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Investment in property, plant and equipment

Cash provided by operating activities

Operating profit

Net income

per share (in US $/1)

1 Rate of exchange: 11 = US $1.1502 (based on the noon buying rate on June 30, 2003).
2 A 2% decrease after adjusting for effects of currency translation.
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Business Review 
Developments in second quarter affected by difficult market 
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� Group operating profit of 30.6 billion in second quarter (Q2 2002: 31.7 billion) 
� Revenues of 334.3 billion, decrease primarily due to appreciation of euro against US dollar 
� Mercedes Car Group successful with new products, slight increase in operating profit (30.9 billion)
� Difficult market conditions in the United States led to loss at Chrysler Group of 30.9 billion
� Improved earnings at Commercial Vehicles (30.2 billion)
� Services posts significant increase in earnings (30.3 billion)
� Full-year 2003: DaimlerChrysler will endeavor to achieve an operating profit from its ongoing business of about 35 billion 

Note:

Starting with its reporting for the year 2003, DaimlerChrysler has departed from its 

previous practice of presenting earnings with and without one-time effects; in the future only

one figure will be reported for operating profit, net income and earnings per share. 

In order to ensure comparability with the prior year’s figures, a reference is made to the 

one-time effects included in the respective prior-year quarters. 

With this procedure DaimlerChrysler is following the new rules adopted by the 

US Securities and Exchange Commission (SEC), which must be applied for the 2003 

financial year and which deal with the reporting of “one-time effects” much more 

restrictively.

No growth momentum for economy or automobile market 

� The worldwide upswing that had been hoped for in the second
quarter of 2003 did not materialize. In the euro zone, economic
expectations were further dampened by the very significant 
appreciation of the euro against the US dollar. 

� Sales of automobiles in the United States in the second quarter
were lower than in Q2 2002. Even lower unit sales were only avoided
by offering customers higher incentives. Demand also declined in
the automotive markets of Western Europe. 

Improved earnings in nearly all divisions 

� DaimlerChrysler achieved an operating profit of 10.6 billion for 
the second quarter (Q2 2002: 11.7 billion). The operating profit for 
the second quarter of 2002 included a charge of 1257 million as
the balance of several one-time effects. 

� The Mercedes Car Group division increased its operating profit by
2% to 1861 million, primarily due to the full availability of the new 
E-Class and the CLK coupe. 

� Chrysler Group posted a second-quarter operating loss of 
1948 million (Q2 2002: operating profit of 1414 million including a
restructuring charge of 1374 million). The deterioration is due to
lower shipments and increased incentives, including higher provi-
sions for marketing costs related to dealer inventories and for 
guaranteed residual values.

� At Commercial Vehicles, further progress with the implementation
of efficiency-enhancing programs meant that the divison’s result
improved from an operating loss of 17 million in Q2 2002 
(including restructuring expenses of 139 million) to an operating
profit of 1211 million. 

� The Services division also improved its operating profit, by 47% to
1334 million due to more favorable refinancing conditions, higher
margins and better risk management. 

� The segment Other Activities, primarily the MTU Aero Engines
business unit and our holdings in Mitsubishi Motors (MMC) and
EADS, achieved an operating profit of 1228 million (Q2 2002: 
1253 million). These three holdings each delivered positive contribu-
tions to profits in the second quarter. 

� Net income for the second quarter amounted to 10.1 billion 
(Q2 2002: 11.1 billion); earnings per share for the period amounted
to 10.11 (Q2 2002: 11.10). 

Unit sales below prior year’s figure 

� DaimlerChrysler sold a total of 1.2 million vehicles during the
second quarter of this year (Q2 2002: 1.3 million). 

� Mercedes Car Group sold 318,000 passenger cars, nearly equaling
the very high prior-year figure, despite the weakness of markets 
in Western Europe which are very important for this division. 
A decrease for the Mercedes-Benz brand (-5%) was offset by an
increase for the smart brand (+7%). There was a very good market
response to the new E-Class, the new CLK convertible, and the 
new smart roadster and roadster-coupe. 

� Chrysler Group recorded unit sales (shipments to dealers) of
721,900 passenger cars and light trucks, 12% lower than the
816,000 vehicles recorded for Q2 2002. Higher deliveries of the
Jeep® Liberty and deliveries of the new Chrysler Pacifica were more
than offset by lower deliveries of other vehicles, particularly 
passenger cars and minivans. 

� Sales of 125,700 units by the Commercial Vehicles division were
close to the level of Q2 2002, despite the start up of the Actros
and the launch of the Viano and the new Vito, deliveries of which
will not begin until September. The market has responded very
positively to these new vehicles. Freightliner achieved a slight
increase in unit sales despite the very low level of demand in the
United States. 

� Group revenues for the second quarter decreased from 139.3 
billion to 134.3 billion, primarily due to the appreciation of the euro
against the US dollar, but also as a result of lower unit sales in the
second quarter. Adjusted to exclude currency translation effects,
the decrease amounts to 2%. 



Total workforce of 372,100 persons 

� At the end of the second quarter of 2003, DaimlerChrysler employed
372,100 people worldwide (June 30, 2002: 374,100). 

� Despite the first consolidation of the New Venture Gear Inc. with
some 3,800 employees, the size of the Chrysler Group workforce
decreased to 97,100 people (-6%). This was due to the measures
taken to reduce costs and increase efficiency, as well as the sale of
Eurostar Graz with around 2,000 employees in Q3 2002. The number
of people employed by the Mercedes-Benz sales organizations for
passenger cars and commercial vehicles increased by 10% to 43,700
as a result of acquiring dealerships within the framework of the
Metropolitan strategy. 

Outlook 

� In recent weeks, important leading indicators indicated a potential
towards an improvement in economic prospects. On this basis we
expect a gradual stabilization in demand for passenger cars and
light trucks in the United States during the second half of the year.
In Western Europe, however, we expect demand for passenger 
cars to remain at a low level for some time. Also in the market for 
medium and heavy trucks we still see no signs of a sustainable
upturn. 

� Mercedes Car Group expects to attain in 2003 similar high levels
of the previous year in terms of unit sales, revenues and earnings,
despite the continuation of difficult market conditions. 

� Chrysler Group has taken further steps to improve and stabilize its
earnings in the second half of the year, particularly in the areas of
marketing and sales, and has implemented substantial additional
cost savings. For the year as a whole, Chrysler Group is still striving
to achieve a slightly positive operating profit on an ongoing basis.
However, there are substantial risks due to the potential development
of the competitive environment in the United States.

� The Commercial Vehicles division expects to achieve a significant
improvement in its operating profit compared with 2002, as a
result of new attractive models and the effects of the ongoing 
efficiency-improving activities. 

� The Services division plans that the operating profit from its
ongoing business for the full year will be higher than in 2002, partly
due to more favorable refinancing conditions. 

� With the current difficult market conditions particularly in Japan
and the United States, we cannot expect the same contribution
from MMC to our results as in the last year. MMC will continue to
implement its turnaround and will push forward with new initiatives
to improve sales. 

� The DaimlerChrysler Group is expected to generate revenues of
approximately 1135 billion in full-year 2003, lower than last year
(2002: 1149.6 billion), primarily due to the appreciation of the euro
against the US dollar but also as a result of lower unit sales. 

� Due to the general weakness of the equity markets and the downturn
of the civil aviation business, EADS’ share price has been under
pressure for a significant period of time. In accordance with the
regulations of US GAAP and the SEC, DaimlerChrysler will have to
consider a write-down of the investment to its market value, if the
market value remains below the carrying value of the investment in
the second half of 2003. This despite the fact that the net present
value of the investment is considerably higher than its carrying
value. The impairment would impact Group net income, but would
have no impact on either operating profit or cash flow.

� Based on earnings projections for the divisions, DaimlerChrysler is
still endeavoring to achieve an operating profit from ongoing 
businesses of about 15 billion at a Group level.
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Mercedes Car Group

Continued positive earnings trend 

� With total unit sales of 318,000 vehicles, the Mercedes Car Group
nearly equaled the very high level of Q2 2002 (-3%), despite the
weakness of nearly all passenger-car markets. Due to a higher-value
model mix compared with the prior year, revenues increased by 
1% to 1 13.2 billion. 

� Operating profit rose again slightly, by 2% to 1 861 million. 
Significant contributions to this increase came from the full avail-
ability of the new E-Class and the CLK coupe, as well as from 
the very successful S-Class and SL-Class. 

Mercedes-Benz gains market share 

� The Mercedes-Benz brand again succeeded in gaining market share
in the second quarter, thus strengthening its position in the premium
segment. However, as a result of generally difficult market conditions,
unit sales of 281,600 vehicles were 5% below the prior-year level.
We achieved growth in Japan (+9%) and the United States (+4%),
while unit sales in Western Europe decreased by 8%, primarily due
to weaker markets in Germany, France and Italy. 

� The E-Class was once again very successful (+39% to 79,400
units), reaching a worldwide market share of 40% in the full-size
segment. Sales of the CLK-Class climbed 43% to 23,300 units. 
In its sixth year of production, the S-Class maintained its leading 
position in the luxury segment, while as anticipated, the C-Class, 
M-Class and A-Class did not match last year’s Q2 levels as they are
nearing the end of their lifecycles. 

� Slight increase in operating profit 
� Strong demand for new models: E-Class station wagon and CLK convertible 
� Market launch of smart roadster and roadster-coupe; presentation of smart’s third model range: smart forfour 
� Unit sales, revenues and operating profit for full-year 2003 expected to be similar to high levels of last year 

smart becomes a multi-model brand 

� Second-quarter unit sales by the smart brand increased by 7% to
36,400 cars in a very competitive market. Some of the main factors
creating this performance were an expanded market presence, 
the full availability of the improved smart city-coupe and convertible,
and the addition to the range of the new smart roadster and 
roadster-coupe. 

� More than 6,600 smart roadsters and roadster-coupes have already
been delivered since their market launch in April, and incoming
orders are developing very positively. 

� At the end of June, the four-seat smart forfour was presented to the
international press in Zurich. This car will be an upward extension
of the smart product range and is due to be launched in spring 2004. 

Maybach making good progress 

� Since July the Maybach has also been available in the important US
market, where about 40% of all Maybachs is expected to be sold.
Incoming orders confirm our expectations. 

Outlook 

� For full year 2003 Mercedes Car Group expects to attain similar
high levels of the previous year in terms of unit sales, revenues and
earnings, despite the continuation of difficult market conditions. 

Change
in %

Q2 02
3

Q2 03
3Amounts in millions 

861

13,221

317,974

309,039

103,046

845

13,072

328,957

321,363

103,433

+2

+1
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219,471

105,057
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Chrysler Group 

Competitive pressures in US market leads to operating loss 

� Worldwide retail sales for Chrysler Group decreased 5% to 734,200
units in the second quarter (Q2 2002: 771,100). The decrease 
was primarily related to a softer US market and increased competi-
tion. Vehicles posting strong US sales included the Dodge Ram
Pickup (+19%) and the Jeep® Liberty (+6%); however, minivan sales 
decreased by 15% resulting from increased competition in a 
declining segment. The Chrysler Pacifica was launched in April 
and achieved US sales of 11,500 through the second quarter. 

� Chrysler Group reduced factory shipments to dealers by 12% 
to 721,900 vehicles in the second quarter. At the end of the period,
dealers’ inventories in the United States totaled 518,600 vehicles
(end of Q2 2002: 505,700 vehicles), equivalent to 63 days supply
(end of Q2 2002: 65 days), and were thus around the level planned.

� Revenues for Chrysler Group were 111.8 billion (Q2 2002: 116.4
billion) reflecting the appreciation of the euro against the US dollar,
lower unit sales and higher incentives. Measured in US dollars,
revenues decreased by 11%. 

� Chrysler Group posted a second-quarter operating loss of 1948 
million (Q2 2002: operating profit of 1414 million including a
restructuring charge of 1374 million). The deterioration is due to
lower shipments and increased incentives, including higher 
provisions for marketing costs related to dealer inventories and for
guaranteed residual values.

