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Operative Focus Strategic Focus

�

• Focus on establishing a
lean cost structure

• Stabilizing volume and
share in key segments

• Quality and efficiency
improvements accelerating

• Regain short-term profitability

• Establish a unique selling
proposition

• Profitably grow volume

• Close gap with industry
leaders in quality and
efficiency

• Creating a new company

Chrysler Group situation & strategy

TRANSFORMATION OF CHRYSLER GROUP
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1st Qtr 2nd Qtr
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2000
Operating Results

EUR 531

2001
Operating Results

EUR (2,183)

1st Qtr 2nd Qtr 3rd Qtr

2002
Operating Results
EUR 1,240 (Y-T-D)

CHRYSLER GROUP RETURNS TO PROFITABILITY
– AMOUNTS IN MILLIONS OF EUR (Excluding one-time effects) –
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✓

Plan:  Operating Profit
> 2.0  bn

Plan:  BreakevenPlan:  (Operating Loss)
(2.2) - (2.6)  bn

✓
✓

✓
✓

✓✓

Actual 1Q-3Q:
 1.240 billion

Cum. Plan:    22,200
Y-E Fcst:    24,500

New Venture Gear
(NVG) JV Unwinding

Sell Dayton Thermal
and Eurostar

New Castle JV

Close Ajax

Implement line speed
changes and eliminate

shifts

Close select
component plants

Achieve 5% material
cost reduction

Actual:
(2.183) billion

Product
Actions

Headcount
Reductions

(Excl 1,300
Supplemental)

Operative
Actions

Financial
Projection

2001

Launch all-new
Jeep Liberty and
Ram 1500 Pickup

✓
Plan:         18,000
Actual:      19,500

2003

Launch all-new
Ram Heavy Duty

and Viper

FINANCIAL / OPERATIVE TURNAROUND MILESTONES

2002

Launch all-new
Pacifica, Crossfire,

Durango

Productivity and quality
improvements

Seek further non-core
divestitures

Chrysler Group situation & strategy

Cum. Plan:       24,700
Forecast:      to be achieved

       in 1Q
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TURNAROUND PLAN ON TARGET

Chrysler Group situation & strategy

Material Cost Improvement

Plant Cost Reduction

Fixed Cost Reduction

Revenue Improvement

Cum. Reduction /
Improvements

2002
Plan vs. Actual

Î

ÎÎ

Î

Ï

ÎÎ
Marketing cost % of revenue
     (Incentives per unit)

Restructuring of Sales Org.
New product launches

Dealer inventory level

ÏÏ

Î
Î

Ï

Implications for 2003

Cost over-achievement includes new reductions,
quality and productivity improvements and partial
pull-ahead of 2003 reductions

�

• Continuing fierce competition in U.S.
• High incentives / net negative pricing
• Competitive product launches
• Geopolitical and economic uncertainty
• Additional industry capacity

• Strive for operational benchmarks

• New product launches (Pacifica, Crossfire, Durango) 
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Probability

10%

55%

25%

10%

    Theme

Whole
World
Grows

Slow but
steady
recovery

Continued
stock
market
decline

Long,
messy war

Industry

17.5

17.0

16.0

15.0

     Key Driver

U.S. Locomotive

Incentives keep
sales high and
profits lower

Investor and
consumer
pessimism

Supply 
disruptions and
oil prices surge

     Iraq

Short, 
Successful

Short,
Successful

Short,
Successful

Long,
Messy

   Oil

$30
$20-25 by
mid-year

$30
$20-25 by
mid-year

$30
$20-25 by
mid-year

$60 peak
$40 average

Interest Rates

Fed raises 
rates beginning 
in 2Q 2003

Fed holds 
steady through
mid-2003

Further cuts

Further cuts

Chrysler Group
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✔ Strong dollar
✔ Low tariffs
✔ More profitable
✔ Strong industry volumes

