial Services Segment.
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BMW Group.
Return on Assets on Group level.
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BMW Group.
Capital Expenditure.
€ million
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BMW Group.
Cash Flow and Free Cash Flow.
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Net interest bearing assets –
industrial operations in 2006: 
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BMW Group.
Share Buyback and Dividend.


• Expenses associated with the share buyback in 2006:
€253 million.


• Another authorisation to conduct share buybacks will be 
proposed to the 2007 Annual General Meeting.


• Dividend increases by 6 cents to 70 cents per common share 
and 72 cents per preferred share, respectively.


• The dividend payment rises to €458 million.


• Total payment (dividend + buy back) to shareholders 
for 2006: €711 million.







BMW Group.
Outlook for 2007.


• Currency effects and persistently high raw material prices will 
have a negative impact on profits in 2007 as well.


• In the automobile business, we aim to improve the profit before 
tax on the strength of a positive development of retail and 
efficiency enhancements.


• We will continue the course for profitable growth in the 
motorcycle business.


• The profit earned by the Financial Services segment will display 
positive development despite rising money and capital market 
interest rates.


• Our goal is to achieve Group profit before tax above that of 
2006 without taking into account the effect of the exchangeable 
bond.
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BMW Group to continue its successful course in 2007 
Best year in company’s history expected in operating terms   
Sales volume expected to rise to new record level 
 
Munich. The BMW Group plans to continue its successful business course in 


2007, following the new high revenues and earnings figures posted in 2006. 


“The current year should be the best year in the company’s history in operating 


terms. Excluding the one-off gain on the Rolls-Royce exchangeable bond, we 


plan to beat the record pre-tax profit achieved in 2006”, stated Norbert Reithofer, 


the Chairman of the Board of Management of BMW AG at the BMW Group 


Annual Accounts Press Conference on 14 March 2007 in Munich.  


 


The BMW Group is also aiming to achieve a new sales volume record for each of 


its brands - BMW, MINI and Rolls-Royce. “Overall for 2007, we expect a sales 


volume growth in the higher single-digit percentage range,” continued Reithofer. 


Unfavourable currency effects and high raw material prices will, however, 


continue to have an impact on business performance for the current year, albeit 


to a lesser degree than in the previous year. The BMW Group will offset this by 


continuous productivity and efficiency enhancement measures and by the sales 


volume growth targeted for 2007.  


 


Sharp increase in earnings for the financial year 2006 


 


Despite the difficult conditions facing the worldwide automobile industry, the 


BMW Group can look back on a successful financial year 2006. A combination of 


sales volume growth, a more favourable model sales mix and efficiency 


improvements enabled the company to a large extent to offset the substantial 


adverse impact of foreign exchange fluctuations and high raw material prices. 


The profit before tax rose by 25.5% to euro 4,124 million (2005: euro 3,287 


million). This includes the one-off gain (euro 372 million) referred to above which 


arose from the exchangeable bond on the BMW Group’s investment in the 


British aero engine manufacturer, Rolls-Royce plc.  At an operating level (i.e. 


excluding the exceptional gain on the bond), the pre-tax profit improved by 3.0%.  


 


The net profit rose by 28.4% to reach a new all-time high level of euro 2,874 


million (2005: euro 2,239 million). Earnings per share improved to euro 4.38 


(2005: euro 3.33) per share of common stock and to euro 4.40 (2005: euro 3.35) 


BMW Group 
Corporate Communications 


Name 
Bayerische 


Motoren Werke 
Aktiengesellschaft 


 
Postanschrift 


BMW AG 
80788 München 


 
Telefon 


+49  89 382-24118 
 
 


Internet 
www.bmwgroup.com 







BMW Group 
Corporate Communications 


 


  Media Information  


Datum 
 14 March 2007 


Thema 
 BMW Group to continue its successful course in 2007 


Seite 
 2 


 


 


 


 


per share of preferred stock. Group revenues increased by 5.0% to euro 48,999 


million (2005: euro 46,656 million) on the back of a strong sales volume 


performance and continued strong growth in the financial services business. The 


pre-tax return on sales increased to 8.4% (2005: 7.0%).  


 


Sharp increase in dividend proposed 


 


In the light of the high level of profitability and the positive outlook, the Board of 


Management and the Supervisory Board will propose a significant dividend 


increase at the Annual General Meeting to be held on 15 May 2007. Should the 


proposal be accepted, the unappropriated profit of BMW AG available for 


distribution totalling euro 458 million will be used to pay a dividend of euro 0.70 


for each share of common stock (2005: euro 0.64) - an increase of 9.4% over 


the previous year - and euro 0.72 for each share of preferred stock (2005: 


euro 0.66) - an increase of 9.1% over the previous year. Including the share buy-


back, BMW AG’s shareholders will therefore participate in the success of the 


BMW Group by receiving an aggregate amount in excess of euro 700 million.  


 


New authorisation for share buy-back to be proposed 


 


The Board of Management and the Supervisory Board of BMW AG will propose 


a resolution at the Annual General Meeting to authorise the buy-back of up to 


10% of the Company’s share capital. The authorisation, if resolved, will again be 


valid for a period of 18 months. The buy-back authorisation passed in the 


previous year is valid until 15 November 2007. It has not yet been decided 


whether or to what extent that authorisation will be applied to buy back further 


shares.  


 


Automobile segment earnings up despite adverse currency effects 


  


The profit before taxes of the Automobile segment for the financial year 2006 


improved by 1.2% to euro 3,012 million (2005: euro 2,976 million) despite the 


adverse currency effects and high raw material prices referred to above. 


Segment revenues increased by 4.2% to euro 47,767 million (2005: euro 


45,861 million), growing at a slightly faster pace than sales volume.  
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The total number of BMW, MINI and Rolls-Royce brand vehicles delivered to 


customers in 2006 increased by 3.5% to 1,373,970 units (2005: 1,327,992 


units).  


 


BMW, MINI and Rolls-Royce brands each at the top of their respective 


segments in 2006  


 


All three brands – BMW, MINI and Rolls-Royce – headed the market in their own 


segments in 2006. The number of BMW brand cars sold increased by 5.2% to 


1,185,088 units (2005: 1,126,768) units. Sales of the BMW 1 Series rose by 


1.6% to 151,918 units. The BMW Group’s best-selling car, with 508,479 units 


sold, was the 3 Series, registering a sharp rise of 17.1%. The sales volume of the 


5 Series grew by 1.7% to 232,193 units. The number of 6 Series vehicles sold 


was down by 6% to 21,947 units. In the luxury class, the sales volume of the 7 


Series edged up by 0.3% to 50,227 units. The X3 again recorded strong growth, 


with the number of Sports Activity Vehicles increasing by 3.0% to 114,000 units. 


 


The sales volume of X5 was down by 25.8% to 75,321 vehicles due to model-


life cycle factors. The second generation of this successful model became 


available in the USA in November 2006, and after coming onto the markets in 


Europe in March, should generate a sharp sales volume increase. With its new 


and revised models, the Z4 also registered growth in 2006, with the sales 


volume advancing by 7.5% to 30,981 units. 


 


Restricted availability caused by capacity extension measures at the Oxford plant 


meant that the sales volume of the MINI decreased by 6.2% to 188,077 units 


(2005: 200,428 units). The MINI brand continues to generate a very high-value 


product mix. Including the convertible versions, almost 44% of customers opted 


for the MINI Cooper. More than 30% purchased the MINI model with the most 


powerful engine (the MINI Cooper S) and almost 26% opted for the MINI One.  


 


The second generation of the MINI was launched on the European markets on 


18 November 2006. The sales volume of the MINI should pick up sharply in the 


current year and exceed the previous high level registered in 2005.  


Rolls-Royce Motor Cars recorded a small increase in sales volume, with 805 


Phantom sold in 2006 (2005: 796 units /+1.1%). Since the Rolls-Royce marque 
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was launched in 2003 within the BMW Group, it has succeeded in increasing 


sales volume for the third time in succession. The Rolls-Royce model range 


continues to expand, the latest addition being the two-door Phantom Drophead 


Coupé presented at the Detroit Motor Show. Production of this vehicle is 


planned to start at the Goodwood plant in summer 2007. 


 


Motorcycle business continues to perform well 


 


The Motorcycle segment’s earnings performance again made good progress in 


2006, primarily on the back of sales volume growth and efficiency 


improvements. The segment profit before tax increased by 10.0% to euro 66 


million (2005: euro 60 million). Thanks to the on-going product initiative, 


segment revenues increased by 3.4% to euro 1,265 million (2005: euro 1,223 


million). For the first time, the annual sales volume figure surpassed the 100,000 


mark, rising by 2.7% to reach 100,064 units (2005: 97,474 units).  


 


Financial Services still on growth course   


 


The Financial Services segment continued to improve earnings in 2006. At euro 


685 million, the segment’s pre-tax profit rose by 13.2% (2005: euro 605 million) 


despite the higher level of refinancing costs. Revenues grew by 17.8% to euro 


11,079 million (2005: euro 9,408 million). At the year-end, 2,270,528 lease and 


financing contracts were in place with dealers and retail customers, representing 


an increase of 8.8%. The proportion of new BMW and MINI cars financed by the 


Financial Services segment increased to 42.4% (2005: 41.1%).  
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Capital expenditure increased  


 


In 2006, the BMW Group invested primarily in the further expansion of its 


production and sales networks. Capital expenditure was increased by 8.0% to 


euro 4,313 million (2005: euro 3,993 million). As a result of the higher level of 


up-front expenditure for new models, capitalised development costs recognised 


as assets in accordance with IFRS went up by 10.0% to euro 1,536 million 


(2005: euro 1,396 million). Capital expenditure for property, plant and equipment 


and other intangible assets increased by 6.9% to euro 2,777 million (2005: euro 


2,597 million), partly in connection with the expansion of the production network.  


