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BMW Group.
Business Year 2007.


2007 was a good business year for the 
BMW Group:


• Retail highs for all three brands


• Record revenues


• Best earnings before interest and taxes (EBIT)


• Best profit before taxes


• Improved return on capital employed in the
automobile segment


• Leading premium car manufacturer







Business Year 2007.
BMW Group Automobile Retail.
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Business Year 2007.
Deliveries BMW Motorrad.
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Business Year 2007.
Financial Services.


Number of leasing and 
financing contracts in k units


2,000


3,000


2,271


2006 2007


15.8%


2,630
2,500


1,500


1,000


500







Business Year 2007. 
Pre-Tax Profit.


in bn €
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Business Year 2007.
Net Profit.
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Business Year 2007. 
Development of the Dividend.


Dividend per share in €
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Business Year 2007. 
Challenges 2008.


• Stricter emission standards.


• Negative impact of currency exchange rates.


• Further increase of raw material prices.







BMW Group.
House of Strategy.
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BMW Group.
27 models emit a maximum of 
140g CO2/km.
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BMW Group.
EfficientDynamics makes an impact.


373,000 tons 
less CO2.


A reduction 
of 150 million 
liters of fuel.







BMW Group.
Diesel market launch in the USA 
in 2008.







BMW Group.
MINI Cooper D: 104 grams of CO2/km.







BMW Group.
BMW Concept X6 ActiveHybrid.
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BMW Group.
Efficiency Improvements in the 
Production Network.







BMW Group.
Details on Personnel Reductions.


Reduction of 5,000 
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BMW Group.
International Success –
Rooted in Germany.
Staff outside Germany. Sales in Germany.
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BMW Group.
Outlook Business Year 2008.


Continuing the successful business
development:


• Record sales for all three automobile brands.


• Earnings before taxes above last year’s level—
adjusted for the book gain from the 
Rolls-Royce exchangeable bond in 2007.


• Improved earnings quality.







BMW Group.
Goals 2012.


• Return on capital employed of 26 percent in the 
automobile segment.


• EBIT-based return on sales of 8 to10 percent in 
the automobile segment.
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Statement by  
Dr. Norbert Reithofer, 
Chairman of the Board of Management of BMW AG 
Annual Accounts Press Conference 
Munich, 18 March 2008  
 
 
Ladies and Gentlemen— 
 
Once again: Good morning and welcome to our first Annual Accounts Press 
Conference at the BMW Welt. 
 
One million visitors have already visited this building. First of all, the BMW 
Welt is an investment for our customers who can experience the BMW brand 
and its products here. 
 
Our success rests on the great popularity of our three brands BMW, MINI 
and Rolls-Royce and their products. This popularity is also the foundation of 
our corporate achievements in the business year 2007. 
 
PART I: Report about the business year 2007 
 
In a nutshell: 
2007 was a good business year for the BMW Group. 
 
The facts support this claim. So what have we achieved? 
 
• retail highs for all three brands 
• record revenues 
• best earnings before interest and taxes (EBIT) 
• best profit before taxes—adjusted for the book gain from the Rolls-Royce 


exchangeable bond 
• an improved return on capital employed in the automobile segment. 
• And: We remain the world’s most successful manufacturer in the 


premium segment. 
 
The BMW Group has met its 2007 targets.  
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We have achieved everything we had promised. 
 
Let me outline the key facts and figures for the business year 2007: 
 
1. Automobile retail: For the first time in the company’s history, the BMW 


Group sold over 1.5 million cars—9.2 percent more than in 2006. More 
customers around the world decided for a car of the BMW Group than 
for any other premium car. All three brands achieved new record sales. 
And BMW is the world’s best-selling premium brand. 


2. Motorcycle retail: In 2007, more than 102,000 BMW motorcycles were 
delivered to customers. This is a rise of 2.4 percent over the previous 
year. 


3. Financial Services: Once again, this segment recorded dynamic growth 
rates. Overall, the number of financing and leasing contracts with 
dealerships and end customers went up 15.8 percent, bringing the total 
up to over 2.6 million. 


 
So how is this development reflected in our financial result? 
 
1. Profit before taxes: At 3.87 billion euros, group earnings fell short of last 


year’s record level by 6.1 percent.  
You know that our 2006 earnings included the positive effect from an 
exchangeable bond in shares of Rolls-Royce plc, London. Adjusted for 
this book gain, we achieved profit before taxes above the 2006 level – 
which means that we met our target. 


2. Net profit: For the first time ever, we surpassed the mark of 3 billion 
euros. This is an increase of 9 percent compared to the previous year.  


 
I am certain you would agree that these are good reasons for us to be proud 
of our achievements.  
 
Obviously, we also want our shareowners to participate in this success – with 
a significantly higher dividend. 
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At the Annual General Meeting, the Board of Management and the 
Supervisory Board will propose to increase the dividend by approximately 51 
percent to 1.06 euros per common stock. 
 
The increased dividend reflects our intention to put greater emphasis on the 
needs of the owners of the company’s equity. This is a first step. Many 
members of our staff also benefit from our employee stock program. 
 
Despite the success we made in 2007, we must not forget that we are facing 
tremendous challenges.  
 
These include stricter emission standards in different parts of the world, the 
negative impact of currency exchange rates and a further price hike of raw 
materials. 
 
Being well prepared is the key in meeting these challenges head on. 
 
• The BMW Group is the most successful European car company in the 


U.S. So the persistent weakness of the dollar affects us more strongly 
than competitors that sell fewer cars in the U.S. than we do. In the 
course of the year 2007, the US dollar depreciated by almost 10 percent 
against the euro. We are moving at full speed to achieve greater 
independence from the dollar. In the long run, our positive performance 
in the world’s largest car market will once again result in higher 
contributions to our operating earnings. When stricter emission laws take 
effect, we will be able to offer the American customers environmentally-
friendly premium cars. This will enhance our strong position even further. 


• In 2007, the rally in raw material prices continued with further increases 
for metals and precious metals. The average price for a barrel of crude 
oil went up 10 percent last year. And overall energy costs rose 
dramatically. 


 
2007 was the year in which the environmental message really hit home.  
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Climate protection is a cause that we at the BMW Group have made our own 
like no other car company. The foundation was laid in 2000. Since then, we 
have applied a variety of innovative measures to reduce fuel consumption.  
 
We thus started to step up our investment in research and development 
earlier than any other premium manufacturer. Otherwise we would not have 
been able to launch a comprehensive program such as EfficientDynamics. 
 
In the last few years, our annual investment in environmentally-friendly 
technologies averaged several hundred million euros.  
 
Reducing emissions further is a key task for the future, and we want to be 
able to provide better solutions than our competitors. At the same time, we 
will streamline our research and development costs in order to operate with 
an R&D ratio of between 5 and 5.5 percent. 
 
We will continue to invest in our future. 
 
We are convinced: There won’t be an alternative to the car in the next 
decades.  
 
People want to decide by themselves:  
- when to travel,  
- whom and what to take along, 
- which road to take, 
- when and how often to stop on their way, 
- and where exactly to arrive in the end. 
 
Individual mobility will remain a basic necessity. 
 
PART II: Securing the future with our strategy 
 
Ladies and Gentlemen— 
 
The BMW Group has developed very well in the last few years: 
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• We almost doubled our sales between 2000 and 2007.  
• Despite increasing external burdens, we have always maintained our high 


earnings level.  
 
• We have strengthened our international presence. Today, we operate 41 


sales subsidiaries and 23 production locations in 12 countries.  
 
Given these achievements, some of you might want to know: 
• why we carried out a strategic realignment, 
• why we want to improve our level of efficiency, 
• and how this high earnings level goes together with our saving efforts? 
 
Such questions need to be answered, especially in light of the current debate 
about corporate responsibility.  
 
Our strategy Number ONE outlines the roadmap for the BMW Group’s long-
term development. 
 
This is our main responsibility – for the benefit of our shareowners and 
employees.  
 
All the measures we take refer to our strategy’s four pillars: 
• Growth 
• Shaping the future 
• Profitability 
• Access to technologies and customers. 
 
Let me comment on two of these pillars: 
 
1.) Shaping the future 
 
Today we have the best technology in the market for reducing carbon 
emissions. 
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Our current line-up includes 22 BMW and 5 MINI models that emit less than 
140 grams of CO2 per kilometer.  
 
In 2007, we sold 450,000 vehicles equipped with EfficientDynamics in 
Europe alone. This year, we will raise this number considerably again, to a 
total of approximately 830,000 units:  
 
• 700,000 BMW and 
• 130,000 MINI.  
 