� Q2 operating loss of 30.9 billion due to tough price and incentive competition in the United States 
� Chrysler Pacifica and Chrysler Crossfire launched in the US market  
� Significant productivity and product quality improvements 
� A small operating profit on an ongoing basis still targeted for full-year 2003 

Significant progress with productivity and quality 

� Chrysler Group achieved a significant milestone with a 8.3% 
manufacturing productivity improvement in 2002 compared with
the prior year, according to the Harbour Report North America,
which measures the productivity of US automobile manufacturers.
This result is the second best of any auto manufacturer since the
Harbour Report’s inception. 

� The quality of Chrysler Group’s vehicles again improved significant-
ly over the prior year, as evidenced by the latest J. D. Power quality
study. The new Dodge Ram heavy-duty truck, for instance, improved
10% from the previous model, and was rated the best vehicle in its
class. 

Outlook 

� We assume that the US automobile market will remain extremely
competitive for the rest of 2003, and that the high level of incentives
will continue. There may however be a certain improvement as a
result of stabilizing economic developments, in combination with
the new model year. A total market volume of around 16.5 million
vehicles can be expected for the full year. 

� Chrysler Group has taken further steps to improve and stabilize its
earnings in the second half of the year, particularly in the areas of
marketing and sales, and has implemented substantial additional
cost savings. For the year as a whole, Chrysler Group is still striving
to achieve a slightly positive operating profit on an ongoing basis.
However, there are substantial risks due to the potential develop-
ment of the competitive environment in the United States. The
planned launch of nine new vehicles in 2004 will provide a positive 
perspective. 
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Commercial Vehicles 

Operating profit significantly higher than in prior year 

� In the second quarter of 2003, the Commercial Vehicles division’s
unit sales decreased by 3% to 125,700 vehicles. The decrease was
primarily the result of difficult conditions in most markets as well
as model changes for the high-volume Actros and the Viano/Vito.
The division achieved revenues of 17.0 billion for the period (-6%). 

� As a result of efficiency-improving programs, operating profit
increased to 1211 million (Q2 2002: operating loss of 17 million). 
The operating profit of the prior-year period included restructuring
expenses of 1 39 million.

� The Freightliner/Sterling/Thomas Built Buses business unit 
increased unit sales to 32,400 units (Q2 2002: 29,900), despite
the ongoing drop in demand in the United States. This good result
was partly due to the US launch of the Sprinter, which contributed
sales of 3,000 units. 

� As a result of continued weak demand in Western Europe, second-
quarter unit sales by the Mercedes-Benz Trucks business unit of
26,100 vehicles were 2% below the prior year’s level. 

� The Vans business unit sold 60,400 vehicles (Q2 2002: 64,600).
The decrease is due primarily to the general market situation, but
also to the upcoming Viano/Vito model change. 

� Unit sales by the DaimlerChrysler Buses & Coaches business unit
stabilized at 6,600 vehicles (Q2 2002: 6,300). 

� The Mitsubishi Fuso Truck and Bus Corporation (MFTBC), in which
DaimlerChrysler holds a 43% stake, is included in the Commercial
Vehicles division’s accounts at equity with a time lag of three
months as of April 1, 2003. 

� Significant increase in second-quarter operating profit to 3211 million 
� Positive response to presentation of van family with Viano and new Vito 
� Reorganization of truck business 
� Significant increase in operating profit also expected for full-year 2003 

Positive response to new products 

� The new Actros and the Accelo light truck for Brazil were launched
during the second quarter. In June, the Vans business unit 
presented its new Viano family of people carriers and the new Vito
light delivery van. The response from both the international press
and from customers was very positive. 

Organizational changes announced 

� On June 30, the Commercial Vehicles division announced that its
truck business will be reorganized with effect from January 1,
2004. Its truck development will be placed under a single manage-
ment, while the Powersystems business unit will cease to exist 
and the main-component plants will be integrated into the vehicle
units. This move will create the right conditions to push forward
our Turning Scale into Profit initiative. 

Outlook 

� The Commercial Vehicles division expects markets to remain 
difficult during the second half of 2003. As a consequence of our
new, attractive models and of the effects of the ongoing efficiency-
improving programs, however, the Commercial Vehicles division
anticipates a significant increase in operating profit for full-year
2003. 
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Services

Significant increase in second-quarter earnings 

� The revenues of 13.5 billion generated by DaimlerChrysler Services
in the second quarter were 12% below the level of Q2 2002, mainly
due to the appreciation of the euro against the US dollar. Adjusted
to exclude currency translation effects revenues were on previous
year’s level.

� Operating profit increased substantially from 1227 million to 1334
million. This positive earnings development was related to better
refinancing conditions, higher margins and an improved risk 
management, which led to lower allowances for doubtful accounts. 

� New business of 112.2 billion was at last year’s level despite the
appreciation of the euro against the US dollar.

� Contract volume amounted to 1103.3 billion at the end of the 
quarter (end of Q2 2002: 1114.3 billion). 110.7 billion of this 
decrease was the direct result of currency translation effects. 

Further process optimization and cost reductions 

� DaimlerChrysler Services is working worldwide on the implemen-
tation of numerous measures designed to enhance profitability. 
For example, the Global Partnership Agreements, which link our
financing companies and their sales partners across the Group,
aim to optimise both planning processes and level of customer 
service. 

� In addition, DaimlerChrysler Services is moving to implement the
Basle 2 banking regulations in its financial services companies.
Risk transparency will be improved by the introduction of standar-
dized rating and scoring models. 

� DaimlerChrysler Services’ Q2 operating profit up 47% to 3334 million 
� Continuation of favorable refinancing conditions and improved risk management 
� Increase in operating profit from ongoing business expected for full-year 2003 

DaimlerChrysler Bank on track for success 

� In Germany the DaimlerChrysler Bank continued along its success-
ful path, particularly in the deposit business. One year after 
starting this activity, more than 120,000 customers have entrusted
DaimlerChrysler Bank with deposits of more than 13.2 billion. 
Additionally, 7,800 customers have invested approximately 180 
million in the INVESCO Stabil guaranty fund. 

Intensive work on new toll system for trucks

� An electronic toll system for trucks above 12 metric tons is to be
introduced on Germany’s autobahns on August 31, 2003. 
Notwithstanding the objections raised by the EU Commission, the
Federal Government still intends to introduce the toll system on 
the planned date. The company which is to operate the system, Toll
Collect GmbH, in which DaimlerChrysler Services holds a 45% 
stake, will now subject the installed software to a full performance
test and is in the process of installing the on-board units in trucks
across Europe. 

Outlook 

� DaimlerChrysler Services will consistently pursue the implementation
of strategic projects designed to optimize processes and control
global risks. For full-year 2003 we anticipate an increase in operating
profit from ongoing business compared with the prior year. 
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Other Activities 

The Other Activities segment includes the MTU Aero Engines 
business unit as well as the Group’s holdings in EADS and Mitsubishi
Motors Corporation. The segment also includes corporate research,
the Group’s real-estate activities, and our holding and finance 
companies. 

The operating-profit contributions generated by our holdings in 
EADS and Mitsubishi Motors are included in the operating profit of
DaimlerChrysler with a time lag of one quarter. DaimlerChrysler’s
operating profit for the second quarter of 2003 therefore includes 
the contributions made by EADS and Mitsubishi Motors in the period
from January through March 2003. 

Engine business impacted by troubled air transport industry 

� Market conditions in the civil aviation business worsened substan-
tially, due to the war in Iraq and the fear of SARS. In addition, 
the competitiveness of the European engine manufacturers was
weakened by the appreciation of the euro against the US dollar. 

� Nevertheless, the MTU Aero Engines business unit achieved
second quarter revenues of 1468 million, close to the figure posted
for Q2 2002. Lower revenues from the sale of engines for civil
aircraft and from transactions with national governments were
nearly offset by growth in industrial gas turbines and in the 
maintenance of civil engines. 

� Incoming orders of 1996 million were significantly higher than in
the prior year. Orders received for military aircraft engines 
increased significantly due to the contract to supply the TP400-D6
engine for the A400M transport airplane. However, orders for 
civil engines decreased significantly compared with the high level
of the prior-year period. 

Outlook 

� The weak demand for civil aircraft will have a negative impact on
MTU Aero Engines’ business also in the second half of the year. 
Full year revenues and operating profit are therefore unlikely to equal
the level achieved in 2002. 

Change
in %

Q2 02
3

Q2 03
3Amounts in millions 

228 253 -10

Q2 03
US $

262

Change
in %

Q2 02
3

Q2 03
3Amounts in millions 

468

996

8,291

472

758

7,780

-1

+31

+7

MTU Aero Engines

Operating profit 

Interim Report Q2 2003 | 9

Q2 03
US $

538

1,146

Revenues 

Incoming orders 

Employees (June 30) 

Other Activities 

Change 
in %

Q1-2 02
3

Q1-2 03
3Amounts in millions 

333 411 -19

Q1-2 03
US $

383

Change
in %

Q1-2 02
3

Q1-2 03
3Amounts in millions 

913

1,765

8,291

1,034

1,341

7,780

-12

+32

+7

MTU Aero Engines

Q1-2 03
US $

1,050

2,030

Other Activities 

Revenues 

Incoming orders 

Employees (June 30)

Operating profit

Q1-2
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EADS 

� The European Aeronautic Defence and Space Company (EADS) will
publish its figures for the first half of 2003 on July 28, 2003. 

� In June, at the Paris Air Show in Le Bourget, the most important air
show in the world, Airbus succeeded in gaining several important
orders and firm commitments despite the current difficulties with
civil aviation. For example, Emirates Airlines ordered 41 aircraft
including 21 Airbus A380 wide-body airplanes. Commitments were
placed with EADS by Qatar Airways and Korean Air. In April, Jet-
Blue, a US low-cost airline, ordered 65 Airbus A320 aircraft and
secured an option on an additional 50 aircraft. At the end of the
second quarter, 129 firm orders and firm commitments had already
been received for the new wide-body Airbus A380. 

� In the second quarter, Airbus delivered a total of 84 aircraft (Q2
2002: 88). 

� In May 2003, EADS received a 120 billion order for the European
transport aircraft, Airbus A400M; this was the company’s biggest
military order to date. This order alone should generate total 
revenues of around 12 billion already in the years of 2003 through
2005. EADS has a 90% share in the seven-nation program and is
the leader of the consortium manufacturing this aircraft. 

� In May 2003, the European Commission formally approved the
acquisition by EADS of the 25% share held by BAE Systems in 
Astrium, Europe’s leading space company. EADS therefore now
holds 100% of EADS Astrium. 

� EADS has restructured its activities in the field of defense 
technology. The new division of Defence & Security Systems now
employs some 24,000 persons and anticipates revenues of more
than 15 billion for full-year 2003. In this way EADS is strengthening
its position in the international defense market. 

Outlook 

� EADS confirms its forecast for the 2003 financial year. Based 
on expected deliveries of 300 Airbuses, the company anticipates
an operating profit similar to last year’s result. 

Mitsubishi Motors Corporation 

� On May 26, Mitsubishi Motors Corporation (MMC) published its
financial statements for the previous financial year, ending 
March 31, 2003. 

� 2002/2003 was the last year for which MMC included the results
of its truck and bus activities in its financial statements, as this
business was spun off into the new Mitsubishi Fuso Truck and Bus
Corporation (MFTBC) in January. MFTBC is owned by Daimler-
Chrysler (43%), MMC (42%) and other companies in the Mitsubishi
Group (15%). 

� In the months of April through June, sales of 375,200 MMC
vehicles nearly equaled the result of the prior year period. MMC’s
unit sales in Japan increased by 7% to 78,600 vehicles, primarily
due to strong demand for the new Grandis multi-purpose vehicle,
which was launched in Japan on May 17. 

� Sales of MMC vehicles in North America decreased by 12% to
76,400 as a result of tough competition and the company’s credit-
tightening policy in the vehicle-financing business. The Endeavor
was launched in the US market at the end of March with a very
promising response from customers. 

� In just two years, MMC has achieved the goals included in its
three-year turnaround plan of redefining its domestic production
capacity and reducing its workforce and reducing material costs 
by 15%. The company is thus concentrating on making further cost 
reductions and improving its processes and sales organization.
Capital expenditure for new products will be significantly 
increased. 

