Corporate Communications
Media Information
19 March 2013
- Check against delivery -

Statement
Dr. Friedrich Eichiner
Member of the Board of Management of BMW AG, Finance
Annual Accounts Press Conference for the Business Year 2012
March 19, 2013

Ladies and Gentlemen,
A warm welcome from my side as well.
Thanks to our clear strategy, the BMW Group continues its dynamic progress.
2012 was a success for the company in two ways: It was the first milestone year
of our Strategy Number ONE – a year in which we reached the substantial
targets we set for ourselves in 2007. In 2012, the BMW Group also set new
records – with higher sales, earnings and net profit than in previous years. The
BMW Group confirmed its position as the world’s leading premium
manufacturer. Up-front investments to secure growth and future
competitiveness support the aim to remain number one.
Back in 2007, one of the aims of the strategy was to boost the BMW Group’s
profitability. Now, we are delivering on what we promised. I will take a brief look at
those targets: Sell more than 1.8 million vehicles – and, at the same time,
increase profitability and efficiency. Moreover, the EBIT margin target in the
Automotive segment was between 8-10%. The Financial Services segment was
also expected to deliver a return on equity (RoE) of over 18%. That operating
strength was also to be reflected in a high free cash flow of over € 2 billion. The
development of some key figures shows just how much we have accomplished:
Last year, the EBIT margin in the Automotive segment was 10.9%; Financial
Services generated a return on equity of 21.2%.
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So, the targets were achieved – despite volatile markets and more intense
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competition. We kept our promises: Our key figures fulfilled or exceeded our
targets. This success was accomplished through hard work: In the company,
numerous separate initiatives were achieved at the divisional and corporate
levels. Both costs and performance were optimized. Our profitability programme
has made us more efficient. On this basis, our management systems and our key
performance indicators were adjusted. Today this company is benefiting from
leaner processes and better cost and expense control. The BMW Group is more
profitable than before – and the EBIT margin should remain in the 8-10% range.
That is quite a challenge in our industry with such volatile market trends.
The key targets for the Group and the segments will remain in place until 2016.
The guidelines of our strategy will even reach out until 2020. Strategy Number
ONE is a key success factor: The BMW Group achieved its targets and won the
confidence of investors. Its consequent implementation at the operational level
will ensure the BMW Group remains on course for continued success.
The BMW Group’s financial strength provides the basis for future growth. The
BMW Group’s capex ratio stood at 6.8% of revenue in 2012. Total investments
amounted to €5.24 billion, including capitalised development costs of € 1.09
billion.
Capital expenditure for property, plant and equipment totalled € 4.03 billion. To
ramp-up new models, capacity at our plants was expanded and our production
was made more flexible – paving the way for our next phase of growth.
Establishing the production facilities for BMW i products has been a particular
focal point.
The BMW Group’s capital expenditure is more efficient today than it was in the
past: In making production more flexible, we are able to build more models at
one site. The BMW Group’s plants are already running at over 100% capacity.
To meet the strong demand, investments are continuing to expand capacity. In
addition, we are ensuring flexible utilization of our existing plants.
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The company will utilize growth opportunities and continue to prepare for the
technological challenges of the future. This is why the capital expenditure ratio
will slightly exceed the sub 7% target range in 2013; but in the period until 2016,
the target ratio remains below 7%. Development processes have become even
more efficient: Today, more vehicles and technologies are being developed than
in the past, yet the R&D ratio still remains within our target range of 5-5.5% of
revenue. The BMW Group’s growth is set to take on a new dimension – with
more model variants than ever before.
No fewer than 25 new models will enter series production in 2013 and 2014 –
ten of them brand-new vehicles. For our customers, we will continue to offer an
attractive and fresh portfolio as well as substantial innovations. In 2012, the
BMW Group spent € 3.95 billion (German Commercial Code – HGB) in research
and development. Overall, our development activities have increased
significantly. As a result, our R&D spending increased by around € 580 million
compared with the previous year. Our R&D ratio of 5.1% of revenue is within our
target range. Development expenses will likely continue to rise this year in order
to maintain our leading position in technology and efficiency. Increasing
regulatory requirements demand the development of efficient, low-emission
drive trains, new technologies and materials. As a result, the R&D ratio will likely
slightly exceed the target range of 5-5.5% of revenue this year.
This will provide the BMW Group with a competitive edge. The same situation
occurred several years ago with our “Efficient Dynamics” technology programme
– an area we invested in earlier than our competitors. That investment has since
paid off: Our vehicles today combine fuel economy with enhanced performance.
This is a crucial selling point. Innovative products and technologies will continue
enabling the BMW Group to maintain its competitive lead. In the period until
2016, our R&D ratio will return to our target corridor of 5 to 5.5%.