This way our customers are going to save 150 million liters of fuel compared 
to 2006 – which corresponds to a reduction in carbon emissions of 373,000 
tons.  
 
We are the only carmaker with a strategy that has such a far-reaching effect. 
By the end of 2008, we will have reduced our fleets’ carbon emissions in 
Europe by 25 percent from 1995 levels. 
 
However, there are limits to what physics can do, even for the Ultimate 
Driving Machine. It won’t be possible to take this progress further only by 
implementing new technologies.  
 
We expect decision-makers in Brussels to create long-term solutions. 
 
All industry sectors have to make a contribution to lowering carbon emissions 
– including the automotive industry, of course. We accept responsibility.  
 
Within the automotive industry, all manufacturers have to do their part. 
Emissions have to be reduced for both small and large cars. This issue 
concerns premium and volume manufacturers alike – for what really counts is 
to provide the maximum environmental benefit. 
 
In the end, the automotive industry can only reduce emissions in the traffic 
sector further by cooperating, and this means that all car companies and all 
segments have to get involved. 
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In response to this, I would like to thank the German government for taking 
such a firm stance. 
 
The BMW Group is further working at top speed to create dynamic cars that 
are also environmentally-friendly, because our customers want both. 
 
• We are introducing state-of-the-art, low-emission diesel cars in all 50 


U.S. states this year.  
I know that you might have heard this before, but our diesel cars can 
bear comparison with today’s hybrids: The MINI Cooper Diesel, for 
instance, emits exactly the same amount of carbon dioxide—104 grams 
per kilometer—as the Toyota Prius. And it even costs 5,500 euros less 
than the Prius base model. Which car is more fun to drive – well, that’s 
something everybody has to decide for themselves. 


• In 2009, we will launch the first BMW Hybrid. It will require 20 percent 
less fuel than a comparable car with a combustion engine. At the Geneva 
Motor Show, we demonstrated what else could be done with hybrid 
technology: By combining a diesel engine with a hybrid transmission, a 
large SAV such as the X5 requires only 6.5 liters of fuel. 


 
So what else will the future bring? 
 
As part of the new strategy, a new organizational unit called “Project i” is 
working on completely new car and mobility concepts for megacities.  
 
This project is fully independent and even free to act beyond BMW 
structures if necessary. The task of the “Project i” team is to present specific 
solutions already in the first half of the next decade. Whether this will require 
a fourth brand or not, will be decided at a later date. 
 
It is not yet clear which alternative drive system based on which technology 
will come out on top. This is why we have decided to focus on a wide range 
of technological options.  
 
The challenges of future mobility will require customized solutions.  
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An electric motor is an option we are looking into as well. It does not only 
work at a zero-emission level. The technology is now sophisticated enough  
 
to offer sheer driving pleasure. This is one of the reasons why we are 
evaluating the option of launching a battery-powered car. A decision will be 
taken this year. 
 
2.) Profitability 
 
Improving profitability is another pillar of our strategy. 
 
Profitability is necessary to secure our successful future. It provides us with 
the necessary financial means, and guarantees our independence.  
 
It is our goal to take capital efficiency and profitability to a new level by 2012. 
 
We are convinced that a company that only develops and builds premium 
products has to deliver an above-average rate of return as well. 
 
Shareholders are entitled to receive adequate interest on their investment. 
This is a fair demand in a social market economy, just like the request of 
employees to have job security.  
 
All divisions are contributing to our profitability targets.  
 
The production network, for example, improved efficiency by more than ten 
percent last year – despite a new record of 16 model SOPs. For the next few 
years, we plan to raise our productivity target from 5 percent today to 7 or 8 
percent.  
 
The greatest potential for future efficiency enhancements lies in material 
costs, which are the lion’s share of costs within the company.  
 
Please allow me a personal remark: 
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Over the course of the years, the cooperation between the BMW Group and 
their supplier network has grown into a successful innovation partnership. 
This is why we treat our suppliers fairly.  
 
Of course, our purchasing division negotiates prices with them. But it is even 
more important to us to examine their costs and our requirements carefully – 
together with our suppliers.  
 
This approach has helped us strengthen the cooperation with the supplier 
network in the last few months. Our experience shows that the interface 
between supplier and in-house value creation offers considerable potential, 
which we plan to tap into for our mutual benefit. 
 
It is our goal to keep up our top level of quality while saving costs at all stages 
of the supply chain. We expect a lot from these efforts. And both partners 
stand to benefit. 
 
Another issue in improving profitability is our knowledge management. 
 
To meet the various challenges ahead, we need highly qualified specialists 
and executives. Requirements are changing. Just think about the mobility 
concepts for megacities we are working on or intelligent solutions in the field 
of hybrid or electric drive systems. 
 
So implementing all our plans will require us to align our knowledge 
structures with these new requirement profiles.  
 
What this means for us is: 
 
First: We want to work with the most creative minds. So we will continue our 
strategic recruitment efforts. This year alone, 500 new jobs will be created. 
And we will keep on training a large number of young people at the BMW 
Group. 
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Second: We are becoming more and more efficient – as our production 
efforts have shown.  
 
There is no way around implementing efficiency enhancements – given the 
increasingly fierce competition among carmakers and global operations.  
 
But what this also means for us is that we need fewer people in some areas. 
As announced a few weeks ago, we want 3,100 permanent staff to accept 
voluntary redundancy and severance packages. 
 
We understand good management as acting with foresight. 
 
We are now creating the foundation needed to secure employment in 
Germany and at our international locations over the long run.  
 
We are one of the most international companies in our industry. Four out of 
five BMW Group cars are exported. 
 
But: We are committed to Germany as our industrial base. Germany is where 
we are rooted. This is where our heart is and where it will remain. 
 
PART III: Outlook and goals 2008 
 
Ladies and Gentlemen— 
 
We want to continue our successful development in the business year 2008.  
 
But there is something we must not forget: 
• External burdens such as currency fluctuations and raw material prices 


will impact our earnings situation. 
• Furthermore, 2008 will see particular uncertainties due to the effects of 


the Subprime crisis. One result might be a slowdown of the US 
economy which could also hurt the whole automotive industry. 
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Nevertheless: We have set ourselves again ambitious targets for the 
business year 2008. 
 
• We want to achieve record sales for all three automobile brands. 
• We want to stay in the lead as the world’s most successful premium car 


manufacturer.  
 
 


• We plan to outperform last year’s earnings before taxes— adjusted for 
the book gain from the Rolls-Royce exchangeable bond in 2007. 


• We want to improve earnings quality in 2008. This will also be reflected 
in our key performance figures such as return on sales and return on 
capital. 


 
Our strategy details our long-term goals. 
 
You know that by 2012 we want to achieve: 
 
• a return on capital employed of 26 percent in the automobile segment 
• as well as an EBIT-based return on sales of 8 to 10 percent in the 


automobile segment. 
 
Keeping these goals in mind, allow me one final remark: It’s not over till it’s 
over. There have been several times in which one or the other car company 
was very euphoric. But what matters most is who achieves the goals over the 
long-term and can hold this position. 
 
For all of us at the BMW Group one thing holds true:  
We deliver on our promises. 
 
Thank you very much for your attention! 
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Statement by  
Dr. Michael Ganal, 
Member of the Board of Management of BMW AG, Finance, 
Annual Accounts Press Conference 
Munich, 18 March 2008  
 
 
Ladies and Gentlemen, 
 
I would like to address the three following topics in the next 40 minutes: 
 
1. The 2007 financial statements with special regard to the factors on our 


earnings.  
 
2. Our outlook for the current financial year. 
 
3. The status of our efficiency-enhancement program, which we initiated as 


part of our strategic realignment. 
 


1. 2007 Review 


 
1.1. Brief Overview 
 
Let me start with the 2007 financial results. 
 
As Dr. Reithofer explained earlier, we have achieved our targets for the year, 
despite the ongoing difficult conditions: 
 
• We increased Group revenues by 14.3% to 56 billion euros. We therefore 


surpassed the 50 billion mark for the first time. Adjusted for currency 
effects, revenues rose by 17.6%. 


• We earned a profit before tax of 3.87 billion euros.  
In absolute terms, this corresponds to a decline of 251 million euros, or 6.1 
per cent. 
But, adjusted for the one-off effects of the exchangeable bond option on our 
shares in Rolls-Royce plc, as announced, we achieved a gain over the 
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previous year of 0.6%. 
In 2006, the exchangeable bond had a positive impact of 372 million. We 
also felt a positive effect from the exchange of the last remaining shares. 
But, at 97 million euros, it was very much lower. 
 