Outlook 

� At present, there are no signs for a recovery of the Japanese 
economy. MMC assumes that the currently intense competition will
continue, but hopes for sales momentum in Japan, in particular
from the new Grandis. 

� Despite the continued difficult market conditions , MMC expects 
a demand upturn in the United States for the second half of the
year. Unit sales should be further stabilized due to the new Galant
and Lancer Sportback, which will be launched in the US in the fall.

� With the current difficult market conditions particularly in Japan
and the United States, MMC has announced that it cannot expect
the same level of earnings as in its previous financial year. MMC
will continue to implement its turnaround and will push forward
with new initiatives to improve sales. 



Operating loss at Chrysler Group causes decrease in Group 
operating profit 

� In the second quarter of 2003, DaimlerChrysler achieved an operating

profit of 10.6 billion, compared with 11.7 billion in Q2 2002. The

operating profit of the prior-year period included charges totaling 10.4

billion for restructuring measures, primarily at Chrysler Group and

in the Commercial vehicles segment, as well as a positive effect of

10.2 billion from the sale of the Group’s 40% stake in Conti Temic

microelectronic (formerly TEMIC) and related activities.

� The decrease in Group operating profit was almost solely due to the

second-quarter operating loss of 10.9 billion at Chrysler Group. The

deterioration in earnings was due to lower shipments and increased

US incentives, including higher provisions for marketing costs 

related to dealer inventories. The Commercial Vehicles and Services

segments succeeded in significantly increasing their profit contri-

butions compared with Q2 2002. The Mercedes Car Group segment

surpassed the high level of earnings recorded in the prior-year 

period, despite the weakness of automobile markets worldwide.

� DaimlerChrysler posted an operating profit of 12.0 billion for the first

half of 2003, compared with 14.8 billion for the first half of 2002.

The prior-year result included income totaling 12.6 billion from the

sale of shares in T-Systems ITS (formerly debis Systemhaus) and

Conti Temic microelectronic (formerly TEMIC), as well as charges

totaling 10.8 billion related to the restructuring activities at Chrysler

Group (10.7 billion) and in the Commercial Vehicles segment 

(1 39 million) as well as the Argentine government’s reorganization

of the country’s finance and banking system (10.1 billion). The net

effect on operating profit was therefore a reduction of 10.9 billion 

to 12.0 billion, mainly as a result of Chrysler Group’s operating loss

of 10.8 billion for the first six months of 2003. On the other hand,

operating profit increased at Commercial Vehicles, Services and

Other Activities. The Mercedes Car Group segment exceeded last

year’s high level of earnings.

Analysis of the Financial Situation

� Second-quarter operating profit of 30.6 billion compared with 31.7 billion in prior year; 
decrease due to operating loss at Chrysler Group

� Statement of cash flows affected by changes in working capital and by acquisition of shares in 
Mitsubishi Fuso Truck and Bus Corporation

Mercedes Car Group’s operating profit higher than in prior year 

� The second-quarter operating profit of 10.9 billion realized by 

Mercedes Car Group was slightly higher than the high level 

recorded in the prior year, despite marginally lower unit sales. The

increase in the segment’s contribution to earnings was primarily

the result of an improved model mix due to the full availability of the

E-Class sedan and the CLK coupe and continuing stable sales of

the S-Class and SL-Class.

� The earnings contribution from smart was negative, as expected, 

in the second quarter of 2003, at a similar level to Q2 2002. 

Positive effects on operating results from higher unit sales arising

from the launch of the roadster models were compensated by

advance expenditures for the upcoming smart forfour.

Operating Loss at Chrysler Group in the second quarter 
of 2003

� Chrysler Group posted an operating loss of 10.9 billion in the

second quarter of 2003 compared with an operating profit of

10.4 billion in the prior-year period. The second quarter of 2002

included 10.4 billion of restructuring charges recognized in

connection with the turnaround plan.

� The substantial decrease in operating results from the prior-year

level is primarily due to higher sales incentives (which includes 

our provisions for marketing costs related to dealer inventories)

and advertising costs in the U.S. market. Lower vehicle shipments

and declining residual values also contributed to the deterioration

of operating results. This decrease was only partially offset by

favorable improvements from significant cost reduction and other

actions taken as part of the turnaround plan.

� Continued substantial competitive pressures in the U.S. market

contributed to a decline in market share to 13.3 percent, which

includes a higher proportion of fleet sales, from 13.5 percent for

the prior-year period.
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Q2 02
3

Q2 03
3

Q2 03
US $

Operating Profit (Loss) by Segments

Mercedes Car Group

Chrysler Group

Commercial Vehicles

Services

Other Activities

Eliminations

DaimlerChrysler Group

In millions

Q1-2 02
3

Q1-2 03
3

Q1-2 03
US $

990

(1,090)

243

384

262

(52)

737

861

(948)

211

334

228

(45)

641

845

414

(7)

227

253

(50)

1,682

1,782

(916)

259

866

383

(23)

2,351

1,549

(796)

225

753

333

(20)

2,044

1,498

227

(92)

2,782

411

(64)

4,762



Significant increase in operating profit at Commercial Vehicles 

� The Commercial Vehicles segment achieved a second-quarter 

operating profit of 10.2 billion, after breaking even in the prior

year. The second quarter of the prior year was affected by charges

for work force restructuring measures totaling 139 million. This 

significantly improved result in a generally weak market environment

was largely due to the good progress made with the implementation

of efficiency-improving programs, primarily at the Freightliner/

Sterling/Thomas Built Buses, MB Trucks and DaimlerChrysler

Powersystems business units. An additional factor was that earnings

by the DaimlerChrysler Buses & Coaches business unit were

increased by the sales of vehicles with higher margins. 

Operating profit at Services reflects favorable refinancing 
conditions 

� For the second quarter of 2003, the Services segment posted an

operating profit of 10.3 billion, compared with 10.2 billion in 

Q2 2002. The 10.1 billion improvement in earnings was primarily a

result of more favorable refinancing conditions due to the lower

level of interest rates in major markets. In addition, better margins

and reduced allowances for doubtful accounts for financing recei-

vables contributed to this positive earnings trend. 

Operating income of Other Activities increase over prior-year
level

� The operating profit contributed by Other Activities amounted to

10.2 billion for the second quarter (Q2 2002: 10.3 billion). Last

year’s result included income of 10.2 billion from the sale of a 40%

stake in Conti Temic microelectronic and related activities. The

operating profit of MTU Aero Engines was lower than in Q2 2002

due to the ongoing difficulties of the civil-aviation industry. The 

proportionate shares of operating profit from the at-equity holdings

in EADS and Mitsubishi Motors decreased slightly but were still

positive in the period under review. Lower expenses partly attri-

butable to cost reductions contributed to an increase in operating

profit of miscellaneous companies. 

Financial income and net income lower than in prior-year 
period 

� Financial income for the second quarter of this year was close to

zero, compared with income of 10.2 billion in Q2 2002. Income

from investments in Q2 2002 included 10.1 billion from the sale of

shares in Conti Temic microelectronic. If this amount is excluded,

second-quarter financial income would have decreased by 10.1 

billion. The reduction was primarily a result of slightly lower contri-

butions from Mitsubishi Motors and EADS. Net interest income 

and other financial income were at a similar level to the prior-year 

quarter. 

� The contributions to earnings from our operating investments,

which are presented under financial income, were allocated to the

respective segments’ operating profit. In the second quarter of

2003, this resulted in a positive overall contribution to operating

profit of 10.1 billion, of which 10.2 billion related to the invest-

ments in EADS and Mitsubishi Motors. Other investments reduced

the operating profit by 10.1 billion.
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Q2 02
3

Q2 03
3

Q2 03
US $

277

274

162

–

24

737

1,415

(74)

150

156

35

1,682

Reconciliation to Operating Profit (Loss)

In millions

241

238

141

–

21

641

Income (loss) before financial income

+ Pension and postretirement benefit
expenses other than service cost 1

+ Operating profit (loss) from affiliated
and associated companies and 
financial income (loss) from related
operating companies

+ Gains from the sale of operating 
businesses

+ Miscellaneous items

Operating profit (loss)

1 The components of this reconciling item are as follows: interest cost, expected return on plan 
assets and amortization of unrecognized net actuarial losses/gains

Q1-2 02
3

Q1-2 03
3

Q1-2 03
US $

1,547

515

252

–

37

2,351

1,345

448

219

–

32

2,044

1,857

(157)

358

2,640

64

4,762



� Income before income taxes for the second quarter amounted to

10.2 (Q2 2002: 11.6) billion. Excluding factors with a major impact

on the prior-year quarter (restructuring expenditures at Chrysler

Group and the Commercial Vehicles segment as well as income from

the sale of shares in Conti Temic microelectronic), income before

income taxes decreased by 11.7 billion to 10.2 billion. This decrease

is almost solely due to the loss incurred by Chrysler Group in the

second quarter of this year compared with the income realized in

the prior-year quarter.

For the first half of 2003, the Group posted income before income

taxes of 11.2 billion, compared with 14.4 billion for the first half 

of 2002). The figure for the prior-year period was influenced by

major factors (restructuring expenditures at Chrysler Group and

Commercial Vehicles, the Argentina crisis at the Services segment,

and income from the sale of shares in T-Systems ITS and Conti

Temic microelectronic) with a net positive effect of 11.8 billion. 

If these factors are excluded from the prior year’s result, income

before income taxes for the first half of 2003 decreased by 11.4 

billion to 11.2 billion.

� Net income and earnings per share for the second quarter of this

year amounted to 10.1 billion and 10.11, respectively (Q2 2002:

net income of 11.1 billion and earnings per share of 11.10). The

reduction is attributable to the factors affecting operating profit

as described above.

For the first half of 2003, net income was 10.7 billion and earnings

per share were 10.69 (first half of 2002: 13.6 billion and 13.59,

respectively).

Total assets in the second quarter of 2003 still virtually
unchanged

� Compared with December 31, 2002, total assets increased by 

11.5 billion to 1188.9 billion. The foreign currency translation

effects from the continued depreciation of the US dollar against

the euro, which led to a reduction in total assets, were offset 

by higher inventories and increased trade receivables and trade 

liabilities. This development was primarily caused by the product

offensive of the Mercedes Car Group and seasonal fluctuations 

in production volumes in the automotive business. In addition,

financial assets increased because of the acquisition of shares in

Mitsubishi Fuso Truck and Bus Corporation. The higher level of

cash and cash equivalents at June 30, 2003, was primarily related

to an increase in customer deposits at DaimlerChrysler Bank.

� Stockholders’ equity at June 30, 2003, decreased from 135.0 

billion to 134.7 billion. The main reasons for the decrease in stock-

holders’ equity were the dividend distribution of 11.5 billion for

2002 that took place in the second quarter of 2003 as well as

negative effects from currency-translation. However, these effects

were partially offset by positive net income and unrealized gains

from the mark-to-market valuation of the Group’s derivative 

financial instruments.

The equity ratio, as of June 30, 2002 was 18.4% compared to 17.9%

at December 31, 2002. The equity ratio for the industrial business

was 25.5 (December 31, 2002: 24.9)%. For the calculation of both

ratios, a proportionate share of a dividend for the fiscal year 2003,

which would reduce equity accordingly, was not included. 
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Q2 02
3

Q2 03
3

Q2 03
US $

360

377

737

1,430

252

1,682

Operating Profit (Loss) 

In millions

313

328

641

Industrial Businesses

Financial Services

DaimlerChrysler Group

Q1-2 02
3

Q1-2 03
3

Q1-2 03
US $

1,493

858

2,351

1,298

746

2,044

4,443

319

4,762
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Statement of cash flows impacted by changes in working 
capital and by the acquisition of shares in Mitsubishi Fuso
Truck and Bus Corporation

� Cash provided by operating activities of 19.9 billion in the first six

months of 2003 was on the same level as in the prior-year period.

The decrease of cash inflows from operating results was offset by

higher changes of net working capital.

� Cash used for investing activities rose 15.2 billion to 19.2 billion

in the period under review. The figure for the first half of the year

2002 was affected by the proceeds from the sale of shares in 

T-Systems ITS, while cash outflows in 2003 include cash utilized 

for the purchase of shares in Mitsubishi Fuso Truck and Bus 

Corporation.