 


The capital expenditure ratio (i.e. the ratio of capital expenditure to group 


revenues) increased slightly in 2006 and stood at 8.8% (2005: 8.6%). 


 


Car production volume at all-time high 


 


The BMW Group’s car production volume was also at an all-time high in 2006. In 


total, 1,366,838 BMW, MINI and Rolls-Royce brand cars were manufactured in 


2006, up by 3.3% (2005: 1,323,119 units). The BMW brand accounted for 


1,179,317 cars, representing an increase of 5.1% over the previous year. 


Capacity expansion measures at the Oxford plant resulted in the number of 


manufactured MINI brand vehicles falling by 6.7% to 186,674 units. In addition, 


847 Rolls-Royce Phantom left the Rolls-Royce plant in Goodwood, 22.4% more 


than one year earlier. 


 


Car sales volumes above previous year’s level in virtually all markets 


 


The USA continued to be the market with the largest sales volume for the BMW 


Group, with a total of 313,921 cars sold in the past year, up by 2.1% on a year-


on-year basis. A total of 816,829 cars was sold in Europe, 1.7% more than in the 


previous year. Germany remained, by far, the most important European market. 


However, due partly to the restricted availability of the MINI, the sales volume on 


this market was down by 2.8% to 287,715 vehicles. The BMW Group recorded 


its largest growth rates in Asia. In total, the sales volume there rose by 13.0% to 


142,084 units. Japan is the largest single market for the BMW Group in this 
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region, with the number of cars handed over to customers up by 5.6% to 62,115 


units. 


 


Workforce marginally higher than in the previous year 


 


The number of employees increased slightly during the past year. At the end of 


2006, the worldwide workforce comprised 106,575 employees, an increase of 


0.7% (31 December 2005: 105,798 employees). Approximately 75% of the 


workforce is employed in Germany, where the number of employees remained 


practically unchanged.  


 


* * * 


 


The full Annual Report for 2006 is available for download at 


www.bmwgroup.com. 


 


 


 


 


 


 


 


 


 


 


 


 



http://www.bmwgroup.com/
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The BMW Group – an Overview 


 2006                         2005 
Change 


 in % 


Vehicle production    


 
Automobiles 1,366,838 1,323,119 3.3 


Thereof: 
   BMW units 1,179,317 1,122,308 5.1 


   MINI  units 186,674 200,119 -6.7 


   Rolls-Royce  units 847 692 22.4 


Motorcycles  units 103,759 92,012 12.8 


    


Deliveries to customers    


 
Automobiles 1,373,970 1,327,992 3.5 


Thereof: 
   BMW units 1,185,088 1,126,768 5.2 


   MINI  units 188,077 200,428 -6.2 


   Rolls-Royce  units 805 796 1.1 


Motorcycles units 100,064 97,474 2.7 


     


Workforce at the end of the year1 106,575 105,798 0.7 


     


Operating cash flow  euro million 5,373 6,184 -13.1 


    


Revenues euro million 48,999 46,656 5.0 


Capital expenditure  euro million 4,313 3,993 8.0 


Profit before tax  euro million 4,124 3,287 25.5 


Thereof: 
   Automobiles  euro million 3,012 2,976 1.2 


   Motorcycles  euro million 66 60 10.0 


   Financial Services  euro million 685 605 13.2 


   Reconciliations  euro million 361 -354 - 


Income taxes  euro million 1,250 1,048 19.3 


Net profit  euro million 2,874 2,239 28.4 


Earnings per share2  euro 4.38/4.40 3.33/3.35 31.5 
1 figures exclude dormant employment contracts, employees in the work and non-work phases of pre-retirement part-time 


arrangements and low wage earners  
2 earnings per share in accordance with IAS 33 for common and preferred stock shares 
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For questions please contact: 


 


Corporate Communications 


 


Mathias Schmidt, Finance Communications 


Telephone: (+ 49 89) 382-24118, Fax: (+ 49 89) 382-24418 


 


Marc Hassinger, Business and Finance Communications 


Telephone: (+49 89) 382-23362, Fax: (+49 89) 382-24418 


Internet: www.press.bmwgroup.com 
e-mail: presse@bmwgroup.com 


 


 



http://www.press.bmwgroup.com/
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14 March 2007


Dr. Norbert Reithofer
Chairman of the Board of Management of BMW AG







BMW Group Annual Accounts 
Press Conference.
Business year 2006.


1. The world’s leading premium manufacturer in the 
automotive industry


2. Goals reached and, in some areas, exceeded: 
new records results for retail, revenues and 
earnings


3. Most successful year in the company’s history







BMW Group Annual Accounts 
Press Conference.
Goals – Business year 2007.


New retail record on group level


Financial result over last year’s reference value, 
adjusted for Rolls-Royce book gain







BMW Group Annual Accounts 
Press Conference. 
Passion for mobility.







BMW Group Annual Accounts 
Press Conference. 
Main points.


1. Report about the business year 2006


2. Outlook and goals for the business year 2007


3. BMW Group is well prepared for future 
challenges.


4. We assume responsibility and act in a future-
oriented way.







BMW Group Annual Accounts 
Press Conference. 
Main points.


1. Report about the business year 2006


2. Outlook and goals for the business year 2007


3. BMW Group is well prepared for future 
challenges.


4. We assume responsibility and act in a future-
oriented way.







Business year 2006.
BMW Group retail of automobiles.
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Business year 2006.
Deliveries of BMW Motorrad.
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Business year 2006.
Financial Services.
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Number of leasing and financing contracts administered [in millions]


2006


2.2712.087
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Business year 2006.
Revenues.


in bn€
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Business year 2006. 
Profit before tax. 
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Business year 2006.
Net profit.
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Business year 2006.
Proposed dividend.


BMW common stock


70 cents per share (+9.4 percent)


BMW preferred stock


72 cents per share (+9.1 percent)







Business year 2006.
Global workforce.
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BMW Group Annual Accounts 
Press Conference.
Main points.


1. Report about the business year 2006


2. Outlook and goals for the business year 2007


3. BMW Group is well prepared for future 
challenges.


4. We assume responsibility and act in a future-
oriented way.







Business year 2007.
Retail target.


New retail records for all three brands,
BMW, MINI and Rolls-Royce


More than 1.4 billion vehicles on group level


Growth rate in the higher single-digit
percentage range







Business year 2007.
New BMW models.


1 Series 3-door variant1 Series 3-door variant1 Series1 Series 3 Series Convertible3 Series Convertible


M5 TouringM5 Touring 5 Series Sedan/Touring5 Series Sedan/Touring X5X5







Business year 2007.
BMW 1 Series: New variant launched in May.







Business year 2007.
3 Series: Convertible with retractable hardtop.







Business year 2007.
1 Series, 3 Series, 5 Series: 
The backbone of the BMW brand.


1 Series
3 Series
5 Series
Other







Business year 2007.
New MINI Generation.


MINI One MINI Cooper D







Business year 2007.
Exciting model year – BMW and MINI.


Over 50,000 additional 
units sold from the first 
to the second quarter 
thanks to the new 
models. 


Q2/07Q1/07







Business year 2007.
Rolls-Royce Phantom Drophead Coupé.







Business year 2007.
New motorcycle models.


HP2 MegamotoK1200 R 


G 650 Xchallenge G 650 XmotoG 650 Xcountry







Outlook on the business year 2007.
Result target.


Adjusted for the book gain from the Rolls-Royce
exchangeable bond, we aim to exceed
the 2006 record pre-tax group earnings.
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Challenges.
The BMW Group is well prepared for the future.







Challenges.
BMW fleet consumption in Germany reduced 
by almost 30%.
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Challenges.
BMW EfficientDynamics: The BMW 1 Series 
as an example.







Challenges. 
Efficiency increases of the BMW 1 Series, 
3 Series and 5 Series.


New 118i: 5.9 liters of petrol/100km
New 118d: 4.7 liters of diesel/100km


Current 320i – 23 percent 
less fuel consumption


New 525i – 33 percent 
less fuel consumption







Challenges.
BMW EfficientDynamics: 
Optimization of engine technology.


4-cylinder petrol engine 4-cylinder diesel engine







Challenges. 
BMW EfficientDynamics: 
Intelligent energy management.


Basic powertrain
technology


Electrification /
Hybridization


Energy sources


Heat management


Additional drive systems


Exhaust treatment 
Evaporation measures


Light-weight 
construction


Rolling resistance


Aerodynamics







Challenges. 
BMW a pioneer in economic diesel technology: 
40 percent of BMW fleet with diesel engines.
in %
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Challenges. 
BMW EfficientDynamics: Hydrogen 7 as the 
world’s first hydrogen-powered sedan.







Challenges. 
BMW EfficientDynamics.


Many models with less than 140 g CO2 / km  
by the end of 2007:  from the 


MINI Cooper D to the BMW 520d


Many models with less than 140 g CO2 / km  
by the end of 2007:  from the 


MINI Cooper D to the BMW 520d


Sheer saving pleasureSheer saving pleasure


Maintain varietyMaintain variety
Different CO2 emission 


limits for different vehicle classes
Different CO2 emission 


limits for different vehicle classes


Sheer driving pleasureSheer driving pleasure







Challenges. 
Limit of 130 grams/CO2 from 2012 on: Average   
consumption of all cars in Europe 5.3 l/100 km.







Challenges. 
Integrated approach for the traffic sector.