• We increased the earnings before interest and tax – EBIT for short – by four 
per cent to 4.2 billion euros. 


 
This proves that:  
• We met our forecast.  
• We kept our promise! 
• But we still have a rather long road ahead of us if we want to achieve the 


targets we set ourselves by 2012. 
 
This rounds up my overview. Before we go into the Group’s income statement 
and balance sheet in more detail, let me give you a summary of the development 
of our three operating segments: Automobiles, Motorcycles and Financial 
Services.  
 
1.2. Segment Summary 
 
Automobiles 
 
Starting with the automobile business:  
• We have already provided you with extensive information on our positive 


retail trend.  
• Thanks to high customer demand, revenues generated by the automobile 


business rose by 12.7% to 53.8 billion. 
• In sum, we were therefore able to increase our operating result:  


EBIT generated by this business amounted to 3.45 billion euros, which was 
12.9% more than in the previous year.  


 
The main effects on earnings are presented on this chart.  
• Once again, the strongest headwind came from currencies, with the US 


dollar and Japanese yen leading the way. At 517 million euros, the additional 
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charge was below the 666 million euros experienced a year earlier. 
Nevertheless, we are still dealing with a huge magnitude here. 


• In addition, we suffered heavier burdens because of higher raw material 
prices. In sum, we had to bear 288 million euros in additional costs. By 
comparison, additional costs incurred in 2006 amounted to 178 million 
euros.  


• Depreciation rose as well – by 403 million euros. And here’s the reason why: 
the investments we have made as part of our product campaign in recent 
years. They now lead to depreciation over the products’ life cycles.  


 
We thus had to shoulder 1.2 billion euros in additional charges on the bottom 
line. This represents nearly 40% of our 2006 EBIT! 
This is some strong headwind. But we wouldn’t be the BMW Group if we didn’t 
know how to compensate for this.  
• We recovered 1.4 billion euros above all through higher retail and 


improvements in our product mix.  
• We realized another 351 million euros via efficiency enhancements.  
Therefore, all in all, despite the additional burdens, we succeeded in maintaining 
the Automobiles segment’s EBIT margin at a constant 6.4%. We therefore 
achieved a stable return despite the challenges I just mentioned. 
 
As expected, we posted a strong operating performance in the fourth quarter. 
Combined with our efficiency and cost measures, this resulted in a strong EBIT 
margin of 7.8% in Q4. 
 
This brings me to the return on capital employed, or RoCE for short, which we 
consistently use as an internal key performance indicator. On this chart, you can 
see the fundamental methodology and the parameters behind it.There is one 
major parameter concerning the return on capital that I would like to talk about in 
some more detail: the capital turnover. 
• It reflects the ratio of revenues to capital employed. The latter is defined as 


the difference between operating assets and non interest-bearing liabilities.  
• Capital employed advanced by 7.5%. This growth was disproportionately 


lower than that of revenues, which increased by more than 14%.  
Accordingly, capital turnover rose as well.  
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In contrast, the EBIT margin, which is the ratio of EBIT to revenues, was flat, as 
explained earlier. All in all, RoCE, which is the product of the EBIT margin and 
capital turnover, recorded a corresponding rise, increasing from 21.7% to 
22.8%. 
 
Motorcycles 
 
Now let us move on to the motorcycle business. Despite retail growth, revenues 
declined by 2.9% to 1.23 billion euros due to the change in the model mix. 
Nevertheless, EBIT was up 6.7% to 80 million euros. The decisive driver of 
these improvements was sustained efficiency enhancements, which were 
successfully initiated by Dr. Diess. This is also reflected in the corresponding key 
figures: 
• The motorcycles business' EBIT margin rose to 6.5% from 5.9% in the 


previous year.  
• RoCE climbed from 17.7% to 18.2%. 
 
Financial Services 
 
Next on the agenda are our financial services operations. This is another field in 
which we can look back on a successful year:  
• The business volume recorded on our balance sheet jumped 16.5% to 51.3 


billion euros. 
• The number of leasing and financing agreements concluded with customers 


rose by 15.8% to 2.63 million. 
• The penetration rate increased by 2.3 percentage points to 44.7%.  
• Revenues advanced by one fourth to just under 14 billion euros.  
• We lifted EBIT by 4.1% to 717 million euros. 


 
The fact that the rise in earnings was disproportionately lower than revenue 
growth is primarily due to the higher refinancing costs. In turn, this development 
was driven by the two following factors: 
• The generally higher level of interest rates  
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• and the crisis of the international credit markets. This was a cause of 
substantial concern especially in the USA, where it led to a rise in credit 
spreads.  


This has a tangible impact on earnings – and on the return on assets, our key 
parameter in the financial services business. It recorded a slight decrease, 
slipping from 1.4% to 1.3%. 
In addition, developments on credit markets have an effect on the 
creditworthiness of our US customers as well. This impact is not direct, since we 
are not active in the subprime sector. But it does have an indirect effect, since 
the subprime crisis affects the entire US mortgage industry. This is accompanied 
by the general slow down of the US economy, which will not fail to affect 
demand and consumer confidence. But one should not forget that one of the 
advantages of the premium segment is that most of our customers are wealthy 
and have strong incomes. Nevertheless, we recorded a marginal increase in 
credit defaults in our financial services operations. This was primarily driven by 
the developments in the USA. The bad debt ratio increased by 5 basis points to 
0.46%. Moreover, prices in the used car business are on a significant decline for 
the reasons I mentioned earlier, since customers active on this market react 
more strongly to the general economic slowdown than buyers of new premium 
cars do. However, the situation is manageable at present. Our risk provisions 
cover the generally expected trend. But we will continue to keep a close watch 
on this trend and react appropriately. 
 
Reconciliations 
 
To round off the review of our business fields, I would like to give you a few 
comments on our reconciliations. This segment includes companies that are not 
assigned to any of the other three segments as well as consolidations between 
the segments. Reconciliations posted a pretax loss of 173 million euros, 
compared with a pretax profit of 361 million a year earlier. This drastic swing has 
two reasons:  
1. The exercise of the exchangeable bond option on shares in Rolls-Royce plc. 


In 2006, this had a positive effect on the bottom line.  
But in 2007, this one-off effect was much lower, as I explained earlier.  
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2. Moreover, there were changes in the market values of some of our 
derivative financial instruments, for example due to changes in foreign 
exchange rates. 


 
1.3. Income Statement Summary 
 
Ladies and Gentlemen, 
This rounds up my presentation of the individual business lines. Now let us get 
back to the Group level and start with the income statement. 
 
Gross Profit 
 
I would like to start with the cost of sales. They rose by 16.4%, thus outpacing 
revenues. This was due to the explained effects of exchange rates, raw materials 
and refinancing costs. All told, gross profit advanced by 7.5%. As a result, the 
gross margin decreased slightly, slipping from 23.1% to 21.8%. 
 
Sales and Administrative Costs 
 
Sales and administrative costs increased by 5.7% to 5.25 billion euros. This was 
due to the expansion in business volume. However, the rise was 
disproportionately lower than revenue growth, since we took a more efficient and 
focused approach – above all in marketing-related communications. Accordingly, 
the share of revenues accounted for by this cost block dropped for the fourth 
straight year, from 0.7 percentage points to 9.4%.  
 
R&D Expenditure 
 
Research and development costs advanced by 14.8% to 2.92 billion euros. This 
figure includes depreciation on capitalized development costs in the amount of 
1.1 billion euros. Most importantly, however, this item includes several hundred 
million euros for the important field of EfficientDynamics – our technologies for 
lower CO2-emissions. After all, we want to maintain our leadership position in 
this area. This is how we are securing our future proactively! Nevertheless, the 
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ratio of R&D costs to revenues according to IFRS remained at 5.2% – thanks to 
our more efficient development processes.  
Total R&D expenditure according to German HGB totaled 3.14 billion euros and 
was thus two per cent down year on year. The R&D ratio according to German 
HGB thus declined substantially, dropping from 6.5% to 5.6%.  
The capitalization ratio decreased from 47.9% to 42.4% owing to the smaller 
number of projects in series development. 
 