� Financing activities provided cash of 10.6 billion, primarily the

result of an increase of financial liabilities (12.1 billion) which

was partially offset by the payment of the dividend for the 2002

business year in April 2003 (11.5 billion).

� Cash and cash equivalents with an original maturity of three months

or less increased by 10.9 billion to 110.0 billion compared to

December 31, 2002. Total liquidity, which also includes investments

with a maturity over three months as well as securities, increased

from 112.4 billion to 113.9 billion primarily due to deposits from

direct banking business of DaimlerChrysler Bank.

Events after the end of Q2 2003

� Since the end of the second quarter of 2003, there have been no

further occurrences apart from the aforementioned developments

which are of major significance to DaimlerChrysler and which 

could lead to a modified assessment of the Group’s position. The

course of business in July confirms the statements made in the

Outlook.

This document contains forward-looking statements that reflect management’s current views with respect to future events. The words “anticipate,”
“assume,” “believe,” “estimate,” “expect,” “intend,” “may,” “plan,” “project” and “should” and similar expressions identify forward-looking 
statements. Such statements are subject to risks and uncertainties, including, but not limited to: an economic downturn in Europe or North 
America; changes in currency exchange rates and interest rates; introduction of competing products; increased sales incentives; and decline in
resale prices of used vehicles. If any of these or other risks and uncertainties occur (some of which are described under the heading “Risk Factors”
in DaimlerChrysler’s most recent Annual Report on Form 20-F filed with the Securities and Exchange Commission), or if the assumptions underlying
any of these statements prove incorrect, then actual results may be materially different from those expressed or implied by such statements. 
We do not intend or assume any obligation to update any forward-looking statement, which speaks only as of the date on which it is made. 
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The accompanying notes are an integral part of these Unaudited Interim Condensed Consolidated Financial Statements.

Unaudited Condensed Consolidated Statements of Income (Loss) Q2

(in millions, except per share amounts)

Financial Services

Q2 2003

(Note 1) $

Industrial BusinessConsolidated

Q2 2003

3 

Q2 2002

3 

Q2 2003

3 

Q2 2002

3 

Q2 2003

3 

Q2 2002

3 

DaimlerChrysler AG and Subsidiaries

30,819

(25,417)

5,402

(4,155)

(1,510)

108

(5)

(160)

(17)

(177)

64

(11)

(124)

– 

–

39,484

(32,370)

7,114

(5,229)

(1,737)

135

(6)

277

(22)

255

(116)

(14)

125

0.13

0.13

34,328

(28,143)

6,185

(4,546)

(1,510)

117

(5)

241

(19)

222

(101)

(12)

109

0.11

0.11

39,337

(31,495)

7,842

(4,708)

(1,463)

118

(374)

1,415

224

1,639

(520)

(11)

1,108

1.10

1.10

35,354

(28,209)

7,145

(4,276)

(1,463)

114

(374)

1,146

230

1,376

(399)

(11)

966

–

–

3,509

(2,726)

783

(391)

–

9

–

401

(2)

399

(165)

(1)

233

–

–

3,983

(3,286)

697

(432)

–

4

–

269

(6)

263

(121)

–

142

–

–

Revenues

Cost of sales

Gross margin

Selling, administrative and other expenses

Research and development

Other income

Turnaround plan expenses – Chrysler Group

Income (loss) before financial income (expense), net

Financial income (expense), net

Income (loss) before income taxes

Income taxes

Minority interests

Net income (loss)

Earnings per share

Basic earnings per share

Diluted earnings per share



The accompanying notes are an integral part of these Unaudited Interim Condensed Consolidated Financial Statements.
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Unaudited Condensed Consolidated Statements of Income Q1-2

(in millions, except per share amounts)

Financial Services

Q1-2 2003

(Note 1) $

Industrial BusinessConsolidated

Q1-2 2003

3 

Q1-2 2002

3 

Q1-2 2003

3 

Q1-2 2002

3 

Q1-2 2003

3 

Q1-2 2002

3 

DaimlerChrysler AG and Subsidiaries

60,908

(49,690)

11,218

(8,076)

(2,940)

307

(5)

504

(132)

372

(139)

(12)

221

–

221

–

–

–

–

–

–

78,242

(63,602)

14,640

(10,083)

(3,382)

378

(6)

1,547

(150)

1,397

(578)

(17)

802

– 

802

0.79

–

0.79

0.79

–

0.79

68,025

(55,297)

12,728

(8,766)

(2,940)

328

(5)

1,345

(130)

1,215

(503)

(15)

697

–

697

0.69

–

0.69

0.69

–

0.69

76,244

(62,317)

13,927

(8,848)

(2,861)

327

(688)

1,857

2,557

4,414

(631)

(13)

3,770

(159)

3,611

3.75

(0.16)

3.59

3.73

(0.16)

3.57

68,331

(55,615)

12,716

(8,056)

(2,861)

301

(688)

1,412

2,569

3,981

(440)

(11)

3,530

(124)

3,406

–

–

–

–

–

–

7,117

(5,607)

1,510

(690)

–

21

–

841

2

843

(364)

(3)

476

–

476

–

–

–

–

–

–

7,913

(6,702)

1,211

(792)

–

26

–

445

(12)

433

(191)

(2)

240

(35)

205

–

–

–

–

–

–

Revenues

Cost of sales

Gross margin

Selling, administrative and other expenses

Research and development

Other income

Turnaround plan expenses – Chrysler Group

Income before financial income (expense), net

Financial income (expense), net

Income before income taxes

Income taxes

Minority interests

Income before cumulative effect of change in accounting 
principle

Cumulative effect of change in accounting principle, net of tax

Net income

Earnings per share

Basic earnings per share

Income before cumulative effect of change in accounting 
principle, net of tax

Cumulative effect of change in accounting principle

Net income

Diluted earnings per share

Income before cumulative effect of change in accounting 
principle, net of tax

Cumulative effect of change in accounting principle

Net income
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The accompanying notes are an integral part of these Unaudited Interim Condensed Consolidated Financial Statements.

Condensed Consolidated Balance Sheets

(in millions)

Financial Services

62

100

158

369

24,930

25,619

1,677

292

52,078

6,414

382

939

61,782

117

96

87,614

8,620

18

1,003

66,911

236

2,691

69,838

6,737

1,398

78,994

87,614

2,009

2,755

36,111

8,922

3,313

53,110

13,965

6,005

10

11,159

2,911

8,191

42,241

3,496

866

99,713

26,384

414

42,619

12,201

12,106

6,152

30,459

(4,425)

4,262

73,329

99,713

2,071

2,855

36,269

9,291

28,243

78,729

15,642

6,297

52,088

17,573

3,293

9,130

104,023

3,613

962

187,327

2,633

7,819

30,156

(5,604)

–

35,004

432

43,622

79,112

12,342

8,843

100,297

2,312

5,660

152,323

187,327

June 30,
2003

(unaudited)

3 

Dec. 31,
2002

(unaudited)

3 

Dec. 31,
2002

(unaudited)

3 

June 30,
2003

(unaudited)

3 

Dec. 31,
2002

3

June 30,
2003

(unaudited)

3 

June 30,
2003

(unaudited)

(Note 1) $

Industrial BusinessConsolidated

Assets

Goodwill

Other intangible assets

Property, plant and equipment, net

Investments and long-term financial assets

Equipment on operating leases, net

Fixed assets

Inventories

Trade receivables

Receivables from financial services

Other receivables

Securities

Cash and cash equivalents

Non-fixed assets

Deferred taxes

Prepaid expenses

Total assets

Liabilities and stockholders’ equity

Capital stock

Additional paid-in capital

Retained earnings

Accumulated other comprehensive loss

Treasury stock

Stockholders’ equity

Minority interests

Accrued liabilities

Financial liabilities

Trade liabilities

Other liabilities

Liabilities

Deferred taxes

Deferred income

Total liabilities

Total liabilities and stockholders’ equity

DaimlerChrysler AG and Subsidiaries

2,295

3,084

40,105

11,983

30,258

87,725

19,114

7,888

61,814

18,935

4,080

11,868

123,699

4,646

1,163

217,233

3,028

9,044

33,740

(5,914)

(8)

39,890

518

50,362

89,674

16,467

10,168

116,309

3,183

6,971

177,343

217,233

1,995

2,681

34,868

10,418

26,307

76,269

16,618

6,858

53,742

16,463

3,547

10,318

107,546

4,039

1,011

188,865

2,633

7,863

29,334

(5,142)

(7)

34,681

450

43,785

77,964

14,317

8,840

101,121

2,767

6,061

154,184

188,865

1,936

2,577

34,703

10,043

3,634

52,893

15,284

6,579

2

11,147

3,025

8,129

44,166

3,899

914

101,872

26,023

433

42,842

11,550

14,086

6,217

31,853

(3,922)

4,643

75,849

101,872

59

104

165

375

22,673

23,376

1,334

279

53,740

5,316

522

2,189

63,380

140

97

86,993

8,658

17

943

66,414

231

2,623

69,268

6,689

1,418

78,335

86,993
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Unaudited Condensed Consolidated Statements of Changes in Stockholders’ Equity

(in millions of 3)
Capital

stock

Additional
paid-in 
capital

Retained
earnings

Cumulative
translation
adjustment

Available-
for-sale

securities

Derivative
financial

instruments

Minimum
pension
liability

Treasury
stock Total

Accumulated other comprehensive income (loss)

DaimlerChrysler AG and Subsidiaries

Balance at January 1, 2002

Net income

Other comprehensive income (loss)

Total comprehensive income

Stock based compensation

Issuance of shares upon conversion of
notes

Purchase of capital stock

Re-issuance of treasury stock

Dividends

Balance at June 30, 2002

Balance at January 1, 2003

Net income

Other comprehensive income (loss)

Total comprehensive income

Stock based compensation

Issuance of shares upon exercise of
options

Purchase of capital stock

Re-issuance of treasury stock

Dividends

Balance at June 30, 2003

2,609

–

–

–

24

–

–

–

2,633

2,633

–

–

–

–

–

–

–

2,633

7,319

–

–

22

482

–

–

–

7,823

7,819

–

–

43

1

–

–

–

7,863

26,441

3,611

–

–

–

–

–

(1,003)

29,049

30,156

697

–

–

–

–

–

(1,519)

29,334

3,850

–

(2,346)

–

–

–

–

–

1,504

600

–

(1,031)

–

–

–

–

–

(431)

61

–

64

–

–

–

–

–

125

(74)

–

179

–

–

–

–

–

105

(337)

–

695

–

–

–

–

–

358

1,065

–

897

–

–

–

–

–

1,962

(906)

–

11

–

–

–

–

–

(895)

(7,195)

–

417

–

–

–

–

–

(6,778)

–

–

–

–

–

(30)

21

–

(9)

–

–

–

–

–

(28)

21

–

(7)

39,037

3,611

(1,576)

2,035

22

506

(30)

21

(1,003)

40,588

35,004

697

462

1,159

43

1

(28)

21

(1,519)

34,681
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The accompanying notes are an integral part of these Unaudited Interim Condensed Consolidated Financial Statements.