- Entering new
segments

- Building brand image
by leveraging
technology

7HFKQRORJ\�,PDJH

- Entering markets with
attractive pricing

- Building brand image
with aggressive warranty
coverage

3ULFH���9DOXH

- Increasing offerings in
pickup truck, minivan
and SUV segments

- Leveraging brand image
with expanded portfolio

4XDOLW\�,PDJH
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DOMESTIC MANUFACTURERS HAVE LOST MARKET SHARE TO
JAPANESE, KOREANS AND EUROPEANS IN PAST 15 YEARS
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’86 ’87 ’88 ’89 ’90 ’91 ’92 ’93 ’94 ’95 ’96 ’97 ’98 ’99 ’00 ’01 ’02

+ 2.1

+ 2.9

+ 6.8

(0.5)

(10.4)

(1.3)

Ppt Change
2002

vs. 1986

Chrysler Group

U.S. Total Market Share
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3URGXFW

3URGXFWLRQ

0DUNHWLQJ

• Customer needs

• Quality

• Flexible plant loading

• Capacity driven by
demand

• Build to order

• Limited incentives /
lower advertising costs

• Brand image

• Internally-defined factors

• Maximize capacity
utilization

• Higher volume required to
breakeven

• Sell from inventory

• High incentives / advertising
the “deal”

• Fleet mix

UNIQUE PROPOSITION REQUIRED

Traditional Big Three

Japanese / European

Chrysler Group situation & strategy
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Total Sales
Units (Millions)

&+$//(1*,1*�*52:7+�7$5*(7

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

4.5

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

+1 Mil
Units

Volume
Target

*HQHUDWLRQ�;
������\UV

���PLOOLRQ

���0LOOLRQ

9HKLFOH�9DOXH
'ULYHUV

�&RPIRUW
�/X[XU\

�8WLOLW\
�6DIHW\

Baby Boomers
������\UV

���PLOOLRQ

�����\UV
0LOOHQQLDOV

�%UDQG�,PDJH
�7HFKQRORJ\
�&RQQHFWLYLW\

�/LIHVW\OH�(QDEOHU

9HKLFOH�9DOXH

'ULYHUV
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Achieve Lean Processes

• Speed

• Cost

• Productivity

Delight the Customer
• Quality, Reliability

• Customer Satisfaction
• Aspirational Brands

Deliver Aspirational
Products

• Styling Leadership
• Segment Innovation
• Product Innovation

Chrysler Group situation & strategy
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Achieve Lean Processes
•Speed
•Cost
•Productivity
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Hours Per Vehicle
(Assembly, Stamping, Engine & Transmission)

Source: Harbour Report 2002

Phase 1

Phase 2

48.50

45.50

36.84

34.01

30.53

&KU\VOHU�*URXS

44.28

40.88

39.34

31.63

29.00
28.23

31.18

+$5%285�5(68/76�����3+$6(�,03529(0(17

Approx. 8%
improvement for 2002

Chrysler Group situation & strategy
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$20.8 $20.8 $21.5

$19.0 $19.0
$19.8$19.9

$15.7

���� ���� ���� ���� ���� ����

Asset Reduction Initiatives

• Capital Spending
Reductions

• Inventory Reductions

• Sale of Dayton Thermal
Plant, Eurostar Facility
and DC Aviation Unit

• New Castle joint venture

• Seven Plant Closures by
2003 (4 Assembly and 3
Powertrain)

$(Billions)

2003 Planning

Pre-Turnaround Plan

Turnaround Plan

Net Asset Reduction Targets

5('8&('�1(7�$66(7�%$6(
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Actual
~$14

Forecast

Actual
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Delight the Customer
• Quality, Reliability

• Customer Satisfaction
• Aspirational Brands

Compete
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>20%

Warranty Expense per Unit Sold

‘96   ‘97   ‘98     ‘99        ‘00       ‘01      ‘02        ‘03
0RGHO�<HDU

$&&(/(5$7('�48$/,7<�,03529(0(176

5-6% per annum

Target

Chrysler Group situation & strategy
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Chrysler Sebring

2004 Chrysler Pacifica

48$/,7<�3(5&(37,21�,03529,1*�7+528*+�728&+�32,176
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Chrysler Group’s Unique
Proposition:

• Maintain Design Leadership As
a Core Competency

• Deliver Segment-busting and
Segment-defining Vehicles to
the Market

• Utilize Product Technology to
Create Customer Value

Deliver our unique proposition
consistent with each of our brand
positioning

Deliver Aspirational Products
• Styling Leadership
• Segment Innovation
• Product Innovation
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'RGJH�$YHQJHU 'RGJH�.DKXQD
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• Rear Wheel Drive - All-Wheel Drive availability
• 5.7L supercharged HEMI V-8 Engine  - est. 430 hp @ 480 lb-ft torque

• Production version - about 345 hp @ 375 lb-ft torque
• 2004 CY
• Common components with Mercedes includes:

• Adapted five-speed automatic transmission,
• Steering and front and rear suspension systems
• Seat structures
• Electronic architecture

Chrysler Group situation & strategy
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&KU\VOHU�37�&UXLVHU�������

Innovative Packaging
and Model Lineup &KU\VOHU�3DFLILFD�������

Business class seating
in 1st and 2nd row

Chrysler Group situation & strategy

&KU\VOHU�	�'RGJH�0LQLYDQV

'RGJH�'XUDQJR
Innovative Features & Packages

1st in Segment

1st with 3-Row Seating
1st Mid-Size SUV
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E-Class

A-Class
M-Class

S-Class

C-Class

Power Train

Premium Vehicle

Activity Vehicle
Truck

Small Vehicle

Family Vehicle

Power Train

Product

Teams

Coordinated through
Executive Automotive

Committee

Component 
Teams

Component 
TeamsProduct

Teams

22
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• World Engine
Alliance

• Transmissions &
Diesel Engines

Chrysler Group situation & strategy
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4.0

6.0

8.0

10.0

2001 2002 2003 2004 2005 2006

Base $42 bil

Turnaround Plan
$36.1 bil

Forecast $30.2 bil

‘01 - ‘05

‘02 - ‘06

 7   Net New
Products Added

● More bidding for tools and
facilities

● More re-use of equipment

● Sharing of components
between platforms and with
our partners

● Basic architecture of vehicles
used for longer cycles - Two
major cycles and frequent
refreshenings

● Design the car into existing
manufacturing process rather
than “build a new plant” for
every new product

● More derivative models

● Overall reduction in non-
product spending

��<HDU�3URJUDP�6SHQGLQJ�3ODQ
��%LOOLRQV�

$'',1*�352'8&76�:+,/(�5('8&,1*�63(1',1*
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 “American Dream
Machines”

“Drive & Love”

 Reposition from a
“mainstream” brand to a
“premium” volume brand

 “Only in a Jeep”

Expand and differentiate line-up
from competitors with:

• Derivatives
• Luxury and performance

models
• Entry level models

 “Street Smart”
“Grab Life by the Horns”

• Most powerful pickup truck
line-up on the planet

• Cars to be unique and fully
differentiated from shared
platforms

Chrysler Group situation & strategy
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2002 CY

5.7L ‘Hemi’
Engine

Dodge Viper SRT-10

Jeep Liberty
Renegade

Jeep Wrangler
Rubicon
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2003 CY

Chrysler Pacifica (Spring)
• Windsor Assembly Plant
• 100,000+ units in 2003
• Zero Downtime (rolling launch)

SRT-4 (Spring)
• Belvidere Assembly Plant
• ~5,000 units in 2003

Chrysler Crossfire (Spring)
• Karmann Manufacturing
• 12-15,000 units in 2003

(20-30,000 units annually)

Dodge Durango (Fall)
• Newark Assembly Plant
• 30,000 units in 2003

(~180,000 units annually)

Dodge SRT-10 (Fall)

Dodge Sprinter (Spring)
• Import
• ~7,500 units in 2003
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• 2QH�VWRUH�ZLWK�DOO�EUDQGV
• &RPPRQ�EDFN�RIILFH�RSHUDWLRQV
• )HZHU�VWRUHV
• +LJKHU�WKURXJKRXW
• /RZHU�GLVWULEXWLRQ�FRVW
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