EBIT 
 
The next item on our income statement is other operating income and expenses. 
We had a positive balance of 200 million euros, which represents a decline of 
11.9%. The decrease is primarily due to the drop in other operating earnings. All 
in all, this results in a new record EBIT of 4.21 billion euros. As I said earlier, this 
corresponds to a rise of 4.0%. Since EBIT growth was disproportionately lower 
than the revenue gain, the Group's EBIT margin slipped by 0.8 percentage 
points to 7.5%.  
 
Financial Result 
 
This brings me to the financial result. It decreased considerably, from 413 million 
euros in the previous year to 339 million euros in the year under review. Once 
again, the contributing factor was the basic effect of the exchangeable bond 
option on shares in Rolls-Royce plc in the other financial result. 
 
 
Profit before tax, Taxes, Net Profit, Earnings per Share 
 
In light of the development of the financial result, the profit before tax declined by 
6.1% to 3.87 billion euros. Excluding the one-off effects of the Rolls-Royce 
exchangeable bond mentioned earlier, the profit before tax increased by 0.6%. 
The earnings trend results in a 1.5 percentage point decrease in the return on 
sales to 6.9% compared with 8.4% in 2006.  
These earnings were subject to 739 million euros in taxes, following 1.25 billion 
in the previous year. This corresponds to a decline in the effective tax rate from 
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30.3% to 19.1%. This significant change principally stems from the lower 
valuation of our deferred tax assets, which was caused by the corporate tax 
reform introduced on July 6, 2007. We expect that the effective tax rate will not 
remain this low. It was a result of a one-off re-measurement effect.  
After deducting the 739 million euros in taxes, we arrive at a net profit of 3.13 
billion euros. This is 9% more than in 2006 and the first time we surpassed the 
three billion euro mark.  
This leads to earnings of 4.78 euros per common share and 4.80 euros per 
preferred share – an increase of 9.1%. 
 
Now let us put aside the income statement and dedicate ourselves to the 
consolidated balance sheet and cash flow statement. 
 
1.4. Balance Sheet, Cash Flow Statement 
 
I will not go into the balance sheet items in detail. Let me just address a key item 
on the assets side: Changes in tangible, intangible and investment assets, which 
reflect our capital expenditure. 
 
Capital Expenditure 
 
In 2007, capital spending amounted to 4.3 billion euros, which was on par year 
on year. Property, plant and equipment and intangible assets accounted for 2.84 
billion euros, corresponding to a decline of 2.2%.  
 
• The lion’s share of capital expenditure went to the production network. We 


were active especially in Spartanburg and Dingolfing. We are preparing for 
the integration of the BMW X3 and X6 in Spartanburg. In Dingolfing, we are 
gearing up for the next generation of the BMW 7 Series.  


• Moreover, we made substantial investments in our sales network. The BMW 
Welt is our flagship project in this area.  


Capitalized development costs totaled 1.3 billion euros. This was slightly less 
than the 1.5 billion euros recorded in 2006. As I said before, this was due to the 
lower number of capitalizable series projects. The capital expenditure ratio 
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dropped from 8.8% to 7.6%. We thus came pretty close to our target of less 
than 7% of revenues. 
 
Cash Flow Statement 
 
This brings me to the cash flow statement. Operating cash flow – namely cash 
inflow from operating activities in our industrial operations – amounted to 6.34 
billion euros. This represents an increase over the prior year of 18%, or one 
billion euros. The cash outflow from investing activities in the industrial business 
declined by 8.3%, or nearly 400 million euros, to 4.0 billion euros.  
Free cash flow from industrial operations thus grew significantly, from about a 
billion euros to 2.3 billion euros. This includes an one-off effect from the sale of 
property of 236 million euros. This strong cash flow trend results in an increase 
in net financial assets in the industrial business of 31% to over seven billion 
euros. In principle, this is too high for us. 
However,  
• The high level of cash flow enabled us to internally refinance part of our 


financial services operations. We thus avoided the poor conditions on the 
capital market in certain cases. As you know, this loan from industrial 
operations to financial operations was a temporary measure.  


• However, in light of the uncertainty prevailing on capital markets, our 
financial power gives us some flexibility in refinancing the SF business. 


 
Nevertheless, we make use of our significant financial strength in other ways as 
well. First and foremost to substantially increase the dividend payment: 
• The Supervisory Board and the Board of Management will propose to the 


Annual General Meeting that the dividend for fiscal 2007 be increased. We 
would like to lift the dividend by 51% to 1.06 euros for common shares. We 
suggest that the dividend on preferred shares be raised by 50% to 1.08 
euros.  


• As a result, the dividend total will climb to 694 million euros. 
• The payout ratio will rise from 16% to 22% of net profit. But we see even 


more potential here. This is thus merely the first step to increasing our 
dividend. Further steps will follow. In the future, we want our shareholders to 
participate more in the business and earnings performance. 
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Moreover, we want to transfer our pension commitments. This will lead to further 
cash outflows. All in all, there will be three tranches. So far, we have anticipated a 
total of 4.5 billion euros. However, due to a higher discount rate, the 
commitments currently amount to about 3.8 billion euros. Why are we doing 
this?  
• On the one hand, in order to further minimize the usual pension risks – for 


the benefit of our workforce. 
• On the other hand, we are making use of our strong cash position today to 


prevent the demographic trend from having a negative impact on our cash 
flow tomorrow. 


 
1.5. Conclusion for 2007 
 
Ladies and Gentlemen,  
My conclusion for the 2007 financial year is as follows: Once again, we kept our 
promise.  
• The BMW Group stayed on its course, despite unfavorable underlying 


conditions.  
• We more than offset the significant negative effects of foreign exchange 


rates and raw materials. This is clear proof of our operating strength and 
earnings power.  


But, regarding our return figures, I will be very clear: We can – and must – do 
better! This is why we have launched the new corporate strategy and the 
program to improve profitability. I will come back to this later. This concludes my 
remarks regarding fiscal 2007 for the time being. Let us take a look at the 
development displayed in 2008 together.  
 


2. Outlook for 2008  


 
2008 Business Performance 
 
As Dr. Reithofer mentioned, the environment continues to be difficult:  
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• We still face headwinds in terms of raw materials and – above all – 
currencies. This is reflected in poor currency transaction rates. However, we 
are almost fully hedged against the main currencies for 2008. Therefore, a 
spot price of 1.50 dollars per euro or more will not find its way onto our 
income statement. All in all, we thus expect that the additional currency 
effects will be lower than in 2007.  


• Furthermore, as I mentioned earlier, we believe risks will arise from the credit 
crunch in the US. In the last few years, we have put the BMW Group on a 
global course, in order to capitalize on opportunities for growth and 
anticipate global trends. As you know, the US has become our single-largest 
market. We are convinced of the opportunities the USA will offer in the 
future. But today, we are faced with challenges. I already described the rise 
in credit defaults and the pressure on used car prices seen thus far. This has 
been manageable so far. But it remains to be seen how these areas develop 
further.  


In principle, however, we expect to continue our positive business performance 
in fiscal 2008.  
• Despite the difficult environment, we aim to improve absolute earnings in 


the automobile business. Furthermore, we currently expect RoCE to 
increase as well – in line with our company’s value orientation, which we 
constantly push for.  
For reasons you are familiar with, the Automobiles segment’s EBIT margin 
has decreased over the years. We put a stop to this development in 2007. 
We have stabilized it, and now we have our sights set on landing between 
8% and 10% by 2012.  


• The motorcycle business is another area where we aim to grow earnings. We 
want to achieve a slight year-on-year increase in 2008.  


• Financial Services is expected to continue expanding its business volume 
and display a positive earnings trend. However, as I explained before, this will 
be against the backdrop of higher burdens and risks.  


• In 2008, the capital expenditure and R&D ratios will move towards the target 
ranges we communicated as part of our strategy. 


• Furthermore, we will incur a one-off personnel cost for the workforce 
reduction in 2008. Here, the emphasis is on one-off. You already know the 
details. 
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• All in all, adjusted for the one-off effect of the Rolls-Royce exchangeable 
bond in 2007 of 97 million euros, we intend to generate a Group profit 
before tax, which would be higher than in 2006. 