Unaudited Condensed Consolidated Statements of Cash Flows

(in millions)

Financial Services

Q1-2 2003

(Note 1) $

Industrial BusinessConsolidated

Q1-2 2003

3

Q1-2 2002

3

Q1-2 2003

3

Q1-2 2002

3

Q1-2 2003

3

Q1-2 2002

3

DaimlerChrysler AG and Subsidiaries

802

17

–

(1)

3,207

3,399

(504)

–

72

(267)

(8)

2,601

6

(198)

(1,506)

(734)

2,804

1,720

11,410

(9,932)

(3,582)

(185)

8,690

238

(843)

117

(4,477)

(274)

(296)

(10,544)

2,416

(1,766)

24

(32)

642

(503)

1,005

10,467

11,472

697

15

–

(1)

2,788

2,955

(438)

–

63

(232)

(7)

2,261

5

(172)

(1,309)

(638)

2,438

1,495

9,920

(8,635)

(3,114)

(161)

7,555

207

(733)

102

(3,892)

(238)

(258)

(9,167)

2,100

(1,535)

21

(28)

558

(437)

874

9,100

9,974

3,611

13

159

(2,630)

3,608

3,186

448

(156)

(67)

(326)

105

2,199

688

(256)

(650)

(981)

1,293

(296)

9,948

(10,378)

(3,417)

(68)

9,743

234

(184)

5,211

(5,169)

100

(39)

(3,967)

(5,836)

(1,007)

21

(30)

(6,852)

(1,049)

(1,920)

10,715

8,795

221

12

–

(1)

279

2,902

(851)

6

22

(232)

–

2,271

5

(172)

(1,512)

(647)

2,439

1,301

6,043

(2,679)

(3,070)

(129)

3,023

198

(708)

79

26

(214)

(335)

(3,809)

(653)

(1,527)

(7)

(28)

(2,215)

(395)

(376)

8,161

7,785

3,406

11

124

(2,630)

94

3,140

(55)

(166)

(169)

(326)

105

2,168

688

(256)

(398)

(899)

1,407

(1,451)

4,793

(3,402)

(3,382)

(30)

4,508

213

(173)

4,928

51

38

(212)

2,539

(4,955)

(1,003)

(96)

(30)

(6,084)

(962)

286

7,344

7,630

476

3

–

–

2,509

53

413

(6)

41

–

(7)

(10)

–

–

203

9

(1)

194

3,877

(5,956)

(44)

(32)

4,532

9

(25)

23

(3,918)

(24)

77

(5,358)

2,753

(8)

28

–

2,773

(42)

1,250

939

2,189

205

2

35

–

3,514

46

503

10

102

–

–

31

–

–

(252)

(82)

(114)

1,155

5,155

(6,976)

(35)

(38)

5,235

21

(11)

283

(5,220)

62

173

(6,506)

(881)

(4)

117

–

(768)

(87)

(2,206)

3,371

1,165

Net income

Income applicable to minority interests

Cumulative effect of change in accounting principle

Adjustments to reconcile net income to net cash provided by
operating activities:

Gains on disposals of businesses

Depreciation and amortization of equipment on operating leases

Depreciation and amortization of fixed assets

Change in deferred taxes

Equity (income) loss from associated companies

Change in financial instruments

Gains on disposals of fixed assets/securities

Change in trading securities

Change in accrued liabilities

Turnaround plan expenses – Chrysler Group

Turnaround plan payments – Chrysler Group

Changes in other operating assets and liabilities:

– Inventories, net

– Trade receivables

– Trade liabilities

– Other assets and liabilities

Cash provided by operating activities

Purchases of fixed assets:

– Increase in equipment on operating leases

– Purchases of property, plant and equipment

– Purchases of other fixed assets

Proceeds from disposals of equipment on operating leases

Proceeds from disposals of fixed assets

Payments for investments in businesses

Proceeds from disposals of businesses

(Increase) decrease in receivables from financial services, net

(Acquisition) disposition of securities (other than trading), net

Change in other cash

Cash provided by (used for) investing activities

Change in financial liabilities (including amounts for commercial 
paper borrowings, net of 3 480 ($ 552 and 3 (2,257) in 2003 and
2002, respectively)

Dividends paid (incl. profit transferred from subsidiaries)

Proceeds from issuance of capital stock 
(incl. minority interests)

Purchase of treasury stock

Cash provided by (used for) financing activities

Effect of foreign exchange rate changes on cash and cash
equivalents (maturing within 3 months)

Net increase (decrease) in cash and cash equivalents
(maturing within 3 months)

Cash and cash equivalents (maturing within 3 months)

At beginning of period

At end of period
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

1. Presentation of Condensed Consolidated Financial
Statements
The unaudited interim condensed consolidated financial state-

ments (“interim financial statements”) of DaimlerChrysler AG

and subsidiaries (“DaimlerChrysler” or the “Group”) have been

prepared in accordance with Accounting Principles Generally

Accepted in the United States of America (“U.S. GAAP”). All

amounts herein are presented in millions of euros (“1”) and,

for amounts as of and for the three and six months ended

June 30, 2003, also in millions of U.S. dollars (“$”), the latter

being presented solely for the convenience of the reader,

which is converted at the rate of 11= $1.1502, the Noon Buy-

ing Rate of the Federal Reserve Bank of New York on June 30,

2003.

Certain prior period amounts have been reclassified to con-

form with the current period presentation.

All significant intercompany accounts and transactions have

been eliminated. In the opinion of management, the interim

financial statements reflect all adjustments (consisting only of

normal recurring adjustments) necessary for a fair presenta-

tion of the financial position, results of operations and cash

flows of the Group for the periods presented. Operating

results for the interim periods presented are not necessarily

indicative of the results that may be expected for any future

period or the full fiscal year. The interim financial statements

should be read in conjunction with the December 31, 2002

audited consolidated financial statements and notes thereto

included in DaimlerChrysler’s 2002 Annual Report and its

Form 20-F which was filed with the United States Securities

and Exchange Commission on February 20, 2003.

The preparation of the financial statements in conformity

with U.S. GAAP requires management to make estimates and

assumptions that affect the amounts recorded in the interim

financial statements and accompanying notes. Actual

amounts could differ from those estimates.

Commercial practices with respect to the products manu-

factured by DaimlerChrysler necessitate that sales financing,

including leasing alternatives, be made available to the

Group’s customers. Accordingly, the Group’s consolidated

financial statements are also significantly influenced by activi-

ties of the financial services business. To enhance the read-

ers’ understanding of the Group’s interim financial statements,

the accompanying financial statements present, in addition to

the interim financial statements, information with respect to

the financial position, results of operations and cash flows of

the Group’s industrial and financial services business activi-

ties. Such information, however, is not required by U.S. GAAP

and is not intended to, and does not represent the separate

U.S. GAAP financial position, results of operations or cash

flows of the Group’s industrial or financial services business

activities. Transactions between the Group’s industrial and

financial businesses principally represent intercompany sales

of products, intercompany borrowings and related interest,

and other support under special vehicle financing programs.

The effects of transactions between the industrial and finan-

cial services businesses have been eliminated within the

industrial business columns.

In November 2002, the Emerging Issues Task Force (“EITF”)

reached a final consensus on EITF 00-21, “Revenue Arrange-

ments with Multiple Deliverables.” The scope provisions 

of EITF 00-21 were slightly modified in May 2003. EITF 00-21

addresses certain aspects of the accounting of revenue

arrangements with multiple deliverables by a vendor. 

EITF 00-21 outlines an approach to determine when a revenue

arrangement that contains multiple deliverables should be

divided into separate units of accounting and, if separation is

appropriate, how the arrangement consideration should be

allocated to the identified accounting units. EITF 00-21 is

effective for DaimlerChrysler in its financial statements begin-

ning July 1, 2003 and DaimlerChrysler shall apply the consen-

sus prospectively for all transactions occurring after June 30,

2003. DaimlerChrysler expects that the adoption of EITF 00-21

will not have a significant impact on the Group’s consolidated

financial statements.

In November 2002, the Financial Accounting Standards

Board (“FASB”) issued FASB Interpretation No. (“FIN”) 45,

“Guarantor’s Accounting and Disclosure Requirements for

Guarantees, Including Indirect Guarantees of Indebtedness of

Others – an interpretation of FASB Statements No. 5, 57, and

107 and rescission of FASB Interpretation No. 34.” This Inter-

pretation elaborates on the disclosures to be made by a guar-

antor in its financial statements regarding obligations under

certain guarantees that it has issued. FIN 45 also clarifies that

a guarantor is required to recognize, at inception of a guaran-

tee, a liability for the fair value of the non-contingent portion

of the obligation due to the issuance of the guarantee or, if

higher, a probable loss under Statement of Financial Account-

ing Standards No. (“SFAS”) 5, “Accounting for Contingencies.”

Disclosure requirements are effective for financial statements

of interim and annual periods ending after December 15,

2002. The recognition and measurement provisions are effec-

tive for guarantees issued or modified after December 31,

2002.

DaimlerChrysler AG and Subsidiaries
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DaimlerChrysler determines fair value of the non-contingent

portion of guarantees issued primarily based on market infor-

mation including third party offers. In the absence of reliable

market information, the Group uses the present value of

expected future cash flows. The offsetting entry made at the

initial recognition of a guarantee liability depends on the

nature of the guarantee, but generally would be to expense. 

A systematic and rational method for subsequent measurement

of the liability is determined in connection with information

developed for initial measurement except for changes in the

liability due to losses recognized under SFAS 5. Daimler-

Chrysler adopted the disclosure requirements in its 2002 con-

solidated financial statements. DaimlerChrysler adopted the

recognition and measurement provisions effective January 1,

2003 without significant impact to the Group’s consolidated

financial statements.

In December 2002, the FASB issued SFAS 148, “Accounting

for Stock-Based Compensation – Transition and Disclosure –

an amendment of FASB Statement No. 123.” SFAS 148

amends SFAS 123, “Accounting for Stock-Based Compensa-

tion,” to provide alternative methods of transition for a volun-

tary change to the fair value based method of accounting for

stock-based employee compensation. In addition, SFAS 148

requires disclosures in both interim and annual financial state-

ments about the method of accounting used for stock-based

employee compensation and the effect of the method used on

reported results (see Note 10).

During the second quarter of 2003, DaimlerChrysler adopt-

ed the fair value recognition provisions of SFAS 123 prospec-

tively to all employee awards granted, modified, or settled

after January 1, 2003. Compensation expense for all awards

granted prospectively from December 31, 2002 will be mea-

sured at the grant date based on the fair value of the equity

award using a modified Black-Scholes option-pricing model.

Compensation expense will be recognized over the employee

service period with an offsetting credit to equity (paid-in capi-

tal). DaimlerChrysler options granted prior to January 1, 2003,

will continue to be accounted for using the intrinsic value

based approach under Accounting Principles Board Opinion

No. (“APB”) 25, “Accounting for Stock Issued to Employees”

and related Interpretations. Compensation expense under 

APB 25 was measured at the grant date based on the difference

between the strike price of the equity award and the fair value

of the underlying stock as of the date of grant. The adoption of

the fair value based method for awards granted in April 2003

resulted in additional compensation expense in the Group’s

statement of income (loss) of 112.8 million for the three and

six month periods ended June 30, 2003 (17.9 million, net 

of taxes, or 10.01 per share, respectively). Note 10 includes a

table that illustrates the effect on net income and earnings 

per share if the fair value based method had been applied to

all outstanding and unvested awards in each period.

In January 2003, the FASB issued FIN 46, “Consolidation of

Variable Interest Entities – an interpretation of ARB No. 51,”

which clarifies the application of the consolidation rules to

certain variable interest entities. FIN 46 established a new

multi-step model for the consolidation of variable interest enti-

ties when a company has a controlling financial interest based

either on voting interests or variable interests. Consolidation

based on variable interests is required by the primary benefi-

ciary if the equity investors lack essential characteristics of a

controlling financial interest or if the equity investment at risk

is not sufficient for the entity to finance its activities without

additional subordinated financial support from other parties.

FIN 46 also provides disclosure requirements related to 

significant investments in variable interest entities, whether 

or not those entities are consolidated. 

For DaimlerChrysler, FIN 46 applied immediately to variable

interest entities created after January 31, 2003, and to vari-

able interest entities in which DaimlerChrysler obtained an

interest after that date. For variable interest entities created

prior to February 1, 2003, the consolidation requirements of

FIN 46 are effective as of July 1, 2003.

DaimlerChrysler evaluated whether it is the primary beneficiary

of variable interest entities created after January 31, 2003, and

concluded that it has not entered into any arrangements with

variable interest entities after January 31, 2003. DaimlerChrysler

also evaluated whether it is the primary beneficiary of variable

interest entities created prior to February 1, 2003, and there-

fore would be required to consolidate them as of July 1, 2003. 

DaimlerChrysler identified several off-balance-sheet leasing

structures that are required to be consolidated under FIN 46

as of July 1, 2003. In these structures, a variable interest 

entity is established and owned by third parties. The variable

interest entity raises funds by issuing either debt or equity

securities to third party investors. The variable interest entity

uses the debt and equity proceeds to purchase property and

equipment, which is leased by the Group and used in the nor-

mal course of business. At the end of the lease term, Daimler-

Chrysler generally has the option to purchase the property

and equipment at fair value or re-lease the property and

equipment under new terms. The variable interest entities that

have been identified for consolidation in accordance with

FIN 46 have total assets of approximately 1600 million, which

also represents the Group’s maximum exposure to loss as 

a result of its involvement with these variable interest entities.