Automotive 
manufacturers 


& suppliers


Fuel industry


Politics


Customer (market)
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Responsibility.
BMW Group acts as a good corporate citizen at 
all 23 global production locations.
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Tabelle1

		BMW Group

		10-year Comparison

						2006		2005		2004		2003		2002		2001		2000		2000		1999		1998		1997

						IASs/IFRSs		IASs/IFRSs		IASs/IFRSs		IASs/IFRSs		IASs/IFRSs		IASs/IFRSs		IASs/IFRSs		HGB		HGB		HGB		HGB

										adjusted 1]				adjusted 2]

		Deliveries to customers

		Automobiles 3]		units		1,373,970		1,327,992		1,208,732		1,104,916		1,057,344		905,657		1,011,874		1,011,874		1,180,429		1,187,115		1,196,096

		Motorcycles 4]		units		100,064		97,474		92,266		92,962		92,599		84,713		74,614		74,614		65,168		60,308		54,014

		Production

		Automobiles 3]		units		1,366,838		1,323,119		1,250,345		1,118,940		1,090,258		946,730		1,026,775		1,026,775		1,147,420		1,204,000		1,194,704

		Motorcycles 5]		units		103,759		92,012		93,836		89,745		93,010		90,478		74,397		74,397		69,157		60,152		54,933

		Financial Services

		Contract portfolio		contracts		2,270,528		2,087,368		1,843,399		1,623,425		1,443,236		1,297,702		1,317,150		970,747		1,010,839		855,250		719,861

		Business volume (based on balance sheet carrying amounts)		euro million		44,010		40,428		32,556		28,647		26,505		25,306		24,958		17,578		16,859		12,564		10,862

		Income Statement

		Revenues		euro million		48,999		46,656		44,335		41,525		42,411		38,463		37,226		35,356		34,402		32,280		30,748

		Gross profit percentage Group		%		23.1		22.9		23.2		22.7		22.8		25.3		22.8		18.1		16.4		16.0		17.1

		Gross profit percentage industrial operations		%		20.3		20.9		21.9		22.1		22.7		24.0		23.5		-		-		-		-

		Gross profit percentage financial operations		%		11.4		12.0		12.5		12.3		10.5		16.0		12.0		-		-		-		-

		Profit before financial result		euro million		4,050		3,793		3,774		3,353		3,505		3,356		2,065		1,578		931		1,232		1,451

		Profit before tax		euro million		4,124		3,287		3,583		3,205		3,297		3,242		2,032		1,663		1,111		1,061		1,293

		Return on sales (EBT/revenues)		%		8.4		7.0		8.1		7.7		7.8		8.4		5.5		4.7		3.2		3.3		4.2

		Income taxes		euro million		1,250		1,048		1,341		1,258		1,277		1,376		823		637		448		537		590

		Effective tax rate		%		30.3		31.9		37.4		39.3		38.7		42.4		40.5		38.3		40.3		50.6		45.6

		Net profit/ - loss for the year		euro million		2,874		2,239		2,242		1,947		2,020		1,866		1,209		1,026		-2,487 6]		462		638

		Balance sheet

		Non-current assets		euro million		50,514		47,556		40,822		36,921		34,667		31,282		30,079		20,056		19,857		18,586		16,735

		Current assets		euro million		28,543		27,010		26,812		24,554		20,844		19,977		19,261		15,819		17,650		12,053		10,506

		Equity		euro million		19,130		16,973		16,534		16,150		13,871		10,770		9,432		4,896		3,932		6,445		5,240

		Equity ratio Group		%		24.2		22.8		24.4		26.3		25.0		21.0		19.1		13.6		10.5		21.0		19.2

		Industrial operations		%		40.6		39.1		41.6		45.4		43.1		37.0		35.9		19.1		11.9		28.7		25.3

		Financial operations		%		10.4		10.4		9.7		9.8		9.4		8.4		8.1		8.0		8.7		10.0		10.0

		Non-current provisions and liabilities		euro million		31,372		29,509		26,517		22,090		20,028		19,223		17,386		13,457		14,785		9,331		10,288

		Current provisions and liabilities		euro million		28,555		28,084		24,583		23,235		21,612		21,266		22,522		17,522		18,790		14,863		11,713

		Balance sheet total		euro million		79,057		74,566		67,634		61,475		55,511		51,259		49,340		35,875		37,507		30,639		27,241

		Cash flow statement

		Cash and cash equivalents at balance sheet date		euro million		1,336		1,621		2,128		1,659		2,333		2,437		2,927		2,879		2,055		1,935		1,257

		Operative cash flow 8]		euro million		5,373		6,184		6,157		4,970		4,553		4,304		3,966		-		-		-		-

		Capital expenditure		euro million		4,313		3,993		4,347		4,245		4,042		3,516		2,781		2,138		2,155		2,179		2,311

		Capital expenditure (capital expenditure/revenues)		%		8.8		8.6		9.8		10.2		9.5		9.1		7.5		6.0		6.3		6.8		7.5

		Personnel

		Workforce at the end of year 7]				106,575		105,798		105,972		104,342		101,395		97,275		93,624		93,624		114,952		118,489		117,624

		Personnel cost per employee		euro		76,621		75,238		73,241		73,499		69,560		66,711		63,548		62,307		55,710		51,703		50,493

		Dividend

		Dividend total		euro million		458		419 9]		419		392		351		350		310		310		269		234		203

		Dividend per share of common stock/preferred stock		euro		0.70/0.72		0.64/0.66		0.62/0.64		0.58/0.60		0.52/0.54		0.52/0.54		0.46/0.48		0.46/0.48		0.40/0.42		10.23/10.74		10.23/10.74

		1] adjusted for new accounting treatment of pension obligations

		2] reclassified after harmonisation of internal and external reporting systems

		3] including Rover Cars up to 9 May 2000 and Land Rover up to 30 June 2000

		4] excluding C1, sales volume to 2003: 32,859 units

		5] up to 1999 including BMW F650 assembly by Aprilia S.p.A., from 2006 including BMW G650X assemply by Piaggio S.p.A./ excluding C1 production by Bertone, production volume C1 up to 2002: 33,489 units

		6] the net profit before exceptional items amounted to euro 663 million

		7] figures since 1998 exclude dormant employment contracts, employees in the non-work phases of pre-retirement part-time arrangements and low wage earners

		8] figures available since 2000

		9] adjustment to dividend due to acquisition of treasury shares
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Statement by  
Dr. Norbert Reithofer, 
Chairman of the Board of Management of BMW AG, 
Annual Accounts Press Conference 
Munich, 14 March 2007  
 
 
Ladies and Gentlemen, 


 


I am pleased to see that our company’s development is of interest to you. 


Welcome to our Annual Accounts Press Conference! 


 


What has the BMW Group accomplished in the business year 2006? 


 


1. We continue to be the world’s leading premium manufacturer in the 


automotive industry. 


2. We have reached our goals and, in some areas, have even 


exceeded them. The BMW Group has achieved new record results 


with regards to retail, revenues and earnings. 


3. This makes 2006 the most successful year in our company’s history 


so far. 


 


Where is the BMW Group headed? 


 


We aim to achieve a new record retail on Group level in 2007 as well as a 


financial result exceeding that of the previous year – adjusted for the book gain 


from the Rolls-Royce exchangeable bond. 
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Ladies and Gentlemen, 


 


Our goals for 2006 were very ambitious. We even achieved more than we 


expected, which shows our company’s strength. 


 


Please remember that we had to offset substantial external burdens again in 


2006. This was due to unfavorable currency effects as well as high raw 


material prices. 


 


Again, we managed to offset these additional burdens and to stay on course 


for our earnings target. 


 


This has been possible because, on the one hand, we continue to raise sales 


consistently and to improve our product mix. This is a result of our ongoing 


product and market initiative. 


 


On the other hand – and this is as important to me – we have highly efficient 


processes in place. We are continuously improving in all areas of the company. 


To this end, we are persistently putting our structures to the test. 


 


You may know that, in the last few years, I put a strong emphasis on raising 


value creation within our international production network. Today, this network 


is highly flexible and efficient. 


 


The same criteria are now being applied to the entire company. 


 


Today I can state: The BMW Group’s operational position is better than ever 


before. 


 







 


 


 


  Media Information 
Date  14 March 2007 


Subject  Statement by Dr. Norbert Reithofer, Chairman of the Board of Management  
of BMW AG, Annual Accounts Press Conference 2007 


Page  3 
 


 


 


 


 


And we continue to work on the efficiency of our internal structures and 


processes. As we see it, agility is a crucial prerequisite for mastering current 


challenges. 


 


Because that is exactly the road we are travelling on: Our highly efficient 


organization allows us to set ourselves ambitious goals – and to reach them. 


This strategy has served us well so far. 


 


Our corporate success is represented by all our employees – by their day-to-


day performance, their know-how and their outstanding passion for mobility. 


 


This is true for our automotives and for our motorcycle business as well as for 


vehicle-related services. A variety of surveys has time and again ranked the 


BMW Group among the most popular employers. 


 


Why is this so? I believe: Because we demand high performance and we 


support high performance and because we share our success with our 


employees. People enjoy working for us. They identify with the company and 


our products. This raises motivation and makes our company strong. 


 


We will continue to build on this strength in the future. This is first of all true 


given the tremendous challenges that lie ahead. In a nutshell:  


 


The automotive industry is facing a fundamental paradigm shift. 


 


This is why today I am going to talk about the environment in which we as a 


premium manufacturer will be acting in the future. Which challenges will we 


face? 
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We are well-prepared for the future – thanks to our ongoing product and 


market initiative as well as our strategy for efficient and sustainable power 


drive concepts, summarized under the term BMW EfficientDynamics. 


 


I am also going to tell you how the BMW Group assumes its responsibility 


within our society. 


 


But let me start with the report about the business year 2006 and an outlook on 


the group’s goals for the current business year 2007. 


 


Report about the business year 2006 
 


I would like to begin with the previously announced key data for 2006: 


 


• The group retail of automobiles has risen to more than 1.37 million 


vehicles – an increase of 3.5 percent over 2005. This means that we 


have grown more strongly than the total automotive market as well as 


the premium segment. BMW is the world’s most successful premium 


brand. MINI remains without any doubt the most successful premium 


brand in the small car segment. And Rolls-Royce continues to be the 


number one in the ultra-luxury segment. I could also put our 2006 retail 


accomplishments in other words: 


 


Never before have more customers put their trust in us. 