 
Segment Reporting Preview 
 
Besides this preview of our business trend, I would like to give you an extended 
outlook of a more technical nature. We will present you with a restructured 
segment reporting in the 2008 financial statements. Why are we doing this?  
We want to offer you more transparency and deeper insight into our Group 
target system, for example with regard to our internal RoCE parameters. I already 
presented to you the RoCE figures, which are decisive for non interest-bearing 
liabilities and capital employed, in the RoCE tree earlier on. In addition, this data 
has also been published in our current annual report. But we want to take this a 
step further, in order to give you a better understanding of the qualitative and 
quantitative performance of our Automobiles, Motorcycles and Financial 
Services segments. Our re-segmentation also cancel the separation between 
industrial and financial operations. Above all, this will make our financial services 
business more transparent. In this context, we are also re-arranging the target 
system in our financial services business. The return on assets, which was our 
former KPI, is being replaced with the return on equity. As I said earlier, we will 
introduce the new reporting in the 2008 financial statements. We have already 
started to apply all of the new parameters. 
 


3. Status of the Profitability-Enhancement Program 


 
Ladies and Gentlemen,  
This concludes my remarks on the 2007 and 2008 financial years. Let us look 
further into the future, setting our sights on 2012 and thus on the profitability 
and efficiency targets of our Number ONE strategy. Because there is one thing I 
would like to emphasize once more:  
• The BMW Group is a healthy company, is market leader and innovation 


leader.  
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• But, we still have to do our homework when it comes to efficiency and 
effectiveness. As evidenced by our key return indicators, we are good, but 
there is always room for improvement. This applies especially to a sector 
that is as competitive as the auto industry. 


 
Therefore, we want to become better and more efficient, so that we can survive 
in the face of global competition. And thus cope with the responsibility we 
shoulder for our stakeholders. This is why, as we have stated frequently, we 
established a separate board committee for profitability, alongside the board 
committee responsible for strategy implementation. This committee is where all 
of our efforts to improve our earning power are controlled. And we are talking 
about a large number of efforts, because we have launched a large number of 
projects and activities. Rollout is in full swing.  
The key questions are: What do these activities look like?  
And will there be an impact on the bottom line? Let me give you a brief overview 
of this.  
First of all, we will reduce our exposure to currency risks by stepping up natural 
hedging. This means:  
• We will increase our production output in the dollar zone from 150,000 to 


240,000 units. We already published some details on this last week, 
including the required capital expenditure of 750 million US dollars.  


• In addition, we will expand sourcing in the USA. At present, only 9% of the 
purchasing volume for our global production network stems from NAFTA. 
This is far too little.  


• Furthermore, we intend to further increase our manufacturing output in 
Great Britain and China as well.  


 
Of course, this won't happen overnight. It will take some time. The next major 
lever is efficiency enhancements. All told, we want to realize an accumulated six 
billion euros in savings by 2012 – on top of our former plans. This is an area in 
which we are picking up speed and will soon be going full throttle. In other 
words, the effects will be felt following a warm-up phase, after which they will 
come into play sustainably. 
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The lion’s share – which would be two thirds or four billion euros – will be 
achieved in purchasing, which easily represents the largest cost item, amounting 
to 26 billion euros. Accordingly, we created a board division for this, which is 
going full steam ahead. In this context, I would like to stress the following on 
behalf of Mr. Diess, the colleague of mine who is in charge of this division:  
• We want to maintain our constructive cooperation with our suppliers. Only 


by joining forces can we maximize value for our customers at competitive 
costs.  


• This is why we are not pursuing a one-dimensional goal – to the 
disadvantage of our suppliers – of negotiating lower prices.  


• Instead, we intend to work with our partners to reduce their costs as a basis 
for lower prices. For example, we are providing them with advice, drawing on 
our product and engineering expertise. This will benefit both parties. 
Lastingly. And, most importantly, without facing quality risks. After all, 
customer orientation is the prime objective of what we do.  


• But of course, we negotiate price cuts as well. That goes without saying. 
And these cuts are on top of our original budgets. 


• In addition, we are exploring ways to leverage efficiency potential throughout 
our supply chain – not just at the first stage. Potential lies dormant here as 
well. This is why we are analyzing the entire value-added chain. In clear 
terms: Everything that is not perceived by customers as product 
performance or quality and that they are not prepared to pay for is being 
called into question. 


 
Once again, the maxim here is that these activities will take time, and the effects 
will require a run-up period before they take full effect. Nevertheless, the first 
tangible results will be seen this year already. We expect that savings in 2008 will 
be in the three-digit million range. 
This rounds up my comments on the four billion euros in efficiency 
enhancements and cost reductions in purchasing. This leaves us with another 
two million, which we will realize by reducing fixed costs and streamlining 
development processes. In so doing, we will continuously reduce the R&D ratio 
to between 5.0% and 5.5%. But, it will definitely not fall below that! Investments 
secure the future – especially as regards environmental technology. Therefore, 
we will continue to steer the company with foresight, while strategically investing 
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in important fields such as EfficientDynamics and defending and extending our 
competitive advantage! In line with our purchasing approach, we will not simply 
cut costs. Instead, we will look for an intelligent, creative solution.  
As a result, our motto is not fewer projects and future technologies – but less 
complexity and more efficiency! We are not just saving for the sake of saving. 
Instead, we try to find intelligent solutions to keep costs down. Let me give you a 
few examples:  
• We will make more and more use of construction kits for products and drive-


trains, for instance by increasing the number of shared components in our 
current four and six cylinder engine generations from 20% to 35%.  


• Engineering hardware, namely test parts, testing tools, etc., is a very big cost 
item in research and development. In total several hundred million euros per 
year. This is an area where we have a very focused approach, for example by 
refining virtual processes in order to reduce the number of prototypes we 
use. And, in turn, the development costs.  


• We see huge potential in third-party development work as well. This is why 
we are currently working with our colleagues in purchasing to come up with 
ideas for more efficient processes. 


Furthermore, we will draw up a clear list of priorities.  
• Which innovations are perceived by our customers? What are our 


customers willing to pay for?  
• And what technical areas are of less relevance to the customer, which would 


open the door to standardized solutions? 
 
As you can see, we are leveraging potential in development as well – but with 
good measure. This takes time, too. Some projects have a long-term horizon 
and do not take full effect immediately.  
Conversely, we will already see results in terms of personnel costs from 2009 
onwards. As you know, starting next year, we intend to realize annual savings of 
up to 500 million euros in this area. And, last but not least, we will further reduce 
the capital expenditure ratio, to less than seven per cent by 2012. Let me give 
you a concrete potential scenario: By introducing a new painting technique in our 
Oxford plant, we avoided making two-digit million investments when expending 
capacity in 2006/2007. 
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Moreover, thanks to our flexible production system, we will be able to achieve 
the targeted retail of 1.8 million by 2012 without a full new plant – building on our 
existing structures, a strict orientation towards creating value, and associated 
efficiency enhancements. 
 
This concludes my remarks on some of the activities through which we will 
realize the envisioned six billion euros in cost reductions. 
 
The program’s logical consequence will be the announced increase in margins 
and the sustained improvement of free cash flow: 
 
• The objective is to achieve a level of approximately two billion euros by 2012.  
• From 2012 onwards, we want to clearly exceed the two billion-euro mark. 
 
Ladies and Gentlemen,  
To sum up: We have set clear targets towards increasing our profitability and to 
strengthening our competitiveness. In so doing, we do not intend this to be a 
flash in the pan. Our goal is to create value over the long term! Accordingly, our 
strategy is not a one-dimensional savings strategy. We want to grow first and 
foremost through new products, new services and new markets. 
 
We also want to become even more profitable. In line with this, we will make sure 
that our efficiency-related activities are not one-dimensional, either. Instead, we 
will always keep an eye on all stakeholders: 
 
• Securing the future primarily translates into customer orientation. This is 


why we will not save on the substance or quality of our products – we 
continue to consistently invest in attractive automobiles and motorcycles as 
well as strong brands! After all, 56 billion euros in revenues do not fall from 
the sky. Instead, they are an expression of the appreciation our customers 
have for us!  


• Furthermore, we are fully aware of the fact that our employees are the key 
prerequisite for our success. Therefore, we want to continue to attract and 
retain the best people. The prerequisite for this is that we remain attractive 
as an employer. However, we will only achieve this if we ensure lasting 
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success on the basis of ample profitability—and this also includes adjusting 
the headcount to the necessities of our business operations, as we are 
doing right now.  


• And of course, we intend to remain a good investment at the end of the day. 
This is why we want our shareholders to consistently participate in our 
company’s success through an increased dividend. 


 
 
Ladies and Gentlemen, thank you very much.  
 