Management considers the probability of loss arising from

these structures to be remote.

DaimlerChrysler AG and Subsidiaries
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DaimlerChrysler’s other primary involvement with variable

interest entities is predominantly comprised of sales of receiv-

ables to bank conduits. DaimlerChrysler sells automotive

receivables to multi-seller and multi-collateralized bank con-

duits, which are considered variable interest entities, in the

ordinary course of business. DaimlerChrysler generally remains

as servicer. DaimlerChrysler also retains residual beneficial

interests in the receivables sold, which are designed to absorb

substantially all of the credit, prepayment, and interest-rate

risk of the receivables transferred to the conduit. Although its

interest in these variable interest entities is significant, 

DaimlerChrysler has concluded that it is not the primary bene-

ficiary of these bank conduits and therefore is not required 

to consolidate them under FIN 46. The outstanding balance of

receivables sold to conduits and the corresponding retained

interest balance as of June 30, 2003, are approximately 15.7

billion and 11.0 billion, respectively, which represents the

Group’s maximum exposure to loss as a result of its involve-

ment with these variable interest entities. 

DaimlerChrysler has evaluated the extent to which it has

involvement in other variable interest entities, in addition to

those described above. The Group is involved with other types

of variable interest entities including certain partnerships and

joint ventures that meet the strict FIN 46 definition of a vari-

able interest entity. DaimlerChrysler has determined that its

maximum exposure to loss through its involvement with these

variable interest entities is not significant individually or in 

the aggregate.

At its March 20, 2003 meeting, the EITF reached consen-

suses on the remaining issues of EITF 02-9, “Accounting for

Changes That Result in a Transferor Regaining Control of

Financial Assets Sold,” and the FASB ratified these consen-

suses at their April 2, 2003, meeting. EITF 02-9 requires the

transferor to recognize at fair value financial assets previously

sold when control over the financial assets is regained as if

the transferor had repurchased the assets, together with a

corresponding liability to the transferee. The EITF requires that

no gain or loss should be recognized by the transferor if con-

trol is regained over assets sold. EITF 02-9 also applies to any

beneficial interest or to qualifying special purpose entities that

become non-qualifying. Servicing assets or liabilities and other

retained interests continue to be accounted for separately.

Loan loss allowances may not be recognized as of the repur-

chase date. EITF 02-9 is applicable for changes occurring after

April 2, 2003, that result in the transferor regaining control

over financial assets previously sold. The application of

EITF 02-9 did not have a material effect on the Group’s consol-

idated financial statements. 

In April 2003, the FASB issued SFAS 149, “Amendment of

Statement 133 on Derivative Instruments and Hedging Activi-

ties.” The Statement amends and clarifies accounting for

derivative instruments and hedging activities under SFAS 133,

“Accounting for Derivative Instruments and Hedging Activi-

ties.” In particular, SFAS 149 amends SFAS 133 for decisions

made through the Derivative Implementation Group (“DIG”)

process that effectively required that amendments be made to

SFAS 133. SFAS 149 is generally effective for contracts

entered into or modified after June 30, 2003. However, the

provisions of SFAS 149 that relate to SFAS 133 Implementa-

tion Issues that have been effective for fiscal quarters that

began prior to June 15, 2003, shall continue to be applied in

accordance with their respective effective dates. Daimler-

Chrysler expects that the application of SFAS 149 will not

have a significant impact to the Group’s consolidated financial

statements.

In May 2003, the FASB issued SFAS 150, “Accounting for

Certain Financial Instruments with Characteristics of both Lia-

bilities and Equity.” SFAS 150 amends the accounting and

classification for certain financial instruments, such as those

used in most stock buy-back programs, that previously were

accounted for and classified as equity. SFAS 150 requires that

certain types of freestanding financial instruments that have

characteristics of both liabilities and equity be classified as 

liabilities with, in most cases, changes in fair value flowing

through the income statement. For example, SFAS 150

requires an issuer to classify as a liability most mandatorily

redeemable instruments where redemption is outside of the

control of the issuer and holder, instruments with repurchase

obligations that are physically or net cash settled, and instru-

ments with obligations to issue a variable number of equity

shares. In particular, forward purchase contracts and written

put options that are physically or net cash settled or that can

be net share settled shall be classified as liabilities by the

issuer. SFAS 150 could affect companies’ ratios, performance

measures and certain stock buy-back programs. Daimler-

Chrysler applies the provisions of this Standard for all financial

instruments entered into or modified after May 31, 2003. The

adoption of SFAS 150 did not have an impact on the Group’s

consolidated financial statements.

DaimlerChrysler AG and Subsidiaries
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A consensus on EITF 01-8, “Determining Whether an Arrange-

ment Contains a Lease” was reached on May 15, 2003, and was

ratified by the FASB at its May 28, 2003 meeting. EITF 01-8

clarifies certain provisions of SFAS 13, “Accounting for Leas-

es,” with respect to the identification of lease elements in

arrangements that do not explicitly include lease provisions.

Any lease element identified under the model of EITF 01-8

should be accounted for under current lease accounting litera-

ture. EITF 01-8 should be applied prospectively for lessees

and lessors to arrangements newly agreed to, modified, or

acquired in a business combination beginning with the first

reporting period after May 28, 2003. DaimlerChrysler applies

the provisions of EITF 01-8 beginning July 1, 2003 and is 

currently determining the impact of EITF 01-8 on the Group’s

consolidated financial statements.

2.Turnaround Plan for the Chrysler Group
The DaimlerChrysler Supervisory Board approved a multi-year

turnaround plan for the Chrysler Group in 2001. Key initiatives

for the turnaround plan over the period 2001 through 2003

include a workforce reduction and an elimination of excess

capacity. The workforce reduction affected represented and

non-represented hourly and salary employees. To eliminate

excess capacity, the Chrysler Group is idling, closing or dis-

posing of certain manufacturing plants, eliminating shifts and

reducing line speeds at certain manufacturing facilities, and

adjusting volumes at component, stamping and powertrain

facilities. 

The net charges recorded for the plan in the year ended

December 31, 2001, were 13,064 million (11,934 million net

of taxes), including 11,374 million related to workforce 

reductions, 1984 million related to asset write-downs and

1706 million related to other costs.

The charges recorded for the plan in the first half of 2002

were 1688 million (1443 million net of taxes) and are present-

ed as a separate line item on the accompanying consolidated

statements of income (1672 million and 116 million would

have otherwise been reflected in cost of sales and selling,

administrative and other expenses, respectively). These addi-

tional charges were for costs associated with the idling, 

closing or disposal of certain manufacturing facilities in 2002

and 2003 and ongoing workforce reduction measures. 

The charges recorded for the plan in the first half of 2003

were 15 million (1(1) million net of taxes) and are presented

as a separate line item on the accompanying consolidated

statements of income (1(3) million and 18 million would have

otherwise been reflected in cost of sales and selling, adminis-

trative and other expenses, respectively). These additional

charges and adjustments were recorded due to workforce

reductions and revisions of estimates based upon information

currently available or actual settlements. 

The pretax amounts for turnaround plan charges are com-

prised of the following:
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(in millions of 3) TotalOther costs
Asset

write-downs
Workforce
reductions

Reserve balance
at January 1, 2002

Additional charges

Payments

Amount charged 
against assets

Amount recognized 
by and transferred
to the employee
benefit plans

Currency trans-
lation adjustment

Reserve balance
at March 31, 2002

Additional charges

Adjustments

Net charges

Payments

Amount charged 
against assets

Currency trans-
lation adjustment

Reserve balance
at June 30, 2002

Additional charges

Adjustments

Net charges

Payments

Amount charged 
against assets

Amount recognized 
by and transferred
to the employee
benefit plans

Currency trans-
lation adjustment

Reserve balance
at December 31,
2002

506

132

(81)

–

(48)

1

510

221

(6)

215

(52)

–

(71)

602

–

(35)

(35)

(164)

–

(104)

(19)

280

–

98

–

(98)

–

–

–

169

17

186

–

(186)

–

–

2

13

15

– 

(15)

–

–

–

510

84

(47)

–

–

8

555

3

(30)

(27)

(76)

–

(57)

395

12

14

26

(92)

(6)

– 

(18)

305

1,016

314

(128)

(98)

(48)

9 

1,065

393

(19)

374

(128)

(186)

(128)

997

14

(8)

6

(256) 

(21)

(104)

(37)

585
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Workforce reduction charges during the six months ended

June 30, 2003 and 2002, relate to involuntary severance ben-

efits (150 million and 1230 million, respectively) and early

retirement incentive programs (1(19) million and 1117 million,

respectively). The voluntary early retirement programs,

accepted by 681 and 1,672 employees during the first half of

2003 and 2002, respectively, are formula driven based on

salary levels, age and past service. In addition, 249 employees

were involuntarily affected by the plan in the first half of 2003.

The number of employees involuntarily affected by the plan 

in the first half of 2002 was not significant. The amount of

involuntary severance benefits paid and charged against the

liability in the first half of 2003 and 2002 was 19 million 

and 173 million, respectively. The amount recognized by and

transferred to the employee benefit plans represents the cost

of the special early retirement programs and the curtailment

of prior service costs actuarially recognized by the pension

and postretirement health and life insurance benefit plans.

As a result of the planned idling, closing or disposal of cer-

tain manufacturing facilities, the ability to recover the carrying

values of certain long-lived assets at these plants were 

determined to be impaired. Accordingly, the Chrysler Group

recorded impairment charges of 1284 million in the first half

of 2002. The impairment charges represent the amount by

which the carrying values of the property, plant, equipment and

tooling exceeded their respective fair market values as 

determined by third party appraisals or comparative market

analyses developed by the Chrysler Group.

Other costs primarily include supplier contract cancellation

costs.

The Chrysler Group sold the Dayton Thermal Products 

facility on May 1, 2002, to a joint venture company with Behr

America, Inc. and will maintain a minority interest for two

years. In addition, the Chrysler Group sold the Graz, Austria,

plant to Magna International Inc. on July 12, 2002. The exit

costs of these two plant sales were previously provided for in

the turnaround plan charges.

The Chrysler Group may recognize additional restructuring

costs in the remaining six months of 2003 relating to the

divestiture of selected assets. The Chrysler Group expects

cash payments of $0.4 billion in 2003 for the previously

recorded charges.

3.Acquisitions and Dispositions
On March 14, 2003, DaimlerChrysler acquired from Mitsubishi

Motors Corporation (“MMC”) a 43% non-controlling interest 

of Mitsubishi Fuso Truck and Bus Corporation (“MFTBC”) for

approximately 1710 million in cash, of which 1674 million 

was paid in the first quarter of 2003. The total purchase price

is subject to a post-closing adjustment specified in an agree-

ment between DaimlerChrysler and MMC. Due to favorable

euro-to-yen exchange rate movements since the announce-

ment of the transaction, the purchase price is expected to be

approximately 150 million less than the initially planned 1760

million. Currently, approximately 130 million of the purchase

price has been allocated preliminarily to investor-level good-

will (see Note 5). DaimlerChrysler accounts for its investment

in MFTBC using the equity method. Because DaimlerChrysler

is unable to obtain U.S. GAAP information on a timely basis

from MFTBC, the Group will include its proportionate share of

MFTBC’s results of operations on a three month lag. Such

results are included in the Group’s Commercial Vehicles seg-

ment as of April 1, 2003. Also, on March 14, 2003, ten Mit-

subishi Group companies, including Mitsubishi Corporation,

Mitsubishi Heavy Industries and Bank of Tokyo-Mitsubishi,

entered into a separate share sale and purchase agreement

with MMC pursuant to which they purchased from MMC a

total minority interest of 15% of MFTBC’s shares for approxi-

mately 1245 million in cash, subject to a post-closing adjust-

ment. As a result of the transactions described above, MMC

now retains a 42% non-controlling interest in MFTBC.