 


• The same is true for our motorcycle business. In 2006, for the first time 


ever, over 100,000 customers have decided to buy one of our 


motorcycles. BMW Motorrad has thus been able to improve by 2.7 


percent compared to the previous year. 
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• Our financial services business again showed strong growth rates. The 


number of leasing and financing contracts with dealerships and end 


customers administered by the end of the year has risen to more than 


2.2 million contracts. This is an increase of 8.8 percent over 2005. 


 


Given the increase in retail and the continuous growth of financial services, 


revenues and earnings of the BMW Group developed as follows: 


 


• Revenues rose by 5 percent to a new record of about 49 billion euros.  


 


• Profit before tax also grew substantially. For the first time ever, we beat 


the magic mark of four billion Euros – 4.124 billion euros to be exact, 


thus exceeding our result target. We outdid last year’s reference value 


by 25.5 percent. As you know, there were positive effects amounting to 


372 million euros from the exchangeable note on shares in Rolls-Royce 


plc, London. But even excluding this book profit, the result increased 


compared to last year.  


 


• Along with revenues and earnings, the annual net profit also reached a 


new record level of over 2.87 billion euros, 28.4 percent more than in 


2005. 


 


For this reason, the Board of Management and the Supervisory Board plan to 


propose a significant increase in the dividend at this year’s AGM. The 


unappropriated profit available for distribution of 458 million euros is to be 


distributed to shareholders of common stock at 70 cents per share, resulting in 


a 9.4 percent dividend increase. Shareholders of preferred stock will receive a 


dividend of 72 cents per share, resulting in a 9.1 percent increase. This 
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dividend payment reflects the excellent business development of this past 


year. 


 


BMW stock also underscores the steady corporate development by showing a 


positive value development at low volatility. At the last trading day of the year 


2006, BMW common stock was listed 17 percent higher than at the start of the 


year. In the same time period, BMW preferred stock increased by 34.3 percent. 


 


Over the last ten years, BMW stock has risen by more than 150 percent, thus 


growing more strongly than the DAX. 


 


At the end of the year 2006, the BMW Group employed a workforce of 106,575 


people – 0.7 percent more than the year before. Following a strong increase in 


headcount between 2000 and 2005, we are now mostly balancing fluctuation. 


About 1,200 young people started professional training with our company last 


year. 


 


Overall, the BMW Group employed over 4,300 apprentices at the end of 2006. 


This is how we assume our responsibility for future generations. 


 


Outlook and goals for 2007 
 


The successful year 2006 is the foundation or – in automotive terms – the well-


paved road needed for accelerating in the new business year. These days, I 


would like to add: Obviously under consideration of an acceptable CO2 


emission level. But I will come to this point later. 


 


You already know our 2007 retail target: 
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• We expect a notable rise at BMW, MINI and Rolls-Royce to new retail 


records for all three brands. 


 


• On a Group level, we intend to sell more than 1.4 million vehicles. This 


means that we aim to show a growth rate in the higher single-digit 


percentage range. 


 


Over the course of the year, we will – so to speak – shift up a gear and gain 


more and more momentum. This means: Our 2007 retail development will be a 


mirror image of 2006. This year, we expect a moderate start, to be followed by 


strong increases mainly in the second half of the year. 


 


Over the first two months of the year, retail volume has risen slightly compared 


with the previous year, by 1.6 percent to over 191,000 vehicles. 


 


We are launching various new models a few days from now. They will be the 


prelude to an exciting model year. 


 


But much more important than the number of new models is their technological 


standard. At the Geneva International Motor Show, the first few of our new 


models were received very positively. So we are confident that these vehicles 


are going to be popular with customers while at the same time setting new 


trends and standards – not only in terms of technical innovation, comfort and 


design, but also in terms of efficiency and thus lower fuel consumption. 


 


The current new models of the BMW brand are: 


 


• the new 3 Series Convertible, for the first time equipped with a 


retractable hardtop 
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• the new X5, now also available in Europe and Asia 


• the model update of the BMW 5 Series Sedan and Touring as well as 


the new M5 Touring 


• the model update BMW 1 Series 


• and, from May on, a completely new three-door variant of the BMW 1 


Series. 


 


With our BMW 1 Series, we are the only manufacturer that offers a premium 


rear-wheel drive vehicle in the compact class. This concept has worked very 


well. Between the launch in 2004 and the end of 2006, we sold more than 


340,000 units of the five-door variant worldwide. 


 


It is a proven fact that we have won new customers for the BMW brand. In 


Germany alone, seven out of ten 1 Series customers have not previously 


owned a BMW vehicle. Today, the 1 Series is the third most important BMW 


model range in terms of retail. This gives us very good reason to extend the 


model range. And I can assure you: There is still plenty of potential to tap 


beyond the new three-door variant. 


 


As regards the BMW 3 Series – the “World Car of the Year” 2006 – we are 


completing the update of the model range by introducing the convertible. For 


the fifth time in our corporate history, we sold in 2006 more than half a million 


BMW 3 Series vehicles within one year.  


 


The 3 and 1 Series combined account for over half of the BMW brand’s retail 


today. They are the brand’s backbone. And when you add the 5 Series, this 


makes three quarters of BMW retail.  
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The reason why I am emphasizing this is because the high-performance 


product portfolio of German premium manufacturers is also a topic in the 


current CO2 debate. 


 


The BMW brand’s image of sporting flair and driving dynamics results from the 


large, high-performance vehicles such as the BMW 6 and 7 Series, the X5 and 


of course the M-models. Step by step, state-of-the-art technologies from these 


models are being applied to the entire model portfolio, thus becoming available 


to all our customers. This makes these vehicles so important for the BMW 


brand. 


 


The product initiative is also continuing at MINI this year: 


 


• The new MINI generation was launched in the US in February and is 


being made available to Japanese customers starting this March. 


• The MINI Cooper D is the new diesel variant to complement the MINI 


family. It sets new standards concerning fuel consumption and CO2 


emissions: 4.4 liters of fuel for 100 kilometers and 118 grams of CO2 


per kilometer. 


• In addition, there will be a new member of the MINI family – the MINI 


Clubman. 


 


So what is the importance of the just mentioned new BMW and MINI models 


for this year’s retail volume? 


 


From the first to the second quarter alone, we expect retail to increase by an 


additional 50,000-plus units – thanks to these new models.  


 


At the same time, these new models show that we have thought ahead. 


Development cycles are relatively long in our industry. The vehicles we are 
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launching today meet tomorrow’s demands on efficiency and climate 


protection, thus setting new standards in their respective classes. Given that, 


the new models really give us a competitive edge. 


 


So you see: We have been working on efficient and environmentally-friendly 


vehicles for many years. And we have implemented this approach in our 


strategy early on. 


 


Apart from these models, there will be further product innovations this year. 


 


A specific example from Rolls-Royce: the Phantom Drophead Coupe. The 


scheduled 2007 production volume for this convertible has already been 


completely pre-ordered. As you know, we will also launch another new model 


below the Phantom in the next few years. 


 


And at BMW Motorrad, the model initiative is also running at full steam this 


year. At present, five new models are being introduced. More are due to follow 


over the course of the year.  


 


Our retail growth is the foundation of our financial performance in the business 


year 2007. In this regard, our goal is as follows: 


 


Adjusted for the book gain from the Rolls-Royce exchangeable bond, we aim 


to exceed the 2006 record pre-tax result. 


 


To what extent we will be able to improve our performance compared with the 


previous year will strongly depend on the impact of currency effects, raw 


material prices, the development of interest rates and the competitive 


environment. However, we expect additional burdens from external factors to 


be lower than in 2006. 
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BMW Group is well prepared for future challenges 
 


Ladies and Gentlemen, 


 


The BMW Group’s business activities do not focus on short-term profit 


maximization. 


 


We follow a long-term strategy with profitable growth being our top priority. 


 


This strategy guarantees business continuity and our employees’ jobs. After 


all, 2006 marked the 90th year of existence for our company. 


 


And we intend to continuously increase the value of our company. This is what 


our Board of Management team stands for.  


 


We are well aware of the complexity of the tasks ahead. In our strategic 


process, we have consistently and comprehensively analyzed both our 


business environment and our own future strategic direction. 


 


The implementation of initial solutions is going to begin as early as this year. 


And I can already tell you at this point that all strategic options are going to 


concentrate on the BMW Group’s profitable growth. 


 


Which answers does the BMW Group provide concerning the challenges of the 


future? 


 


We are further advancing our company’s internationalization by entering new 


growth markets. Let me give you two examples here: 
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•  In late March, our assembly plant in India is going to start 


production. Our sales subsidiary in Delhi has already started 


operations at the beginning of the year. 


 


• In our second-largest MINI retail market, the UK, we have further 


expanded our MINI production network. 


 


We are going to continue our successful product initiative by launching new 


products. One of the two new model ranges announced for 2008 and beyond 


will be produced at our American Plant Spartanburg. The model in question is 


the X6. 


 


By continuing our product and market initiative, we fulfill our long-term 


responsibility towards all stakeholders. 


 


Ladies and Gentlemen, 


 


Our customers are at the core of all our efforts. 


 


They identify with our products and brands in a unique way. Each customer 


deliberately decides to buy a BMW, a MINI, a Rolls-Royce or a BMW 


motorcycle. And most customers stay loyal to our brands. 


 


• As the leading premium manufacturer and due to the strong and 


emotional customer loyalty, we have highest demands on quality. 


 


• We offer customers top-class vehicles and motorcycles that are among 


the best as far as quality is concerned. 
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• For the benefit of our customers, we also promote technological 


advances. Our innovations provide our customers with a continuous 


increase in “sheer driving pleasure” through state-of-the-art safety and 


comfort features. Because for our customers, their automobile is more 


than a means of transportation. 