Corporate Communications

Date
Subject
Page

Media Information
19 March 2013
Statement Dr. Eichiner, Annual Accounts Press Conference 2013
4
Strategy Number ONE is also designed to benefit our investors. Those who
believe and invest in our company deserve a bigger share of our company’s
success. At this year’s Annual General Meeting, the Board of Management will
propose a dividend of € 2.50 per share of common stock for the 2012 financial
year. That represents a dividend yield of 3.3%. This year’s dividend payment
totals € 1.64 billion: 32% of our net profit for the year will therefore be paid out to
our shareholders. Holders of preferred stock will even earn a dividend yield of
4.6%.
I would like to talk now in a little more detail about the 2012 financial year – which
was characterised by a strong financial performance in addition to our strategic
milestones. A strong fourth quarter contributed to the successful financial
results: Group pre-tax profit reached € 1.78 billion. With an EBT margin of 8.7%,
the fourth quarter of 2012 was also more profitable than the same quarter of the
previous year. In the automotive segment, the EBIT margin was 10.6% for the
quarter.
In 2012, the Automotive segment generated revenues of € 70.21 billion – an
increase of 11% over the previous year. Segment EBIT climbed to € 7.62 billion,
and its pre-tax earnings of almost € 7.2 billion were 5.5% higher year-on-year.
The EBIT margin in the Automotive segment for 2012 was 10.9%.
In the 2011 to 2012 profit bridge, you can see the factors that contributed to the
increase in earnings: Dynamic sales growth was certainly a decisive element.
However, changes in the model mix and a strong competition in Europe in
particular had an adverse impact. Our business activities profited significantly
from a currency tailwind. Better transaction rates for our main currencies
boosted earnings by about € 1 billion. We benefitted from attractive foreign
currency hedges.
On the other hand, there was an impact from rising personnel costs and up-front
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investments for key future technologies and business areas. Last year, more
than 5,500 new staff was hired as part of our focus on further growth and new
areas of competence. Combined with an increase in pay, this led to higher
personnel costs than in 2011. Our earnings were impacted in the amount of
€ 815 million for up-front investments in future projects. This item includes the
positive effects of the efficiency and cost measures implemented as part of our
Strategy Number ONE – although they were off-set by up-front investments in
key future areas.
Healthy earnings generated a strong free cash flow in the Automotive segment.
Despite substantially higher capital expenditure, free cash flow totalled € 3.81
billion in financial year 2012. The reduction in working capital had a positive
effect year-on-year. We met our guidance of more than € 3 billion in free cash
flow for the Automotive segment in 2012. This year, free cash flow will likely
remain below € 3 billion due to higher capital expenditure. However, we are
maintaining our target of more than € 3 billion over the medium term.
The company’s liquidity situation remained solid. At the end of the year, Group
liquidity totalled € 11.03 billion. This assures us the financial flexibility we need.
Financial Services contributes to the profitable growth of the BMW Group. This
segment was successful in 2012, despite market volatility. 1.34 million new
contracts were signed with customers – an increase of 12.1%. Both our leasing
and financing business reported double-digit growth. Overall, Financial Services
leased or financed 40.4% of new BMW Group vehicles – with a penetration rate
slightly lower than the previous year.
The segment reported pre-tax earnings of € 1.56 billion. While last year’s figure
included positive one-off effects of € 439 million from adjustments to risk
provisions, this year’s result includes a positive effect of € 124 million from the
off-lease business. Adjusted for both these effects, pre-tax profit for 2012 was
6.4% higher year-on-year.
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The total business volume, as disclosed on the balance sheet, climbed to nearly
€ 81 billion – an increase of 7.6% over the previous year. The Financial Services
segment achieved a return on equity of 21.2% in 2012. Attractive refinancing
conditions also contributed to the profitability of Financial Services. The BMW
Group benefits from its excellent rating and broad range of refinancing
instruments.
The segment’s business units grew according to plan.


The Financial Services subsidiary Alphabet International, with operations
in 19 countries, managed more than 502,000 fleet contracts in the 2012
financial year to become the fourth-largest fleet management company
in Europe. The integration of ING Car Lease proceeded well, and
business has developed better than anticipated.



The expansion of the BMW Bank continued as planned: In August 2012,
BMW Financial Services France became a subsidiary of the BMW Bank,
which also includes our activities in Germany, Italy, Portugal and Spain.



The deposit volume from the BMW Banks in Germany and the US grew
as planned by 8.1% to more than € 13 billion.