In December 2002, DaimlerChrysler exercised its option to

acquire 50% of the commercial vehicle business of Hyundai

Motor Company (HMC) for approximately 1400 million in

cash. DaimlerChrysler originally expected to consummate the

transaction by the end of February 2003. Due to ongoing

negotiations between HMC and the labour unions, Daimler-
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(in millions of 3) TotalOther costs
Asset

write-downs
Workforce
reductions

Additional charges

Adjustments 

Net charges

Payments

Amount charged 
against assets 

Currency trans-
lation adjustment

Reserve balance
at March 31, 2003

Additional charges

Adjustments 

Net charges

Payments

Amount recognized 
by and transferred
to the employee
benefit plans

Currency trans-
lation adjustment

Reserve balance
at June 30, 2003

7

14

21

(38)

–

(2)

261

19

(9)

10

(35)

(47)

(10)

179

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

(21)

(21)

(55)

(2)

(9)

218

–

(5)

(5)

(44)

–

(9)

160

7

(7)

–

(93)

(2)

(11)

479

19

(14)

5

(79)

(47)

(19)

339
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Chrysler now expects the transaction to be completed in the

second half of 2003 based primarily on its original terms.

4.Cumulative Effect of Change in Accounting Principle
Goodwill and Other Intangible Assets. DaimlerChrysler adopted

SFAS 142 on January 1, 2002. The transitional goodwill

impairment evaluation and the recognition of the transition

impairment charge of 1159 million (10.16 per share) 

was completed in December 2002. However, because this

transitional impairment charge relates to goodwill existing

as of January 1, 2002, the cumulative effect of the change in

accounting principle was recorded retroactively to Daimler-

Chrysler’s first quarter 2002 consolidated financial statements.

5.Goodwill
During the six months ended June 30, 2003, goodwill of 152

million was recorded in connection with the acquisition of

dealerships in Europe and 18 million was recorded in connec-

tion with certain other acquisitions, each of which were 

immaterial individually and in the aggregate. The remaining

changes in the carrying amount of goodwill primarily relate

to currency translation adjustments.

As of June 30, 2003, goodwill relates to Mercedes Car

Group (1143 million), Chrysler Group (11,068 million), 

Commercial Vehicles (1677 million), Services (159 million)

and Other Activities (148 million).

DaimlerChrysler’s investor-level goodwill in companies

accounted for using the equity method was 1657 million at

June 30, 2003. Such goodwill is not subject to the impairment

tests required by SFAS 142. Instead, the total investment,

including investor-level goodwill, will continue to be evaluated

for impairment when conditions indicate that a decline in fair

value of the investment below the carrying amount is other

than temporary. Investor-level goodwill currently includes 130

million recorded in connection with the purchase of a 43%

interest in MFTBC (see Note 3). As of June 30, 2003, valua-

tions to determine the fair values of certain intangible assets

of MFTBC had not yet been finalized. Consequently, the pur-

chase price allocation is preliminary and currently assumes

that the entire excess purchase price over DaimlerChrysler’s

proportionate share of the net assets acquired of 130 million

represents investor-level goodwill. The amount currently

assigned to investor-level goodwill is subject to change once

the determination of a post-closing adjustment, if any, is final-

ized and the fair values are established for certain intangible

and tangible assets and any related deferred tax effects.

DaimlerChrysler believes that the effects of these purchase

price allocation adjustments will not have a material impact

on its consolidated net income.

6.Other Intangible Assets
Other intangible assets comprise (in millions of 1):

DaimlerChrysler’s other intangible assets subject to amortiza-

tion primarily represent software. During the six months 

ended June 30, 2003, additions of 177 million were recognized,

primarily relating to software. The aggregate amortization

expense for the three and six months ended June 30, 2003,

was 135 million and 170 million, respectively, and for the

three and six months ended June 30, 2002, 139 million and

182 million, respectively.

Amortization expense for the gross carrying amount of other

intangible assets at June 30, 2003, is estimated to be 180 

million for the remainder of 2003, 1110 million in 2004, 172

million in 2005, 137 million in 2006, 123 million in 2007 

and 114 million in 2008.

Other intangible assets not subject to amortization represent

intangible pension assets.

7. Inventories
Inventories are comprised of the following (in millions of 1):

8.Cash and Cash Equivalents
As of June 30, 2003 and December 31, 2002, cash and cash

equivalents include 1344 million and 130 million, respectively,

of deposits with original maturities of more than three months.
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(in millions of 3)

Other intangible assets subject 
to amortization

Gross carrying amount 

Accumulated amortization 

Net carrying amount 

Other intangible assets not subject 
to amortization

At June 30, 
2003

At Dec. 31, 
2002

1,036

(634)

402

2,453

2,855

1,046

(666)

380

2,301

2,681

(in millions of 3)

Raw materials and manufacturing supplies

Work-in-process

Finished goods, parts and products held for
resale

Advance payments to suppliers

Less: Advance payments received 

1,885

2,976

12,336

66

17,263

(645)

16,618

1,900

2,693

11,567

63

16,223

(581)

15,642

At June 30, 
2003

At Dec. 31, 
2002
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9.Stockholders’ Equity
During the first half of 2003, DaimlerChrysler purchased

approximately 1.0 million of its Ordinary Shares for 128 million

and re-issued approximately 0.8 million of those shares for

121 million in connection with an employee share purchase

plan. At June 30, 2003, approximately 0.2 million Ordinary

Shares totaling 17 million were held as treasury stock desig-

nated for future issuances under employee share purchase

plans.

Under the German corporation law (Aktiengesetz), the

amount of dividends available for distribution to shareholders

is based upon the unappropriated accumulated earnings of

DaimlerChrysler AG (parent company only) as reported in its

statutory financial statements determined in accordance with

the German commercial code (Handelsgesetzbuch). For the

year ended December 31, 2002, DaimlerChrysler AG made a

distribution of 11,519 million (11.50 per share). The dividend

was paid on April 10, 2003 to investors owning Daimler-

Chrysler shares on April 9, 2003.

On April 9, 2003, the annual meeting authorized the Board

of Management through April 8, 2008, upon approval of the

Supervisory Board, to increase capital stock by issuing new, no

par value registered shares in exchange for cash contributions

totaling 1500 million as well as by issuing new, no par value

registered shares in exchange for non-cash contributions

totaling 1500 million and to increase capital stock by issuing

Ordinary Shares to employees totaling 126 million. In addition,

DaimlerChrysler AG is authorized through October 9, 2004, 

to acquire treasury stock for certain defined purposes up to a

maximum nominal amount of 1263 million of capital stock,

representing approximately 10% of issued and outstanding

capital stock.

During 1996, DaimlerChrysler Luxembourg Capital S.A., a

wholly-owned subsidiary of DaimlerChrysler, issued 4.125%

bearer notes with appertaining warrants due July 5, 2003, in

the amount of 1613 million (with nominal value of 1511 each),

which entitled the bond holders to subscribe for a total of

12,366,324 shares (7,728,048 of which represents newly

issued shares totaling 1383 million) of DaimlerChrysler.

According to the note agreements the option price per share

was 142.67 in consideration of exchange of the notes or

144.49 in cash. In the first six months of 2003, 20,698 options

for the subscription of newly issued DaimlerChrysler Ordinary

Shares were exercised. The repayment for the remaining

options was on July 5, 2003.

Total comprehensive income (loss) of the Group for the

three-month periods ended June 30, 2003 and 2002, was 1362

and 1(742) million, respectively.
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10. Stock-Based Compensation
In April 2000, the Group’s shareholders approved the Daimler-

Chrysler Stock Option Plan 2000 which provides for the 

granting of stock options for the purchase of DaimlerChrysler

Ordinary Shares to eligible employees. Options granted under

the Stock Option Plan 2000 are exercisable at a reference price

per DaimlerChrysler Ordinary Share determined in advance

plus a 20% premium. The options become exercisable in equal

installments on the second and third anniversaries from the

date of grant. All unexercised options expire ten years from the

date of grant. If the market price per DaimlerChrysler Ordinary

Share on the date of exercise is at least 20% higher than the

reference price, the holder is entitled to receive a cash payment

equal to the original exercise premium of 20%. 

In May 2000, certain shareholders challenged the approval

of the Stock Option Plan 2000 at the stockholders’ meeting 

on April 19, 2000. In October 2000, the Stuttgart District Court

(Landgericht Stuttgart) dismissed the case and the Stuttgart

Court of Appeals (Oberlandesgericht Stuttgart) dismissed an

appeal in June 2001. The shareholders appealed the decision

of the Stuttgart Court of Appeals to the Federal Supreme Court

(Bundesgerichtshof) in July 2001. In March 2002, the Federal

Supreme Court decided not to admit the appeal. In April 2002,

a constitutional appeal was filed against this decision. After

that the Federal Constitutional Court (Bundesverfassungsgericht)

decided in May 2003 not to admit the constitutional appeal.

During the first half of 2003, the Group issued 20.5 million

new options at a reference price of 128.67.

The following table illustrates the rollforward of the stock

options granted to the management during the six month period

ended June 30 (in millions of stock options):

20022003

33.6

20.0

–

53.6

7.6

Development of the Stock Options Granted to Management

Outstanding as of January 1

Granted

Forfeited

Outstanding as of June 30

Exercisable as of June 30

53.1

20.5

(0.7)

72.9

23.8

In millions

As discussed in Note 1, DaimlerChrysler adopted the provi-

sions of SFAS 123 prospectively to all awards granted after 

December 31, 2002. Awards granted in previous periods will

continue to be accounted for using the provisions of APB 25

and related Interpretations. The fair value of DaimlerChrysler

stock options issued in 2003 was calculated at the grant date

with a modified Black-Scholes option pricing model, which

considers the terms of issuance.



The cost related to stock based employee compensation

included in the determination of net income for the three and

six month periods ended June 30, 2003, is less than that which

would have been recognized if the fair value based method

had been applied to all awards since the original effective date

of Statement 123. The following underlying assumptions 

were used in calculating the fair value of DaimlerChrysler stock

options granted in 2003: expected dividend yield: 5.6%;

expected volatility: 35.0%; risk free interest rate: 2.9%; and

expected life: 3 years. The total fair value of DaimlerChrysler

stock options granted in 2003 was 1123 million (16.00 per

option).

The following table illustrates the effect on net income and

earnings per share for the three month periods ended June 30,

2003 and 2002, as if the fair value method of SFAS 123 had

been applied to all outstanding and unvested stock options.
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The following table illustrates the effect on net income and

earnings per share for the six month periods ended June 30,

2003 and 2002, as if the fair value method of SFAS 123 had

been applied to all outstanding and unvested stock options.
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2003
Three months ended June 30, 

2002

109

16

(34)

91

0.11

0.09

0.11

0.09

1,108

28

(61)

1,075 

1.10

1.07

1.10

1.07

Net income (in millions of 1):

Net income, as reported before 
cumulative effect 
of change in accounting principle

Add: Stock-based employee compensation
expense included in reported net income,
net of related tax effects

Deduct: Stock-based employee 
compensation expense determined under
fair value based method for all awards, 
net of related tax effects

Pro forma net income 

Earnings per share (in 1):

Basic – as reported before 
cumulative effect of change in accounting 
principle

Basic – pro forma 

Diluted – as reported before 
cumulative effect of change in accounting 
principle

Diluted – pro forma

2003
Six months ended June 30, 

2002

697

26

(76)

647

0.69

0.64

0.69

0.64

3,770

30 

(84)

3,716 

3.75

3.70

3.73

3.68

Net income (in millions of 1):

Net income, as reported before 
cumulative effect 
of change in accounting principle

Add: Stock-based employee compensation
expense included in reported net income,
net of related tax effects

Deduct: Stock-based employee 
compensation expense determined under
fair value based method for all awards, 
net of related tax effects

Pro forma net income 

Earnings per share (in 1):

Basic – as reported before 
cumulative effect of change in accounting 
principle

Basic – pro forma 

Diluted – as reported before 
cumulative effect of change in accounting 
principle

Diluted – pro forma

Balance at January 1, 2003

Currency change

Utilizations and transfers

Changes from product warranties issued in 2003

Changes from prior period product warranties issued

Balance at June 30, 2003

9,014

(351)

(2,332)

2,733

(151)

8,913

(in millions of 3)

Unearned compensation expense for all outstanding and

unvested stock options as of June 30, 2003 and 2002, totals 

to 1181 million and 1141 million, respectively.