 


• This is why we meet our customers’ desire for a vehicle that meets their 


individual requests and requirements. Throughout the last years in 


particular, we have developed several new vehicle concepts. 


 


• But our responsibility for the customer does not end here. It also 


includes a sustainable business development. 


 


We want to continue to offer our customers individual mobility in premium 


vehicles in the future. This will only work if our natural environment does not 


suffer. Therefore, we have a fundamental and vital interest in protecting the 


environment and in saving natural resources. It cannot be overlooked any 


longer that the global climate is changing. This is why all of us have to do more 


for the environment and climate protection in the future. 


 


We as the BMW Group have already accomplished a lot: 


 


Between 1990 and 2005, we reduced BMW fleet consumption in Germany by 


almost 30 percent. 


 


This reduction in fuel consumption has to be appreciated and valued even 


more since new safety standards like airbags and side-impact-protection as 


well as legal requirements on after-treatment of exhaust gases have increased 


consumption over the years. 
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In other words: Our vehicles have become safer and cleaner while at the same 


time guaranteeing higher performance and lower fuel consumption. I would call 


that progress. 


 


Just three examples: 


 


• The new BMW 118i consumes 5.9 liters of fuel per 100 km. Its 


predecessor from the model year 2004 still used 7.3 liters. This is a 


decrease of 20 percent, reached over a very short time period. The new 


118d needs 4.7 liters of diesel per 100 km. 


 


• The current BMW 320i uses 23 percent less fuel than the 1983 model. 


This has been achieved despite a 20 percent increase in performance 


and an additional 300 kilograms in weight. 


 


• Consumption of the new 525i has been lowered by 33 percent 


compared to its 1982 predecessor – again despite the fact that its 


performance has increased by 45 percent and its weight by 16 percent. 


 


These reductions in fuel consumption have been achieved thanks to our 


EfficientDynamics strategy. 


 


This strategy combines various innovations with different timeframes but one 


common goal: Lower fuel consumption and CO2 emissions at higher 


performance and driving dynamics. So “sheer driving pleasure” actually makes 


protecting the environment a pleasure. 
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• At present, the optimization of our engine technology plays a key role – 


as the examples have shown. There is good reason why we are called 


“Bayerische Motoren Werke”. 


Since 2001, we have introduced the fully-variable valve control 


Valvetronic in the vast majority of new BMW petrol engine families, thus 


considerably lowering fuel consumption. At MINI, the second generation 


has completely new and highly economic engines. These engines are 


developed in cooperation with PSA. 


For BMW, we are about to launch new four-cylinder petrol engines with 


direct injection and lean-burn mode as well as new high-end diesel 


engines. They will first be available for the new BMW 1 and 5 Series 


vehicles. In combination with other measures, these engines are going 


to lower fuel consumption – depending on the model – by up to 20 


percent. This is major progress. 


 


• EfficientDynamics furthermore comprises an intelligent energy 


management. This includes the regeneration of brake energy, light-


weight construction, aerodynamics as well as the automatic start/stop 


function.  


Contrary to other manufacturers, we are going to introduce over time 


these measures throughout the entire fleet. Only this guarantees a 


broad effect. 


 


• In the medium term, hybrid with all its aspects will be another element 


of EfficientDynamics. As we see it, hybrid technology is one interesting 


possibility for raising the efficiency of traditional powertrains. This is 


why we are currently working on developing a typical BMW solution as 


an “add-on” for our combustion engines. To this end, we have 


established a new cooperation with DaimlerChrysler. Series maturity is 


expected from 2009 on. 
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• As regards fuel consumption and CO2 emissions, an efficient BMW 


diesel vehicle can definitely bear comparison with a comparable hybrid 


vehicle. It is well known in our industry that BMW is a global pioneer in 


the development of efficient and economic diesel engines: In 2006, 40 


percent of all BMW vehicles delivered to customers around the world 


were equipped with an efficient diesel engine. 


There are even markets in Europe where 90 percent of all BMW 


vehicles sold are diesels.  


 


• For the long term, we consider hydrogen in the combustion engine the 


most sustainable solution. With the BMW Hydrogen 7, we already 


demonstrate today that driving without fossil fuels and emissions can 


be done. We have received a lot of praise for this vehicle, mainly 


internationally. It is a matter of course that we still have a long way to 


go.              An efficient infrastructure and the regenerative production 


of hydrogen are the keywords here. But every journey starts with the 


first step. 


 


BMW EfficientDynamics is a unique package of innovations that sets new 


standards in our industry. And the variety of approaches shows: Just like in any 


other industry, there is not one and only one solution here. 


 


We will persistently continue along this course. I am absolutely convinced: 


 


Climate protection and “sheer driving pleasure” can fit extremely well together. 


With EfficientDynamics, we have revolutionized “sheer driving pleasure”. 
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To this end, we are about to launch a variety of models that emit less than 140 


grams of CO2 per kilometer. By the end of the year, there will be a wide range 


of vehicles available – from the MINI Cooper Diesel to the BMW 520d. 


 


Customers will continue to have very different demands and tastes regarding 


vehicles. So we need to maintain the variety of vehicles on our streets in the 


future. 


 


So mid-sized and luxury vehicles must not be compared with small and micro 


cars concerning their CO2 emissions. 


 


We call for different CO2 emission limits for different vehicle classes and sizes. 


Anything else is not physically possible and is not economically sound. 


 


The target limit of 130 grams of CO2 per kilometer from 2012 on means that, in 


the future, the average fuel consumption of cars in Europe will be below 5.3 


liters per 100 kilometers.  


 


In order to meet this goal, all vehicles have to make a contribution – also the 


smaller ones. Due to their considerably higher market share, the ecological 


impact is clearly greatest in the mid-size and small car segments. 


 


When it comes to the traffic sector in general, the only reasonable way to reach 


the goal is applying an integrated approach. 


 


It is vital to include bio-fuels and traffic infrastructure in order to tap the 


reduction potentials of the entire passenger car fleet and not only that of new 


cars. After all, we are talking about around 220 million passenger cars in the 


EU here. 
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We will continue to make our contribution. But: Climate protection is a joint 


effort! No one can solve such a task alone. 


 


The BMW Group assumes responsibility and acts in a future-oriented 
way 
 


As the leading premium manufacturer, we accept responsibility in many areas. 


And that is exactly what we do. Environmental protection is one part of it – but 


a part that comprises much more than our vehicles’ CO2 emissions. 


 


Let me give you an example here: Over the last ten years, we have reduced 


our company’s energy consumption by more than 26 percent, CO2 emissions 


by about 24 percent. 


 


But acting responsibly also means assuming responsibility for our more than 


100,000 employees and their families, for our suppliers and our sales 


subsidiaries all over the world. So all in all, we assume responsibility for 


several hundred thousand people.  


 


We save resources at all our 23 production locations worldwide, and we act as 


a good corporate citizen. 


 


Social responsibility is an important element in our long-term strategy. We 


know from experience: Social commitment pays off. 


 


And while social responsibility cannot be found on the balance sheet or the 


income statement, it is nevertheless a determining factor in establishing the 


value of a company such as the BMW Group. 
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As far as corporate sustainability is concerned, the BMW Group was again 


ranked as best automobile company in the Dow Jones Sustainability Rating in 


2006. We are the only company in our sector to be listed in this key 


sustainable investment index family. 


 


A healthy company is an economically successful one. And: it assumes social 


responsibility for customers and all the other stakeholders alike, but also for the 


environment. In the end, this helps enhance a company’s viability. 


 


We will strive to increase our company’s value further, thus guaranteeing our 


business success and profitability into the future. Thank you for your attention! 


 
 
 
 







Konzernabschluss-1.xls
PnL

		BMW Group

		Group and sub-group Income Statements

				Group						Industrial operations*						Financial operations*

		in euro million		2006		2005				2006		2005				2006		2005

		Revenues		48,999		46,656				49,227		47,206				11,349		9,801

		Cost of sales		-37,660		-35,992				-39,238		-37,343				-10,050		-8,623

		Gross profit		11,339		10,664				9,989		9,863				1,299		1,178

		Sales and administrative costs		-4,972		-4,762				-4,464		-4,312				-535		-479

		Research and development costs		-2,544		-2,464				-2,544		-2,464				-		-

		Other operating income and expenses		227		355				176		275				50		24

		Profit before financial result		4,050		3,793				3,157		3,362				814		723

		Result from equity accounted investments		-25		14				-25		14				-		-

		Other financial result		99		-520				383		-488				-33		46

		Financial result		74		-506				358		-474				-33		46

		Profit before tax		4,124		3,287				3,515		2,888				781		769

		Income taxes		-1,250		-1,048				-1,066		-934				-246		-242

		Net profit		2,874		2,239				2,449		1,954				535		527

		Attributable to minority interest		6		-				6		-				-		-

		Attributable to shareholders of BMW AG		2,868		2,239				2,443		1,954				535		527

		Earnings per share

		of common stock in euro		4.38		3.33

		Earnings per share

		of preferred stock in euro		4.40		3.35

		*before consolidation of transactions between the sub-groups; unaudited





BS Assets

		BMW Group

		Group and sub-group Balance Sheets at 31 December

		Assets		Group						Industrial operations*						Financial operations*

		in euro million		2006		2005				2006		2005				2006		2005

		Intangible assets		5,312		4,593				5,276		4,569				36		24

		Property, plant and equipment		11,285		11,087				11,260		11,060				25		27

		Leased products		13,642		11,375				254		230				16,364		14,110

		Investments accounted for using the

		equity method		60		94				60		94				-		-

		Other investments		401		1,178				388		1,147				13		31

		Receivables from sales financing		17,865		17,202				-		-				17,865		17,202

		Financial assets		816		642				61		126				755		516

		Deferred tax		755		772				1,192		1,144				-1,828		-1,674

		Other assets		378		613				875		908				255		273

		Non-current assets		50,514		47,556				19,366		19,278				33,485		30,509

		Inventories		6,794		6,527				6,784		6,521				10		6

		Trade receivables		2,258		2,135				2,214		2,086				44		49

		Receivables from sales financing		12,503		11,851				-		-				12,503		11,851

		Financial assets		3,134		2,654				2,348		2,022				786		632

		Current tax		246		267				222		238				24		29

		Other assets		2,272		1,955				5,574		3,411				772		753

		Cash and cash equivalents		1,336		1,621				1,235		1,372				101		249

		Current assets		28,543		27,010				18,377		15,650				14,240		13,569

		Total assets		79,057		74,566				37,743		34,928				47,725		44,078

		Total assets adjusted for

		asset backed financing transactions		74,556		70,667				-		-				43,224		40,179

		*before consolidation of transactions between the sub-groups; unaudited





BS Equity & Liabilities

		BMW Group

		Group and sub-group Balance Sheets at 31 December

		Equity and liabilities		Group						Industrial operations*						Financial operations*