 
 







10-Jahres-Vergleich-2.xls
Tabelle1

		BMW Group

		10-year Comparison

						2007		2006		2005		2004		2003		2002		2001		2000		2000		1999		1998

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

																adjusted 1]				adjusted 2]

		Deliveries to customers

		Automobiles 3]		units		1,500,678		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

		Motorcycles 4]		units		102,467		100,064		97,474		92,266		92,962		92,599		84,713		74,614		74,614		65,168		60,308

		Production

		Automobiles 3]		units		1,541,503		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

		Motorcycles 5]		units		104,396		103,759		92,012		93,836		89,745		93,010		90,478		74,397		74,397		69,157		60,152

		Financial Services

		Contract portfolio		contracts		2,629,949		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

		Business volume (based on balance sheet carrying amounts)		euro million		51,257		44,010		40,428		32,556		28,647		26,505		25,306		24,958		17,578		16,859		12,564

		Income Statement

		Revenues		euro million		56,018		48,999		46,656		44,335		41,525		42,411		38,463		37,226		35,356		34,402		32,280

		Gross profit percentage Group		%		21.8		23.1		22.9		23.2		22.7		22.8		25.3		22.8		18.1		16.4		16.0

		Gross profit percentage Industrial Operations		%		19.8		20.3		20.9		21.9		22.1		22.7		24.0		23.5		-		-		-

		Gross profit percentage Financial Operations		%		10.3		11.4		12.0		12.5		12.3		10.5		16.0		12.0		-		-		-

		Profit before financial result		euro million		4,212		4,050		3,793		3,774		3,353		3,505		3,356		2,065		1,578		931		1,232

		Profit before tax		euro million		3,873		4,124		3,287		3,583		3,205		3,297		3,242		2,032		1,663		1,111		1,061

		Return on sales (earnings before tax/revenues)		%		6.9		8.4		7.0		8.1		7.7		7.8		8.4		5.5		4.7		3.2		3.3

		Income taxes		euro million		739		1,250		1,048		1,341		1,258		1,277		1,376		823		637		448		537

		Effective tax rate		%		19.1		30.3		31.9		37.4		39.3		38.7		42.4		40.5		38.3		40.3		50.6

		Net profit/ - loss for the year		euro million		3,134		2,874		2,239		2,242		1,947		2,020		1,866		1,209		1,026		-2,487 6]		462

		Balance Sheet

		Non-current assets		euro million		56,619		50,514		47,556		40,822		36,921		34,667		31,282		30,079		20,056		19,857		18,586

		Current assets		euro million		32,378		28,543		27,010		26,812		24,554		20,844		19,977		19,261		15,819		17,650		12,053

		Equity		euro million		21,744		19,130		16,973		16,534		16,150		13,871		10,770		9,432		4,896		3,932		6,445

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

		Industrial Operations		%		43.8		40.6		39.1		41.6		45.4		43.1		37.0		35.9		19.1		11.9		28.7

		Financial Operations		%		9.2		10.4		10.4		9.7		9.8		9.4		8.4		8.1		8.0		8.7		10.0

		Non-current provisions and liabilities		euro million		33,469		31,372		29,509		26,517		22,090		20,028		19,223		17,386		13,457		14,785		9,331

		Current provisions and liabilities		euro million		33,784		28,555		28,084		24,583		23,235		21,612		21,266		22,522		17,522		18,790		14,863

		Balance sheet total		euro million		88,997		79,057		74,566		67,634		61,475		55,511		51,259		49,340		35,875		37,507		30,639

		Cash Flow Statement

		Cash and cash equivalents at balance sheet date		euro million		2,393		1,336		1,621		2,128		1,659		2,333		2,437		2,927		2,879		2,055		1,935

		Operating cash flow 8]		euro million		6,340		5,373		6,184		6,157		4,970		4,553		4,304		3,966		-		-		-

		Capital expenditure		euro million		4,267		4,313		3,993		4,347		4,245		4,042		3,516		2,781		2,138		2,155		2,179

		Capital expenditure ratio (capital expenditure/revenues)		%		7.6		8.8		8.6		9.8		10.2		9.5		9.1		7.5		6.0		6.3		6.8

		Personnel

		Workforce at the end of year 7]				107,539		106,575		105,798		105,972		104,342		101,395		97,275		93,624		93,624		114,952		118,489

		Personnel cost per employee		euro		76,704		76,621		75,238		73,241		73,499		69,560		66,711		63,548		62,307		55,710		51,703

		Dividend

		Dividend total		euro million		694		458		419 9]		419		392		351		350		310		310		269		234

		Dividend per share of common stock/preferred stock		euro		1.06/1.08		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

		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 F 650 assembly by Aprilia S.p.A., from 2006 including BMW G 650 X 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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2007-BMW-Group-Financial-Result.xls
PnL

		BMW Group

		Group and Sub-group Income Statements

				Group						Industrial Operations *						Financial Operations *

		in euro million		2007		2006				2007		2006				2007		2006

		Revenues		56,018		48,999				55,263		49,227				14,349		11,349

		Cost of sales		-43.832		-37,660				-44.331		-39.238				-12.877		-10,050

		Gross profit		12,186		11,339				10,932		9,989				1,472		1,299

		Sales and administrative costs		-5.254		-4.972				-4.647		-4.464				-609		-535

		Research and development costs		-2,920		-2.544				-2,920		-2.544				-		-

		Other operating income		730		744				594		626				194		175

		Other operating expenses		-530		-517				-430		-450				-167		-125

		Profit before financial result		4,212		4,050				3,529		3,157				890		814

		Result from equity accounted investments		11		-25				11		-25				-		-

		Other financial result		-350		99				-81		383				-139		-33

		Financial result		-339		74				-70		358				-139		-33

		Profit before tax		3,873		4,124				3,459		3,515				751		781

		Income taxes		-739		-1,250				-496		-1.066				-327		-246

		Net profit		3,134		2,874				2,963		2,449				424		535

		Attributable to minority interest		8		6				8		6				-		-

		Attributable to shareholders of BMW AG		3,126		2,868				2,955		2,443				424		535

		Earnings per share of common stock in euro		4.78		4.38

		Earnings per share of preferred stock in euro		4.80		4.40

		* 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		2007		2006				2007		2006				2007		2006

		Intangible assets		5,670		5,312				5,550		5,276				120		36

		Property, plant and equipment		11,108		11,285				11,083		11,260				25		25

		Leased products		17,013		13,642				254		254				19,911		16,364

		Investments accounted for using the equity method		63		60				63		60				-		-

		Other investments		209		401				186		388				23		13

		Receivables from sales financing		20,248		17,865				-		-				20,248		17,865

		Financial assets		1,173		816				81		61				1,092		755

		Deferred tax		720		755				1,201		1,192				-1.952		-1.828

		Other assets		415		378				892		875				344		255

		Non-current assets		56,619		50,514				19,310		19,366				39,811		33,485

		Inventories		7,349		6,794				7,340		6,784				9		10

		Trade receivables		2,672		2,258				2,592		2,214				80		44

		Receivables from sales financing		13,996		12,503				-		-				13,996		12,503

		Financial assets		3,622		3,134				2,213		2,348				1,409		786

		Current tax		237		246				225		222				12		24

		Other assets		2,109		2,272				6,932		5,574				863		772

		Cash and cash equivalents		2,393		1,336				1,887		1,235				506		101

		Current assets		32,378		28,543				21,189		18,377				16,875		14,240

		Total assets		88,997		79,057				40,499		37,743				56,686		47,725

		Total assets adjusted for

		asset backed financing transactions		82,651		74,556				-		-				50,340		43,224

		* 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		2007		2006				2007		2006				2007		2006

		Subscribed capital		654		654

		Capital reserves		1,911		1,911

		Revenue reserves		20,789		18,121

		Accumulated other equity		-1,621		-1,560

		Minority interest		11		4

		Equity		21,744		19,130				17,755		15,315				5,197		4,965

		Pension provisions		4,627		5,017				4,595		4,983				32		34

		Other provisions		2,676		2,865				2,417		2,462				259		403

		Deferred tax		2,714		2,758				2,067		2,012				369		464

		Financial liabilities		21,428		18,800				716		882				20,712		17,918

		Other liabilities		2,024		1,932				1,514		1,458				1,843		1,732

		Non-current provisions and liabilities		33,469		31,372				11,309		11,797				23,215		20,551

		Other provisions		2,826		2,671				2,673		2,489				178		207

		Current tax		808		567				654		437				154		130

		Financial liabilities		22,493		17,656				2,090		1,407				20,403		16,249

		Trade payables		3,551		3,737				2,938		3,288				613		449

		Other liabilities		4,106		3,924				3,080		3,010				6,926		5,174

		Current provisions and liabilities		33,784		28,555				11,435		10,631				28,274		22,209