11. Accrued Liabilities
Accrued liabilities are comprised of the following (in millions of 1):

The Group issues various types of contractual product war-

ranties under which it generally guarantees the performance

of products delivered and services rendered for a certain peri-

od or term. In addition, the accrued liability for product war-

ranties covers expected costs for policy coverage, recall cam-

paigns and buyback commitments. The changes in provisions

for those product warranties are summarized as follows:

(in millions of 3)

Pension plans and similar obligations

Income and other taxes

Other accrued liabilities

15,828

3,531

24,426

43,785

15,909

3,621

24,092

43,622

At June 30, 
2003

At Dec. 31, 
2002



In the first quarter of 2003, the Chrysler Group and Services

segments agreed to a new arrangement regarding the sharing

of risks associated with the residual values of certain leased

vehicles, which were previously expensed by the Group in

years prior to 2001, between the Chrysler Group and Services.

The non-cash effect of transferring such risks in the first 

quarter of 2003 resulted in 170 million of additional revenue

and operating profit for the Chrysler Group and 170 million 

of additional cost of sales and reduced operating profit for

Services. 
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Segment information for the six-month periods ended 

June 30, 2003 and 2002, is as follows (in millions of 1): 

Consolidated(in millions of 3) Eliminations
Other 

ActivitiesServices
Commercial

Vehicles
Chrysler

Group
Mercedes
Car Group

973

131

1,104

333

1,105

143

1,248

411

–

(3,417)

(3,417)

(20)

–

(3,815)

(3,815)

(64)

68,025

–

68,025

2,044

76,244

–

76,244

4,762

24,120

1,525

25,645

1,549

23,494

1,509

25,003

1,498

24,513

–

24,513

(796)

31,966

424

32,390

227

12,263

801

13,064

225

12,668

837

13,505

(92)

6,156

960

7,116

753

7,011

902

7,913

2,782

Six months ended June 30, 2003

Revenues

Intersegment sales

Total revenues

Operating Profit (Loss)

Six months ended June 30, 2002

Revenues

Intersegment sales

Total revenues

Operating Profit (Loss)

12. Segment Reporting
Segment information for the three-month periods ended 

June 30, 2003 and 2002, is as follows (in millions of 1):

Consolidated(in millions of 3) Eliminations
Other 

ActivitiesServices
Commercial

Vehicles
Chrysler

Group
Mercedes
Car Group

504

63

567

228

508

74

582

253

–

(1,762)

(1,762)

(45)

–

(2,124)

(2,124)

(50)

34,328

–

34,328

641

39,337

–

39,337

1,682

12,394

827

13,221

861

12,209

863

13,072

845

11,834

–

11,834

(948)

16,210

230

16,440

414

6,555

405

6,960

211

6,879

505

7,384

(7)

3,041

467

3,508

334

3,531

452

3,983

227

Three months ended June 30, 2003

Revenues

Intersegment sales

Total revenues

Operating Profit (Loss)

Three months ended June 30, 2002

Revenues

Intersegment sales

Total revenues

Operating Profit (Loss)
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13. Earnings per Share
The computation of basic and diluted earnings per share for

“Income before cumulative effect of change in accounting

principle” is as follows (in millions of 1 or millions of shares,

except earnings per share):

The reconciliation to operating profit is as follows 

(in millions of 1):

(in millions of 3)

Three months 
ended June 30,

2003 2002

Six months 
ended June 30,

2003 2002

Income before financial 
income

+ Pension and postre- 
tirement benefit 
expenses other than 
service cost

+ Operating profit (loss) 
from affiliated and asso-
ciated companies and 
financial income (loss) 
from related operating 
companies 

+ Gain from the sale 
of operating businesses

+ Miscellaneous items

Consolidated operating 
profit 

241

238

141

–

21

641

1,415

(74)

150

156

35

1,682

Six months 
ended June 30,

2003 2002

697

2

699

1,012.7

1.0

1,013.7

0.69

0.69

3,770

10

3,780

1,004.0

9.9

1,013.9

3.75

3.73

Three months 
ended June 30,

2003 2002

Income before cumulative 
effect of change in 
accounting principle – basic

Interest expense on 
convertible bonds and 
notes (net of tax)

Income before cumulative 
effect of change 
in accounting principle – 
diluted

Weighted average number 
of shares outstanding – 
basic

Dilutive effect 
of convertible bonds 
and notes

Weighted average 
number of shares 
outstanding – diluted

Earnings per share 
before cumulative 
effect of change in 
accounting principle 

Basic

Diluted

109

1

110

1,012.6

1.0

1,013.6

0.11

0.11

1,108

4

1,112

1,004.8

9.1

1,013.9

1.10

1.10

Options issued in connection with the 2000 Stock Option Plan

in 2000, 2001, 2002 and 2003 were not included in the 

computation of diluted earnings per share for 2002 and 2003

because the options’ underlying exercise price was greater

than the average market price for DaimlerChrysler Ordinary

Shares for the three and six months ended June 30, 2003 and

2002. 

14. Litigation and Claims
As previously reported, in the fourth quarter of 2000, Tracinda

Corporation filed a lawsuit in the United States District Court

for the District of Delaware against DaimlerChrysler AG and

some of the members of its supervisory board and board of

management (Messrs. Kopper, Schrempp and Gentz). Shortly

thereafter, other plaintiffs filed a number of actions against

the same defendants, making similar claims to those in the

Tracinda complaint. Two individual lawsuits and one consoli-

dated class action lawsuit are pending. The plaintiffs, current

or former DaimlerChrysler shareholders, allege that the defen-

dants violated U.S. securities law and committed fraud in

obtaining approval from Chrysler stockholders of the business

combination between Chrysler and Daimler-Benz in 1998. In

addition, the consolidated class action complaint alleges that

we violated U.S. securities laws by making false and mislead-

ing statements in 1999 and 2000 regarding its prospects for

the year 2000. The plaintiffs are claiming to have suffered

damages in an amount somewhere between $5.9 billion and

$22.1 billion. DaimlerChrysler denies the plaintiffs’ allegations

of wrongdoing, and further denies that the plaintiffs have suf-

fered any damages at all. These cases have been consolidated

for purposes of discovery and are captioned In re: Daimler-

Chrysler AG Securities Litigation. In March 2002, the Court

dismissed the allegations of the consolidated class action

complaint relating to the purportedly false and misleading

statements concerning our prospects for the year 2000. In

March 2003, the Court granted Mr. Kopper’s motion to dis-

miss each of the complaints against him on the grounds that

the Court lacks jurisdiction over him. In February 2003, Daim-

lerChrysler filed motions seeking summary judgment on all

claims in the cases on several grounds, including that the

claims are barred by the statute of limitations. In June 2003,

the Court denied the Group’s motion relating to the statute of

limitations and deferred decision on the remaining grounds.

DaimlerChrysler is presently scheduled for trial of all the con-

solidated actions in the fourth quarter of 2003. Daimler-

Chrysler believes the claims in this litigation are without merit

and plans to continue defending against them vigorously.

1,345

448

219

–

32

2,044

1,857

(157)

358

2,640

64

4,762
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As reported in DaimlerChrysler’s Annual Report as of 

December 31, 2002, Freightliner LLC, DaimlerChrysler’s North

American commercial vehicles subsidiary, acquired in 

September 2000 Western Star Trucks Holdings Ltd., a Canadian

company engaged in the design, assembly, and distribution 

of heavy duty trucks and transit buses. Prior to its acquisition

by Freightliner, Western Star had completed the sale of ERF

(Holdings) plc, a company organized in England and Wales and

engaged in the assembly and sale of heavy duty trucks, to

MAN AG and MAN Nutzfahrzeuge AG for CAD195 million. In

September 2002, MAN filed a claim against Freightliner Ltd.

(formerly Western Star) with the London Commercial Court for

breach of representations and warranties in the share pur-

chase agreement, alleging that ERF’s accounts and financial

statements were misstated. MAN seeks damages in excess of

GBP300 million. Freightliner Ltd. intends to defend itself 

vigorously against such claims and has filed a contribution

claim against Ernst & Young, ERF’s auditors, with the London

Commercial Court in the second quarter of 2003.

As previously reported, in the first quarter of 2003, forty

purported class action lawsuits alleging violations of antitrust

law were filed against DaimlerChrysler, six other motor vehicle

manufacturers, operating subsidiaries of those companies in

both the United States and Canada, the National Automobile

Dealers Association and the Canadian Automobile Dealers

Association. Additional lawsuits were filed during the second

quarter of 2003 containing similar allegations, bringing the

total number of such lawsuits to approximately 70. Some

complaints were filed in federal courts in various states and

others were filed in state courts. The complaints allege that the

defendants conspired to prevent the sale to U.S. consumers

of vehicles sold by dealers in Canada in order to maintain new

car prices at artificially high levels in the U.S. They seek treble

damages on behalf of everyone who bought or leased a new

vehicle in the U.S. since January 1, 2001. DaimlerChrysler

believes the complaints against it are without merit and plans

to defend against them vigorously.

15. Risks concerning equity investment in EADS
The aftermath of the events of September 11, 2001, the war

in Iraq, the outbreak of SARS and general weakness in world-

wide economies have had an adverse impact on the world’s

aviation industry in which the European Aeronautic Defence

and Space Company EADS N.V. (“EADS”) operates and have

suppressed the market value (based on quoted market price

of the shares) of EADS. At June 30, the carrying value of the

Group’s investment in EADS approximated 15.1 billion and

exceeded its market value by 12.2 billion. The Group’s invest-

ment in EADS is of a long-term nature, which is expected to 

be sufficient to allow for the recovery of the market value of

the investment in EADS. Although the Group believes that the 

value of the EADS investment is considerably higher than its

carrying value, U.S. GAAP and SEC rules require that an invest-

ment be written down to its market value, with a charge taken

to earnings, when an impairment in the carrying amount of an

investment is considered to be other-than-temporary. If in the

second half of 2003 the market value of the Group’s invest-

ment in EADS continues to remain substantially below its 

carrying value, the Group will have to assess a write-down of

its investment in EADS to market value and recognize an

impairment charge in the Group’s Net Income.
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16. Commitments and Contingencies
Obligations from issuing guarantees as a guarantor (excluding

product warranties) are as follows:

The parent company of the Group (DaimlerChrysler AG) pro-

vides guarantees to third parties of certain obligations of its

consolidated subsidiaries. At June 30, 2003, these guarantees

amounted to 146.7 billion. To a lesser extent, consolidated

subsidiaries provide guarantees to third parties of obligations

of other consolidated subsidiaries. All intercompany guaran-

tees are eliminated in consolidation and therefore are not

reflected in the above table.

(in millions of 3)

Maximum potential
future obligation

Guarantees for third party
liabilities

Guarantees under 
buy-back commitments

Performance guarantees
and environmental risks

Other

2,114

2,131

781

755

5,781

At June 30,
2003

At Dec. 31,
2002

At June 30,
2003

At Dec. 31,
2002

Amount recognized
as a liability

2,119

2,663

581

830

6,193

328

612

373

228

1,541

370

724

370

246

1,710

On March 11, 2003, DaimlerChrysler signed an agreement with

the City of Hamburg, Germany, a holder of 6% of the common

shares of DaimlerChrysler Luft- und Raumfahrt Holding Aktien-

gesellschaft (“DCLRH”), a majority-owned subsidiary of the

Group. The agreement was approved by the Parliament of the

Free and Hanseatic City of Hamburg on May 21, 2003. Pur-

suant to the terms of the agreement, DaimlerChrysler holds a

call option and the City of Hamburg holds a put option which,

upon exercise by either party, will require the shares of DCLRH

held by the City of Hamburg to be transferred to Daimler-

Chrysler. In consideration for these shares, DaimlerChrysler will

pay the City of Hamburg a minimum of 1450 million in cash 

or shares of EADS or a combination of both. DaimlerChrysler’s

call option would become exercisable at January 1, 2005. The

City of Hamburg’s put option would become exercisable at the

earlier of October 1, 2007, or upon the occurrence of certain

events which are solely within the control of DaimlerChrysler.

DaimlerChrysler believes the likelihood that these certain

events will occur is remote. 
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