		in euro million		2006		2005				2006		2005				2006		2005

		Subscribed capital		654		674

		Capital reserves		1,911		1,971

		Revenue reserves		18,121		16,351

		Accumulated other equity		-1,560		-1,517

		Treasury shares		-		-506

		Minority interest		4		-

		Equity		19,130		16,973				15,315		13,672				4,965		4,581

		Pension provisions		5,017		5,255				4,983		5,220				34		35

		Other provisions		2,865		3,243				2,462		2,921				403		322

		Deferred tax		2,758		2,522				2,012		1,611				464		658

		Financial liabilities		18,800		16,830				882		1,070				17,918		15,760

		Other liabilities		1,932		1,659				1,458		1,224				1,732		1,457

		Non-current provisions and liabilities		31,372		29,509				11,797		12,046				20,551		18,232

		Other provisions		2,671		2,663				2,489		2,367				207		328

		Current tax		567		462				437		322				130		140

		Financial liabilities		17,656		17,838				1,407		655				16,249		17,183

		Trade payables		3,737		3,544				3,288		3,118				449		426

		Other liabilities		3,924		3,577				3,010		2,748				5,174		3,188

		Current provisions and liabilities		28,555		28,084				10,631		9,210				22,209		21,265

		Total equity and liabilities		79,057		74,566				37,743		34,928				47,725		44,078

		Total equity and liabilities adjusted for

		asset backed financing transactions		74,556		70,667				-		-				43,224		40,179

		*before consolidation of transactions between the sub-groups; unaudited





Cash Flow

		BMW Group

		Group and sub-group Cash Flow Statements

				Group						Industrial operations*						Financial operations*

		in euro million		2006		2005				2006		2005				2006		2005

		Net profit		2,874		2,239				2,449		1,954				535		527

		Depreciation of leased products		3,808		3,441				4		5				3,560		2,899

		Depreciation and amortisation of tangible, intangible and investment assets		3,340		3,025				3,315		2,997				25		28

		Change in provisions		137		764				236		441				-104		304

		Change in deferred taxes		242		236				77		-54				227		418

		Other non-cash income and expense items		-329		176				-436		342				107		-166

		Gain/loss on disposal of non-current assets and marketable securities		-68		-99				-70		-99				2		-

		Result from equity accounted investments		25		-14				25		-14				-		-

		Changes in current assets and liabilities

		-Change in inventories		-265		187				-261		184				-4		3

		-Change in receivables		-566		-239				-330		-73				-70		218

		-Increase in liabilities		782		975				364		501				329		276

		Cash inflow from operating activities		9,980		10,691				5,373		6,184				4,607		4,507

		Investment in intangible assets and property, plant and equipment		-4,313		-3,875				-4,272		-3,834				-41		-41

		Proceeds from the disposal of intangible assets and property, plant and equipment		39		42				31		39				8		3

		Expenditure for investments		-29		-74				-24		138				-5		-212

		Proceeds from the disposal of investments		110		13				76		6				34		7

		Proceeds from sale of Land Rover		-		1,000				-		1,000				-		-

		Investment in leased products		-10,754		-9,461				-392		-369				-10,362		-9,092

		Disposals of leased products		3,719		3,197				364		355				3,355		2,842

		Additions to receivables from sales financing		-50,313		-45,365				-		-				-50,313		-45,365

		Payments received on receivables from sales financing		47,848		42,634				-		-				47,848		42,634

		Investment in marketable securities		-2,654		-455				-2,619		-183				-35		-272

		Proceeds from marketable securities		2,677		381				2,419		381				258		-

		Cash outflow from investing activities		-13,670		-11,963				-4,417		-2,467				-9,253		-9,496

		Buy-back of treasury shares		-253		-506				-253		-506				-		-

		Payment of dividend for the previous year		-419		-419				-419		-419				-		-

		Proceeds from the issue of bonds		6,876		5,819				1		-				6,875		5,819

		Repayment of bonds		-4,491		-3,432				-1		-				-4,490		-3,432

		Internal financing of financial operations		-		-				-1,040		-3,456				1,040		3,456

		Change in financial liabilities		1,027		-214				-129		-108				1,156		-106

		Change in commercial paper		583		-549				644		129				-61		-678

		Cash inflow/outflow from financing activities		3,323		699				-1,197		-4,360				4,520		5,059

		Effect of exchange rate and changes in composition of group on

		cash and cash equivalents		82		66				104		18				-22		48

		Change in cash and cash equivalents		-285		-507				-137		-625				-148		118

		Cash and cash equivalents as at 1 January		1,621		2,128				1,372		1,997				249		131

		Cash and cash equivalents as at 31 December		1,336		1,621				1,235		1,372				101		249

		*unaudited





Segments

		BMW Group

		Segment information by business segment

						Automobiles						Motorcycles						Financial Services						Reconciliations						Group

		in euro million				2006		2005				2006		2005				2006		2005				2006		2005				2006		2005

		Revenues with third parties				37,948		37,247				1,255		1,217				9,603		8,073				193		119				48,999		46,656

		Change compared to previous year		%		1.9		2.3				3.1		19.1				19.0		18.2				62.2		40.0				5.0		5.2

		Inter-segment revenues				9,819		8,614				10		6				1,476		1,335				-11,305		-9,955				-		-

		Change compared to previous year		%		14.0		40.2				66.7		-14.3				10.6		-4.4				13.6		31.9				-		-

		Total revenues				47,767		45,861				1,265		1,223				11,079		9,408				-11,112		-9,836				48,999		46,656

		Change compared to previous year		%		4.2		7.8				3.4		18.9				17.8		14.4				13.0		31.8				5.0		5.2

		Gross profit				9,636		9,512				322		315				1,215		1,067				166		-230				11,339		10,664

		Profit before financial result				3,055		3,080				75		67				689		622				231		24				4,050		3,793

		Change compared to previous year		%		-0.8		-7.7				11.9		76.3				10.8		20.8				862.5		-120.5				6.8		0.5

		Result from equity method accounting				-25		14				-		-				-		-				-		-				-25		14

		Other financial result				-18		-118				-9		-7				-4		-17				130		-378				99		-520

		Profit before tax				3,012		2,976				66		60				685		605				361		-354				4,124		3,287

		Change compared to previous year		%		1.2		-5.9				10.0		93.5				13.2		17.5				-		-				25.5		-8.3

		Return on sales		%		6.3		6.5				5.2		4.9				6.2		6.4				-		-				8.4		7.0

		Significant non-cash items				-117		802				12		3				3,475		2,803				30		478				3,400		4,086

		Internal financing				5,552		6,017				144		141				4,095		3,346				272		145				10,063		9,649

		Capital expenditure				4,185		3,832				64		76				42		40				22		45				4,313		3,993

		Depreciation and amortisation				3,159		2,903				77		91				24		28				12		3				3,272		3,025

		Additions to leased products				392		369				-		-				10,362		9,092				-2,232		-2,259				8,522		7,202

		Investments accounted for using the equity method				60		94				-		-				-		-				-		-				60		94

		Assets				27,227		25,679				687		602				50,529		47,270				614		1,015				79,057		74,566

		Liabilities				20,069		19,692				396		377				44,480		41,318				-5,018		-3,794				59,927		57,593

		Average workforce during the year				95,920		96,436				2,816		2,859				3,315		2,958				1,676		1,293				103,727		103,546
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Ladies and Gentlemen, 


 


I would like to comment on the financial statements for the business year 2006 


and present to you the factors that had the largest impact on our results. 


 


Overview of 2006  


 


The past business year was another year of success for the BMW Group, 


despite various negative factors.  


It was also a year of major challenges and outstanding performance.  


• Retail growth during the business year was lower than 2005.  


• In addition, we prepared and launched some key model changes.  


• Once again, we were faced with very negative external effects due to 


developments in foreign exchange rates and raw materials markets.  


• Furthermore, interest rates rose on the money and capital markets, placing a 


burden on companies as well as on consumers.  


• Instead of merely tolerating these adverse effects on earnings, we aimed to 


offset these as much as possible.  


 


We accepted the challenges and achieved the targets we set ourselves, despite 


facing some headwinds.  


 


Besides being the most successful year in our corporate history, the last 


business year provided us with impressive proof of the company’s strengths as 


well as of our employees’ high level of motivation across all divisions of the 


company. 


 


The profit before tax posted a substantial year-on-year increase, rising 25.5% to 


4.1 billion euros. This includes the effects of the exchangeable bond option on 
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shares in Rolls-Royce plc. held by BMW AG, which amounted to 372 million 


euros. In 2005, the negative effect on profit totaled 356 million euros.  


I would like to stress that operationally, i.e. net of the effect of valuing the Rolls-


Royce bond, Group profit before tax rose 3.0% in 2006.  