		Total equity and liabilities		88,997		79,057				40,499		37,743				56,686		47,725

		Total equity and liabilities adjusted for

		asset backed financing transactions		82,651		74,556				-		-				50,340		43,224

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





Cash Flow

		BMW Group

		Group and Sub-group Cash Flow Statements

				Group						Industrial Operations 1]						Financial Operations 1]

		in euro million		2007		2006 2]				2007		2006 2]				2007		2006 2]

		Net profit		3,134		2,874				2,963		2,449				424		535

		Reconciliation of net profit to cash inflow from operating activities

		Current tax		1,002		993				948		938				54		55

		Depreciation of leased products		4,698		3,808				4		4				4,324		3,560

		Depreciation and amortisation of tangible, intangible and investment assets		3,689		3,340				3,665		3,315				24		25

		Change in provisions		221		-346				398		-220				-143		-130

		Change in deferred taxes		-256		242				-472		77				300		227

		Other non-cash income and expense items		111		-329				146		-436				-35		107

		Gain/loss on disposal of non-current assets and marketable securities		-181		-68				-180		-70				-1		2

		Result from equity accounted investments		-11		25				-11		25				-		-

		Changes in current assets and current liabilities

		Change in inventories		-700		-265				-703		-261				3		-4

		Change in receivables		10		-611				-98		-493				-112		-135

		Change in liabilities		894		1,050				368		658				745		485

		Income taxes paid		-817		-733				-688		-613				-129		-120

		Cash inflow from operating activities		11,794		9,980				6,340		5,373				5,454		4,607

		Investment in intangible assets and property, plant and equipment		-4.267		-4.313				-4.156		-4.272				-111		-41

		Proceeds from the disposal of intangible assets and property, plant and equipment		272		39				270		31				2		8

		Expenditure for investments		-44		-29				-44		-24				-		-5

		Proceeds from the disposal of investments		16		110				16		76				-		34

		Investment in leased products		-13.261		-10.754				-359		-392				-12.902		-10.362

		Disposals of leased products		4,917		3,719				354		364				4,563		3,355

		Additions to receivables from sales financing		-54.573		-50.313				-		-				-54.573		-50.313

		Payments received on receivables from sales financing		49,813		47,848				-		-				49,813		47,848

		Investment in marketable securities		-2.698		-2.654				-2.698		-2.619				-		-35

		Proceeds from marketable securities		2,577		2,677				2,568		2,419				9		258

		Cash outflow from investing activities		-17.248		-13,670				-4.049		-4.417				-13.199		-9.253

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

		Payment of dividend for the previous year		-458		-419				-458		-419				-		-

		Proceeds from the issue of bonds		6,038		6,876				-		1				6,038		6,875

		Repayment of bonds		-4.152		-4.491				-		-1				-4.152		-4,490

		Internal financing of financial operations		-		-				-1.634		-1,040				1,634		1,040

		Change in other financial liabilities		3,603		1,027				-377		-129				3,980		1,156

		Change in commercial paper		1,526		583				845		644				681		-61

		Cash inflow/outflow from financing activities		6,557		3,323				-1.624		-1.197				8,181		4,520

		Effect of exchange rate and changes in composition of group on

		cash and cash equivalents		-46		82				-15		104				-31		-22

		Change in cash and cash equivalents		1,057		-285				652		-137				405		-148

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

		Cash and cash equivalents as at 31 December		2,393		1,336				1,887		1,235				506		101

		1] unaudited

		2] Previous year's figures adjusted due to changed presentation of taxes.

		3] Interest paid and received are presented in Note [39].





Segments

		BMW Group

		Segment information by business segment

						Automobiles						Motorcycles						Financial Services						Reconciliations						Group

		in euro million				2007		2006				2007		2006				2007		2006				2007		2006				2007		2006

		External revenues				42,435		37,948				1,223		1,255				12,146		9,603				214		193				56,018		48,999

		Change compared to previous year		%		11.8		1.9				-2.5		3.1				26.5		19.0				10.9		62.2				14.3		5.0

		Inter-segment revenues				11,383		9,819				5		10				1,794		1,476				-13,182		-11,305				-		-

		Change compared to previous year		%		15.9		14.0				-50.0		66.7				21.5		10.6				16.6		13.6				-		-

		Total revenues				53,818		47,767				1,228		1,265				13,940		11,079				-12,968		-11,112				56,018		48,999

		Change compared to previous year		%		12.7		4.2				-2.9		3.4				25.8		17.8				16.7		13.0				14.3		5.0

		Gross profit				10,528		9,636				345		322				1,345		1,215				-32		166				12,186		11,339

		Profit before financial result				3,450		3,055				80		75				717		689				-35		231				4,212		4,050

		Change compared to previous year		%		12.9		-0.8				6.7		11.9				4.1		10.8				-		862.5				4.0		6.8

		Result from equity method accounting				11		-25				-		-				-		-				-		-				11		-25

		Other financial result				-229		-18				-9		-9				26		-4				-138		130				-350		99

		Profit before tax				3,232		3,012				71		66				743		685				-173		361				3,873		4,124

		Change compared to previous year		%		7.3		1.2				7.6		10.0				8.5		13.2				-		-				-6.1		25.5

		Return on sales		%		6.0		6.3				5.8		5.2				5.3		6.2				-		-				6.9		8.4

		Significant non-cash items				356		-117				11		12				4,204		3,475				387		30				4,958		3,400

		Internal financing				6,591		5,552				156		144				4,873		4,095				77		272				11,697		10,063

		Capital expenditure				4,103		4,185				45		64				110		42				9		22				4,267		4,313

		Depreciation and amortisation				3,562		3,159				86*		77				24		24				11		12				3,683		3,272

		Additions to leased products				359		392				-		-				12,902		10,362				-2,223		-2,232				11,038		8,522

		Investments accounted for using the equity method				63		60				-		-				-		-				-		-				63		60

		Assets				28,515		27,227				670		687				59,040		50,529				772		614				88,997		79,057

		Liabilities				19,881		20,069				404		396				52,626		44,480				-5,658		-5,018				67,253		59,927

		Average workforce during the year				95,927		95,920				2,761		2,816				3,848		3,315				1,866		1,676				104,402		103,727

		* including impairment loss of euro 17 million due to volume-induced adjustment to forecast
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BMW Group heading towards a successful year in 2008 
Adjusted pre-tax earnings will be above last year’s level 
All-time high sales volume levels expected for all three brands  


 
Munich. The BMW Group intends to continue its successful business perfor-


mance in the current year. “We are aiming towards a current year profit before 


tax -adjusted for the exceptional gain on the settlement of exchangeable bond 


on shares in the British aero engine manufacturer, Rolls-Royce, in 2007 - that is 


higher than in the previous year”, said Norbert Reithofer, the Chairman of the 


Board of Management of BMW AG at the BMW Group Annual Accounts Press 


Conference in Munich on Tuesday.  


The BMW Group plans to achieve new record sales volume figures for all three 


brands in 2008 and hence to retain its position as the world’s leading premium 


manufacturer. “The BMW Group expects another record number of deliveries in 


2008. We remain well on course to achieving our strategic sales volume target of 


1.8 million vehicles in 2012”, continued Reithofer.  


 


The BMW Group again faces some major challenges in the current year as a 


result of the strong euro, a weaker US economy and continuing high raw material 


prices. It is also likely to be confronted in the future by stricter emission stand-


ards in many countries. The BMW Group has invested several hundred millions 


of euros in environment-friendly technologies in recent years, enabling and 


providing the BMW Group a competitive edge over its competitors. Our Effi-


cientDynamics programme offers customers the best technology that is current-


ly available on the market to reduce fuel consumption and CO2 emissions. In 


2007, some 450,000 vehicles were sold in Europe alone equipped with Effi-


cientDynamics. This figure is expected to rise in 2008 over 830,000 vehicles.  
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Number ONE strategy aimed at safeguarding BMW Group’s future 


 


“We are making sure that the BMW Group is fit for the future. All of the 


measures adopted in conjunction with our Number ONE strategy are aimed at 


safeguarding the BMW Group’s future and increasing its value”, he emphasised. 


By 2012, the BMW Group’s Automobiles segment is aiming to achieve a return 


on capital employed in excess of 26% and a return on sales in a range of 8% to 


10%. “Profitability is essential factor in our endeavours to safeguard the future of 


the BMW Group. It ensures that the necessary financial resources are available 


and also safeguards our independence”, stressed Reithofer.  