Risk management is taken very seriously and our risk provisions from the
previous year were increased. In the fourth quarter, in particular, measures were
taken to cover additional risks in the Southern European markets.
With the exception of Southern Europe, the situation on the used car markets
continued to stabilise in 2012. We expect a higher volatility on the used car
markets in 2013. In Southern and Western European markets, the situation
might remain tense. The BMW Group is prepared for this and has accrued
adequate risk provisions. In our credit business, the credit loss ratio fell a further
basis point to 0.48%. But, here also, further charges may arise in 2013 from the
Southern European markets. Our risk provisions have taken this into account.
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Our Financial Services business will also focus on growth in 2013. As a service
provider, the segment increasingly serves as the customer’s point of contact for
the BMW Group, and is aligning its internal processes accordingly.
The Motorcycles segment reported record sales volumes once again in 2012. In
a declining market, more than 117,000 BMW and Husqvarna motorcycles were
delivered to customers worldwide – an increase of 3.1%. BMW Motorrad
demonstrated its strong potential in a difficult environment. In Germany, Italy and
Spain, BMW Motorrad maintained its leadership in the segment above 500cc.
Reluctant buyers in Southern European markets were more than offset with
strong gains in our overseas markets. For example, in Manaus in Brazil, BMW
Motorrad now produces four models for the local market. Revenues increased in
line with sales growth to reach € 1.5 billion, while segment earnings were
impacted by one-off effects from our strategic realignment. Due to this, pre-tax
earnings decreased to € 6 million.
The BMW Motorrad portfolio will be expanded, focusing in particular on new
business areas with growth potential. Our first products for urban mobility were
introduced last year: the new C 650 GT and C 600 Sport maxiscooters. Our
future offering will also include premium electric two-wheelers, such as the C
Evolution electric scooter, which will come onto the market in 2014. At the same
time, the offering for our core business between 650 and 1600cc will be
selectively broadened. The decision was made to withdraw from the off-road
segment. We forecast a positive development for BMW Motorrad in 2013.
Attractive new models will position the BMW Group to achieve further sales
growth. The new HP4 has been on sale since December 2012, as well as three
special-edition boxer models for the brand’s ninetieth anniversary available since
January. The latest F 800 GT and the brand-new R 1200 GS were also recently
launched.
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In the Eliminations, inter-segment profits are eliminated, especially intragroup
profits from our leasing business. The pre-tax result was negative € 937 million.
This represents an improvement of € 166 million from the previous year. A better
margin structure in our leasing portfolio has contributed positively to this result.
The BMW Group has once again set ambitious targets for 2013. We aim to
maintain our position as the world’s leading premium manufacturer. Higher sales
growth than the premium segment as a whole is being targeted – and no fewer
than eleven new models will be added to our attractive model line-up this year.
We aim to deliver a total of more than 2 million vehicles worldwide in 2016 and
capture additional market share.
The economic environment will remain challenging this year. There is not likely
to be any major improvement in the economic situation in Europe – and we
anticipate a slight decline in the European automotive market overall. The
company will take advantage of opportunities in its overseas markets. The global
car market will grow to record levels this year – and the BMW Group will be a
part of that.
The BMW Group will maintain its focus on profitable growth. We will continue
our high levels of investment in key future areas, thus ensuring future earnings.
Overall, we expect a positive business development in this year. Assuming
economic conditions remain stable in 2013, we aim to achieve a Group profit
before tax on a similar scale to that reported in 2012. Despite high up-front
expenditure and higher levels of investment, we aim to achieve an EBIT margin
for the Automotive segment within our target range of 8-10%. We will stick to
our targets over the long term. However, depending on political and economic
developments, actual margins could end up being above or below the targeted
range.
In the Financial Services segment, we expect our return on equity to remain at
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least 18%. As we target further growth, we are preparing the segment for its role
as the customer’s point of contact for the BMW Group. BMW Motorrad is also
focusing on new growth segments, such as urban mobility and e-mobility;
attractive new models will generate further sales growth.
The guidance assumes that overall political and economic conditions remain
mostly stable. A potential slow-down in the economic growth of China or political
conflicts and instability in some regions could put the global economic
development at risk. In China we currently see the normalisation of the premium
automotive market. Also in Europe, the economic situation might face further
headwinds. Consolidation measures in countries with higher budget deficits
could slow down growth. Adequate provisions have been accrued for the risks
associated with our financial services business.
Overall, we remain cautiously optimistic – our strong premium brands and
attractive models, our strategic alignment and our financial strength are key
success factors. We will continue to focus on the long term – striving to enhance
our company’s value, for the benefit of our employees and investors. Thank you.