 


Net profit came in at some 2.9 billion euros, reaching a new all-time high as well. 


It jumped 28.4% compared with the previous year.  


This results in earnings per share of 4.38 euros for common stock and 4.40 


euros for preferred stock.  


 


2006 Revenues per Segment  


 


Before we take a closer look at earnings at the Group level, I would like to review 


each of our business segments.  


 


Revenues generated in the Automobile Segment were up 4.2% to about 47.8 


billion euros compared with the previous year.  


 


Revenues earned by the Motorcycle Segment amounted to 1.3 billion euros, 


exceeding last year’s level by 3.4%. 


Revenues achieved by the Financial Services Segment advanced by an 


impressive 17.8% to more than 11 billion euros in 2006.  


Group revenues amounted to 49 billion euros in 2006. This represents a rise of 


5.0% over the previous year.  


 


Slide: Effects on the Profit in the Automobile Segment  


 


This brings me to the earnings situation of the Group and its segments. Let us 


first take a look at profit in the Automobile Segment.  
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The profit before tax recorded by the automobile business rose 1.2% to over 3 


billion euros in 2006.  


I would like to use this slide to show you the impact external effects had on the 


profit.  


 


As in 2005, foreign exchange rates had a very negative impact on profit during 


last year. Since hedge rates worsened compared with the previous year, we 


were hit by external factors – above all from the US dollar and the Japanese yen. 


We explained these effects to you over the course of the year in our interim 


reports and conference calls.  


 


In the fourth quarter of 2006, we suffered from the surprisingly strong impact of 


the weakness of the two previously mentioned currencies. The negative effect of 


foreign exchange rates in 2006 therefore totaled 666 million euros. Currencies 


therefore nearly had the same negative impact on profit as experienced in the 


previous year, when the effect amounted to 677 million euros. 


 


As in the previous year, we were affected by the increase in the price of major 


raw materials such as steel and copper, as well as of precious metals such as 


platinum and palladium. This is another area where we established a firm basis 


for calculating purchasing costs using forwards and long-term supply 


agreements whenever possible.  


 


We spent a total of 178 million euros more on raw materials and precious metals 


than in the previous year, in part due to measures taken to spread the additional 


costs across the value-added chain. However, the rise in costs was lower than in 


2005. The additional cost amounted to 237 million euros in 2005.  


 


Depreciation in this segment continued to rise in the year under review. The 


increase is a result of the substantial investments made in the product and 


market initiatives at the beginning of the decade. Depreciation in 2006 was up 


256 million euros year on year.  
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As you can see, external effects again had an impact of more than a billion euros. 


This means that profit would have been much lower, if we hadn’t realized the 


following positive effects.  


As you know, we strive to rise to challenges, find suitable solutions, and then 


implement them.  


 


The single-largest positive effect on profits came from volume, mix and the 


market, amounting to 866 million euros. Last year, we benefited above all from 


mix-related effects.  


Efficiency-enhancing measures also made a very positive contribution, adding up 


to 283 million euros. 


Other changes had a negative effect of 13 million euros.  


 


Despite the significant adverse effects, we increased the profit generated by the 


Automobile Segment to over 3 billion euros, achieving a new all-time high.  


This is impressive proof of the BMW Group’s operational strength and earnings 


power.  


The burdens suffered from external effects sustained for three years now have 


therefore achieved one thing: By implementing a variety of measures, the 


company significantly improved both its effectiveness and its efficiency.  


 


The return on sales achieved by the Automobile Segment based on the profit 


before tax was 6.3% in the past business year, compared with 6.5% in 2005. 


Despite the substantial burdens, it is therefore still at a good level.  


 


Effects on Profits in the Automobile Segment (2003-2006) 


 


The following chart shows the effects on profits experienced in the last three 


financial years. 


 


Last year, we showed you a chart depicting the effects on profits generated by 


the Automobile segment for the first time. As you can see, the burden resulting 


from foreign exchange rates and raw materials in the last three business years 


totals more than 2 billion euros. Besides experiencing a volume, market and 
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price effect of about 3 billion euros, we also realized a positive effect of around 


900 million euros from efficiency improvements.  


The efficiency enhancements are not a one-off effect. In fact, they have lifted our 


general efficiency. We will benefit from this continuously. At the same time, it is 


obvious that it will be impossible to realize additional efficiency-related effects of 


this magnitude on top of this. You can rest assured that we will continue to 


optimize our processes as we go forward. 


 


Business Performance of the Motorcycle Segment  


 


The profit before tax generated by the Motorcycle Segment grew once again by 


a dynamic 10% to 66 million euros, following the substantial increase posted a 


year earlier when it nearly doubled.  


The increase is due to the rise in retail growth, among other things. For the first 


time, more than 100,000 motorcycles were sold in a single year. In addition, 


efficiency-enhancement programs initiated in the previous year had a positive 


impact.  


The return on sales advanced from 4.9% in 2005 to 5.2% in 2006.  


 


Business Performance of the Financial Services Segment   


 


Now let us take a closer look at the Financial Services Segment.  


 


As I mentioned briefly earlier, we experienced another very dynamic year in the 


Financial Services segment.  


• The business volume in balance-sheet terms rose by 8.9% to more than 44 


billion euros. 


• The number of lease and financing contracts under management with 


customers advanced 8.8% to nearly 2.3 million.  


• The penetration rate increased by 1.3 percentage points to 42.4%.  


• The encouraging development in fleet operations, dealer financing and other 


business activities continued.  
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Last year, these positive factors caused profit to increase by 13.2% to 685 


million euros.  


 


The rise in interest rates was the only factor that dampened slightly this 


successful performance. Credit risk in the Financial Services business was on 


par with the previous year’s level. The bad debt ratio was 0.41%, matching the 


prior year level.  


Interest rate risks were managed using the risk-return approach and, in terms of 


the value at risk, they were in fact down on the previous year. 


 


The development of our products’ resale values continued to be very 


satisfactory.  


I would like to show you how we are taking advantage of these good resale 


values on the US market.  


 


ALG  Residual Values vs. Actual Resale Value 


 


As you can see, in recent years, our products had better resale values at the end 


of their lease periods than estimated by the forecasting institute Automotive 


Lease Guide which is well accepted.  


We received an award for the highest resale value among premium brands in the 


US from Automotive Lease Guide for three straight years. The Kelley Blue Book 


also ranks our resale values the best in the US, and gave us the “Best Resale 


Value Award” in 2006. 


 


We calculate the lease conditions in the US based on the resale values we 


expect to achieve. This enables us to make attractive financing offers without 


actually bearing any costs. This sets us apart from the competition. You should 


keep this in mind when considering the incentives offered by auto manufacturers 


in the US.  
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Development of Resale Values—BMW vs. Competition 


 


Besides besting the resale values predicted by forecasting institutes, our 


vehicles’ value development is far superior to that of our competitors. The 


positive trend displayed here does not apply to the US alone. 


As you know, resale values also influence total costs over the term of a lease. 


Our cost of ownership is lower than that of the competition, which puts us in a 


position to offer attractive lease conditions. We capitalize on this advantage 


without employing additional financial resources.  


 


Segment Reconciliations 


 


Now let us take a brief look at the reconciliations.  


 


The reconciliation to Group profit includes companies that have not been 


assigned to any of the other segments as well as intra-segment consolidations.  


 


In the last business year, the profit before tax in the reconciliations amounted to 


361 million euros compared with the 354 million euro loss in the previous year. 


The profit trend in this area is primarily attributed to the effects of the Rolls-


Royce exchangeable bond.  


In 2006, we experienced a positive effect of 386 million euros from the 


exchangeable bond due to the conversion of the lion’s share of assets. In the 


previous year, the negative valuation effect for this item amounted to 356 million 


euros.  


The large difference between these figures explains the significant change in 


profit in the reconciliations.  


 


Gross Profit 


 


Having completed the segment overview, I would now like to present some of 


the key figures for the Group. 


 







 


 


 


  Media Information 


Date 
 14 March 2007 


Subject 
 Statement by Stefan Krause, Member of the Board of Management of BMW AG, 


Finance, Annual Accounts Press Conference 2007 


Page 
 8 


 


 


 


 


 


The gross margin of the Group rose from 22.9% in the previous year to 23.1% in 


2006. We managed to keep cost of sales down while we were able to increase 


revenues. Warranty expenditures included in the cost of sales decreased due to 


improved product quality.  


 


Profit Before Financial Result  


 


Sales and general administrative costs were up 4.4%—also posting a smaller 


increase than revenues. This rise is due to retail growth and the expansion of 


business volume.  


This expense item declined relative to revenues compared with the previous 


year, decreasing by 10 basis points to 10.1%.  As a result, its share of revenues 


dropped for the third straight year.   


 


Research and Development Costs  


 


The next item in the analysis of net profit is research and development costs. 


 


During the business year 2006, the research and development costs disclosed 


in the income statement and total research and development expenditure 


including capitalization decreased relative to revenues.  


In absolute terms, research and development costs rose 3.2% to approximately 


2.5 billion euros. The share of revenues attributed to research and development 


costs according to International Financial Reporting Standards declined to 5.2%.  


 


All in all, research and development expenditure totaled 3.2 billion euros. As I just 


mentioned, the share of revenues attributed to research and development 


expenditure dropped marginally. In concrete terms, it was 6.5% compared with 


6.7% a year earlier.  


As in prior years, 1.5 billion euros in research and development expenditure was 


capitalized under strict application of International Financial Reporting Standards. 


The capitalization ratio rose to 47.9% due to the higher number of projects 


which are currently in the series development phase.  
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Profit Before Financial Result  


 


In 2006, other operating income and expenses decreased, as in the previous 


year. At the end of the year, the balance amounted to 227 million euros and was 


therefore down 36.1% year on year.  


The low level of other operating income stems from the reduction in income 


from the reversal of provisions.  