 


BMW Group achieves all of its targets in 2007 


 
The BMW Group achieved all of the targets that it had set itself for the financial 


year 2007 by posting new record sales volume and revenue figures and an ad-


justed profit before tax higher than one year earlier. Profit before tax, at euro 


3,873 million (2006: euro 4,124 million), was 6.1% down on the record level 


achieved in the previous year. Adjusted for the exceptional impact of the settle-


ment of the exchangeable bond on shares in the British engine manufacturer, 


Rolls-Royce plc, the profit before tax, as previously announced, was 0.6% higher 


than one year earlier. The exceptional gain on the conversion of the remaining 


options in 2007, at euro 97 million, was significantly lower than the previous 


year’s gain of euro 372 million. Group EBIT rose by 4.0% to euro 4,212 million 


(2006: euro 4,050 million).  


 
As a result of the one-time effect of the corporate tax reform in Germany, the net 


profit also rose by 9.0% to a new all-time high level of euro 3,134 million (2006: 


euro 2,874 million). The net profit therefore surpassed the three billion euro fig-


ure for the first time. Group revenues climbed by 14.3% to euro 56,018 million 


(2006: euro 48,999 million) on the back of sharp rise in sales volume and thanks 


to the dynamic growth of financial services business. This means that revenues 
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were able to break through the euro 50 billion barrier for the first time. Operating 


cash flow rose to 6,340 (2006: 5,373) million euros, resulting in an increase of 


18%. 


 


Adverse currency impact of euro 517 million in 2007 


 
The BMW Group again had to face strong headwinds in 2007 caused by unfa-


vourable developments on the foreign exchange and raw material markets. The 


adverse currency impact totalled euro 517 million (2006: euro 666 million), while 


higher raw material prices increased costs by euro 288 million (2006: euro 178 


million). Efficiency improvement measures and strong business growth, however, 


enabled the BMW Group to offset this impact to a large extent. The BMW Group 


forecasts that the adverse currency impact in the current financial year will be 


lower than in 2007. All of the main currencies are practically fully hedged for the 


current financial year.  


 


Shareholders to participate significantly more in success of business  


 
The Board of Management and the Supervisory Board will propose at the Annual 


General Meeting to be held on 8 May 2008 that the dividend per share of com-


mon stock be increased by 51.4% to euro 1.06 (2006: euro 0.70) and that the 


dividend per share of preferred stock be increased by 50.0% to euro 1.08 (2006: 


euro 0.72). “We also want our shareholders to be able to participate significantly 


more in the success of the BMW Group in the future”, explained Reithofer.  


New authorisation for share buy-back 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 be valid 


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


year remains valid until 14 November 2008. It has not yet been decided whether 







BMW Group 
Corporate Communications 


 


  Media Information 


Datum 
 18 March 2008  


Thema 
 BMW Group heading towards a successful year in 2008 


Seite 
 4 


 


 


 


 
or the extent to which the new authorisation will be applied to buy back further 


shares.  


Automobiles segment earnings increased in 2007  


The profit before taxes of the Automobiles segment for the financial year 2007 


improved by 7.3% to euro 3,232 million (2006: euro 3,012 million) despite ad-


verse currency factors and high raw material prices. Segment EBIT improved by 


12.9% to euro 3,450 million (2006: euro 3,055 million). The EBIT margin was 


unchanged at 6.4%. Segment revenues increased by 12.7% to a new all-time 


high level of euro 53,818 million (2006: euro 47,767 million), therefore growing 


at a faster pace than sales volume. The return on capital employee (ROCE) im-


proved to 22. 8% (2006: 21.7%). 


The total number of BMW, MINI and Rolls-Royce brand vehicles delivered to 


customers in 2007 rose again to its highest level to date, with the sales volume 


up by 9.2% to 1,500,678 units (2006: 1,373,970 units). This means that the 


BMW Group fully achieved the upper single-digit sales growth rate target set for 


the full year 2007.  


One of the major contributing factors for the good performance was the Effi-


cientDynamics package which is helping to reduce fuel consumption and CO2 


emissions. Customers are also benefiting from this innovative technology in 


many MINI models.  


1,276,793 BMW brand cars were sold in 2007, surpassing the previous year’s 


level (2006: 1,185,088 units) by 7.7%. The MINI also recorded good growth with 


the retail sales volume rising by 18.5% to 222,875 units (2006: 188,077 units). 


Rolls-Royce increased its sales volume figures for the fourth year in succession 


and remains the undisputed market leader in the ultra-luxury segment. Rolls-


Royce Motor Cars handed over 1,010 vehicles (2006: 805 vehicles) to custom-


ers in 2007 (+ 25.5%), therefore achieving a four-figure annual sales volume 


figure for the first time.  
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Motorcycles business continues to perform well 


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


2007, primarily thanks to process optimisation and efficiency improvements. The 


segment profit before tax rose by 7.6% to euro 71 million (2006: euro 66 million). 


Revenues fell by 2.9% to euro 1,228 million (2006: euro 1,265 million) due to 


the changed model mix. The EBIT margin generated by motorcycle business 


improved to 6.5% (2006: 5.9%), while the ROCE increased to 18.2% (2006: 


17.7%). The sales volume increased by 2.4% to 102,467 units (2006: 100,064 


units).  


Financial services business continues to perform dynamically 


 
The Financial Services segment continued to perform dynamically in 2007 de-


spite less favourable refinancing conditions. Segment profit before tax, at euro 


743 million (2006: euro 685 million), was 8.5% ahead of the previous year. Rev-


enues rose by 25.8% to euro 13,940 million (2006: euro 11,079 million). At the 


year-end, 2.63 million lease and financing contracts were in place with dealers 


and retail customers, representing an increase of 15.8%. The proportion of new 


BMW and MINI cars financed by the Financial Services segment increased to 


44.7% (2006: 42.4%).  


Capital expenditure almost at previous year’s level 


 
Capital expenditure in 2007 totalled euro 4,267 million (2006: euro 4,313 million) 


and was therefore almost at the previous year’s level. Capitalised development 


costs recognised as assets in accordance with IAS decreased by 13.2% to euro 


1,333 million (2006: euro 1,536 million) reflecting the lower volume of series 


development projects. Capital expenditure for property, plant and equipment and 


other intangible assets increased by 5.7% to euro 2,934 million (2006: euro 


2,777 million), partly in connection with the expansion of the production network. 


The capital expenditure ratio of the BMW Group declined to 7.6% (2006: 8.8%). 
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Slight increase in workforce 


 
The workforce increased slightly during the year, mainly as a result of the acqui-


sition of Husqvarna Motorcycles and two acquisitions made by the Financial Ser-


vices segment. At the end of 2007, the worldwide workforce comprised 107,539 


employees (31 December 2006: 106,575 employees), an increase of 0.9%. 
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The BMW Group – an Overview 


 2007 2006 
Change 


 in % 


Vehicle production    


Automobiles 1,541,503 1,366,838 12.8 


Thereof: 
   BMW units 1,302,774 1,179,317 10.5 


   MINI  units 237,700 186,674 27.3 


   Rolls-Royce  units 1,029 847 21.5 


Motorcycles  units 104,396 103,759 0.6 


    


Deliveries to customers    


Automobiles 1,500,678 1,373,970 9.2 


Thereof: 
   BMW units 1,276,793 1,185,088 7.7 


   MINI  units 222,875 188,077 18.5 


   Rolls-Royce  units 1,010 805 25.5 


Motorcycles units 102,467 100,064 2.4 


     


Workforce at the end of the year1 107,539 106,575 0.9 


     


Revenues euro million 56,018 48,999 14.3 


Capital expenditure  euro million 4,267 4,313 -1.1 


Operating cash flow                       euro million 6,340 5,373 18.0 


EBIT                                                             euro million 4,212 4,050 4.0 


Profit before tax  euro million 3,873 4,124 -6.1 


Thereof: 
   Automobiles  euro million 3,232 3,012 7.3 


   Motorcycles  euro million 71 66 7.6 


   Financial Services  euro million 743 685 8.5 


   Reconciliations  euro million -173 361 - 


Income taxes  euro million -739 -1,250 - 


Net profit  euro million 3,134 2,874 9.0 


Earnings per share2  euro 4.78/4.80 4.38/4.40 9.1 


Dividend per share of com-
mon/preferred stock                                                      
euro 1.06/1.08 0.70/0.72 51.4/50.0 


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 
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