Moreover, other operating expenses only posted a slight increase, advancing by 


5.7% or 28 million euros.  


 


Profit before financial result therefore amounted to over 4 billion euros, reaching 


a new record high. In percentage terms, profit before the financial result, also 


referred to as EBIT, climbed 6.8%.  


 


The EBIT margin, i.e. the return on sales based on profit before the financial 


result, was 8.3% and therefore still above the high 8.1% achieved a year earlier.  


Now let us move on to the financial result, which changed considerably 


compared with the previous year.  


 


Financial Result and Profit before Tax 


 


In 2006, we posted a positive financial result of 74 million euros. In the previous 


year, it was a negative 506 million euros.   


This very significant change is primarily due to the effects in connection with the 


exchangeable bond option on the shares in the UK engine manufacturer Rolls-


Royce plc held by the BMW Group, which were included in the other financial 


result.  


 


In 2006, there was a one-off effect from the partial settlement of the 


exchangeable bond amounting to 386 million euros. At the same time, the 


impact from the development of the option’s fair value decreased from -356 


million euros in the previous year to -14 million euros in last business year.  
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As a result, the other financial result increased to 350 million euros. In the prior 


year, it was a negative 306 million euros, due to the adverse effect of the 


exchangeable bond.  


 


As I mentioned earlier, the profit before tax was up 25.5% year on year, 


amounting to 4.124 billion euros. This corresponds to a return on sales before 


tax of 8.4% compared to 7.0% in 2005.  


 


Net Profit 


 


Now let us have a look at net profit.  


 


Group net profit recorded substantial growth, as did pre-tax profit. At the end of 


December 2006, it amounted to nearly 2.9 billion euros. This represents an 


increase of 28.4%. Income taxes totaled some 1.3 billion euros.  


The tax rate slipped slightly from 31.9% in 2005 to 30.3% in fiscal 2006. This 


was primarily due to the fact that the profit from the partial settlement of the 


exchangeable bond was tax-free. Furthermore, the present value of the 


corporate income tax claim of 123 million euros was capitalized due to the 


change in legislation which took place at the end of 2006.  


In 2006, the return on sales based on net profit rose to 5.9% from 4.8% a year 


earlier, owing to the positive operational trend and the effect I just mentioned. 


 


Value Orientation  


 


Last year, we introduced the Group’s internal management system and financial 


targets to you for the first time. I would like to pick up where we left off in this 


regard.  


 


The main financial targets used by the BMW Group to monitor operating 


performance with this system are profit before tax and segment-specific return 


parameters.  
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The primary target used for the Automobile and Motorcycle Segments is the 


return on capital employed. The return on sales serves as an additional 


benchmark.  


The return on assets is used to monitor the Financial Services Segment and the 


Group as a whole.  


 


Return on Capital Employed—Automobile and Motorcycle 


 


We use the return on capital employed to monitor the Automobile and 


Motorcycle Segments.  


In the last few years, we incurred a lot of up-front expenditure and made 


significant investments within the scope of the product and market initiatives—


above all in the Automobile Segment. This is why, besides considerably 


expanding the business volume, we also increased the capital base used to 


calculate the key figure.  


 


As in the previous year, profit in 2006 did not fully reflect the success of the up-


front investment; since the profit’s positive development was hampered by the 


extremely negative effects of foreign exchange rates and increases in raw 


material prices. 


 


The return on capital employed for the Automobile Segment was 21.7% and 


therefore lower than the 23.2% recorded a year earlier. But it is much higher 


than the cost of capital and continues to rank among the highest in our industry. 


At 17.7%, the return on capital employed for the Motorcycle Segment was 


nearly on par with the high level achieved in the previous year.  


 


Return on Assets in the Financial Services Segment  


 


The financial target in the Financial Services business is the return on assets. 


Due to the encouraging development of profits and resolute target management 


and despite stricter refinancing conditions, the return on assets rose to 1.4% in 


the business year 2006.  
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We therefore returned to levels witnessed from 2002 to 2004 and posted a 


stable trend.  


 


Return on Assets in the Group 


 


The Group is also managed by using the return on assets as a target. 


 


The BMW Group’s return on assets was also significantly higher in the year 


under review due to the substantial growth in profit before tax. The prior year 


figure of 5.6% was exceeded, as the return on assets advanced to 6.3%.  


 


Our experience with this internal management system, which we have been 


using for years, has been very good. It has been of valuable service in terms of 


focusing the BMW Group on profitable growth. 


 


Capital Expenditures  


 


Before turning to the cash flows of the financial statements, I would like to take a 


look at the BMW Group’s capital expenditures.  


 


Capital expenditure on property, plant and equipment and other intangible assets 


was up 6.9% to just under 2.8 billion euros due to the model change for the MINI 


and the resulting investments in the "UK production triangle," which consists of 


our production facilities in Oxford, Swindon and Hams Hall, as well as the 


production start for the new BMW X5 in Spartanburg, USA.  


Since both of these model changes took place in the last few months of the 


year, the common trend towards high levels of capital expenditure on property, 


plant and equipment in the fourth quarter was intensified in 2006. 


 


As mentioned earlier, capitalized development costs rose to 1.5 billion euros last 


year, causing total capital expenditure to increase by 8.0% to 4.3 billion euros. 
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This is in line with the slight rise in the capital expenditure ratio. The ratio of 


capital expenditures to revenues advanced to 8.8%. We are therefore still 


roughly within the long-term average.  


 


In the last two years, we carried out several major projects, above all to achieve 


progress in our efficient dynamics strategy. 


However, based on the latest product plans we announced, we continue to 


uphold our capex budget for 2005 to 2009. As mentioned at this meeting last 


year, we have earmarked 19 billion euros for investments in this five-year period.  


 


Cash Flow and Free Cash Flow  


 


Operating cash flow, i.e. cash flow from operating activities in the industrial 


business, amounted to 5.4 billion euros in the business year being reviewed. 


This represents a 13.1% decrease vis-à-vis the previous year.  


 


The following factors had an effect on cash flows:  


Cash flow from operating activities on group level was 6.7% lower year on year 


due to a rise in inventories, i.e. changes in net current assets. In this context, it is 


important for you to know that there was a substantial drop in net current assets 


in 2005. In the business year that just ended, we built up inventories for 


impending model launches.  


Cash flow from investing activities was up due to the aforementioned production 


startups and further capital expenditures on technology projects. In addition, 


cash flow from investing activities in the previous year still included the positive 


effect from the last purchase price installment from the sale of Land Rover, 


which amounted to one billion euros. Net investments in Financial Services 


activities also recorded a significant increase, driven by the dynamic business 


trend.  


 


Free cash flow in our industrial operations decreased to about one billion euros 


as a result of the aforementioned effects.  
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Ladies and Gentlemen, 


I will be candid with you: We are not entirely satisfied with this figure. However, 


this still ranks us among the financially strongest companies in our industry. Let 


me just give you one more figure to substantiate this. In the industrial business, 


we have 5.4 billion euros in net interest-bearing assets.  


 


We are sharpening our focus on the return on capital employed, the return on 


assets and managing free cash flow. The targets have been agreed on, and the 


systems have been introduced. We must continually enforce these standards 


throughout the company.   


 


Share Buyback and Dividend 


 


Now you may ask yourselves how we took advantage of our financial strength to 


benefit our shareholders. 


 


In 2006, we spent a total of 253 million euros to purchase shares as part of the 


share buyback program we initiated in September 2005.  


Between September 2005 and February 2006, we purchased about 20.2 million 


common shares for 759 million euros, corresponding to 3% of our share capital.  


 


In May 2006, the Annual General Meeting issued the Board of Management 


another authorization to conduct share buybacks accounting for up to 10% of 


our share capital. We will decide at a later point in time if and to what extent we 


will exercise this authorization to carry out further share buybacks.  


 


We will propose to the Annual General Meeting in May 2007 that a further 


authorization to conduct share buybacks for another 18 months be issued.  


 


Moreover, the Supervisory Board and the Board of Management will propose to 


the Annual General Meeting that the dividend for fiscal 2006 be increased 


significantly. We would like to raise the dividend by 9.4 % for common shares. 
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We will propose that the dividend be increased by 6 cents to 70 cents per 


common share and to 72 cents per preferred share.  


In consequence, the dividend payment will rise to 458 million euros.  


 


In total, we will have spent more than 700 million euros on the share buyback 


and the dividend for 2006—to the benefit of our shareholders.  


 


Outlook for 2007 


 


Let us take a look at upcoming developments in 2007. 


 


Based on the environment described in great detail in our annual report, we 


expect to continue our successful business performance.  


 


In 2007, we will continue to be subjected to the negative external effects you 


have become familiar with. We believe that currency effects and persistently high 


raw material prices will be the main factors here.  


 


In the Automobile business, we will aim to improve profit before tax via the 


positive retail trend we anticipate on the strength of model launches and 


continued measures to enhance efficiency. We expect to see a reduction in 


external burdens year on year.  


We anticipate that the course for profitable growth charted in the Motorcycle 


business will continue, driven by positive effects from our market and product-


related measures. Programs to improve efficiency will also contribute to this 


growth.  


We have a positive outlook on the current fiscal year in the Financial Services 


business as well. We expect this segment to display a positive earnings trend, 


driven by growth in business volume and business fields as well as our continued 


efficiency-enhancement measures, despite the pressure on margins caused by 


rising money and capital market interest rates. 


 


Excluding the effect of the exchangeable bond, we intend to generate a Group 


profit before tax exceeding last year’s level. The extent to which last year’s level 
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will be surpassed will depend on additional opportunities for improving the 


Group’s profit against the backdrop of persistently high burdens from currency 


effects, raw material prices, interest rates and fiercer competition.  


 


Ladies and Gentlemen,  


 


Thank you very much for your attention. My fellow board members and I look 


forward to answering your questions.  


 


 


 


 






