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Committed to To the shareholders, staff and friends of ourcompany
independence

the acquisition of Rover and the Rolls-Royce Motor
Cars brand name by the BMW Group is a vital step

. ' towards securing the company’s economic strength
and independence in the long term: BMW now plays
an active role in all major market segments and
world markets with an attractive range of models -
an essential requirement, and one which has also
proved to be the driving force behind the most
recent changes in the automobile industry. In the
course of market globalisation, other mergers and
alliances have also taken shape.

Sustained success forthe BMW Group in the
face of global competition depends on our continu-
ing ability to offer well-known and sought-after

. brands worldwide. It is the brands which make our
products unique, and commit us to uphold our
promise of top quality.

The culture of true brands evolves from the pas-
sions and desires of people.These passions and
desires are clearly reflected in our brands. We
employ and shape technology to give substance to
these desires; customers are also guided towards
the purchase of our products by an emotive appeal
to theirimagination, expressed through ideas such
as "sheerdriving pleasure” and “relaxed motoring”.
Constantly implementing innovations and refine-
ments, BMW keeps its brands attractive and alive -
prerequisite to our ability to gain new customers as
well. '

These innovations are only possible because
BMW has also won itself a high repute as an indus-
trial employer - this prompts exceptionally qualified
and highly motivated young men and women to
aspire to work at BMW. And with the best and most
committed staff throughout our company, it
becomes possible to create fascinating brands

- characterised by reliable standards of quality.
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The BMW Group today is one of the most admired
and respected employers in the whole of Europe.
Ourcompany’s product innovations are as widely
acknowledged as the soundness of ourfinancial
base. BMW is one of the few brand names known
throughout the world, and together with the brands
Rover Cars, Land Rover, Mini and MG, the BMW
Group plays an active role in all major segments of
all key markets around the globe.

The BMW Group thus draws on all required
potential, particularly under difficult market condi-
tions, to work towards the future with intensified
commitment on the development of new, top-quality
products for all relevant segments of the market.
The necessary potential is available within the
BMW Group.

. It is the numerous virtues inherent in the com-
pany that have enabled it to grow over recent
decades, and which we will continue to strengthen:

\ time to market, long-standing partnerships with
customers, dealers and suppliers, alacrity and con-
sistency in decision-making, genuine acceptance of
responsibility, perfection, capacity for enthusiasm -
and the sense of belonging. After all, you can’t drive
a carif you are constantly looking in the rear-view

b mirror- which is why the focus of our attention, more
than ever before, is on shaping the future of BMW.

Joachim Milberg
Chairman of the Board of
Management of BMW AG



Report of the
Supervisory Board

The Supervisory Board throughout the 1998 financial
year regularly reviewed the business of the company
and supervised the Board of Management. At five
joint meetings, supported by the Board of Manage-
ment's written and verbal reports, the Supervisory
Board closely studied the company's overall position,
the development of business and the business
policies pursued, discussing these matters with the
Board of Management. In addition to the regular
meetings, the Chairman of the Supervisory Board
held discussions with the Chairman of the Board of
Management concerning business questions of

key importance.

The Supervisory Board and the Board of
Management addressed all measures aimed at
maintaining and strengthening the earnings capa-
bility of the Group, as well as securing its indepen-
dence as an automobile manufacturer present in all
product segments and in all markets around the
world.

The course of action taken by BMW in the com-
pany’s bid for the carmaker Rolls-Royce was dis-
cussed in detail between the Supervisory Board and
the Board of Management. Rights to the Rolls-Royce
brand were acquired by BMW at favourable terms
and conditions, thus expanding the Group's portfolio
in the luxury-class market segment.

The introduction of new and future-oriented
technologies was a further subject of consultations
between the Supervisory Board and the Board of
Management. The competitiveness of the BMW
brand was strengthened significantly by the intro-
duction of a new generation of diesel engines. BMW
has thereby assumed a leading position in this
technology. Advancements continue on new model
variants introduced into the 3 Series. Rover presented
the new Rover 75 model range, this luxurious British-
made saloon being the first vehicle developed
independently by Rover in the last twenty years.

Throughout the entire financial year, the
Supervisory Board was informed by the Board of
Management on all aspects concerning the situation
in the Rover business segment, When the Board of
Management reported significant divergence from
budgeted sales and earnings figures in the course of
the first months of the second half of the year, the
Chairman of the Supervisory Board called upon the
6




e e = e =

Board of Management to conduct detailed investiga-
tions and implement appropriate counter-measures.
Following consultation between the Supervisory
Board and the Board of Management during a meet-
ing called by the Supervisory Board on October 23
1998, the Board of Management approved a broad-
based programme of turn-around activities. These
were aimed at providing a detailed and comprehen-
sive analysis of Rover business, an evaluation of
alternative courses of action, and the drawing up of
proposals for a restructuring of this business seg-
ment — with due account to be taken of the different
prevailing situation for Rover Cars, on the one hand,
and Land Rover on the other. Changes were intro-
duced in the management structure in order to acce-
lerate the convergence of procedures and systems.

A report on the status of restructuring measures
was presented by the Board of Management
auring a meeting of the Supervisory Board held on
December 1 1998, An improvement of standards to
levels comparable with those existing at BMW, as
well as measures introduced towards cost reduction,
restructuring, greater flexibility of working time in
production and towards improvements in sales per-
formance, were discussed in detail with the Board
of Management. The pursuit of strategic policies
derived from the restructuring analysis of Rover, as
well as the successful implementation of measures,
represent a major task in the 1999 business year.

Attention was also paid by the Supervisory Board
to all aspects of development of business in the
fields of aero engines and software. Long-term devel-
opment of all fields of business was furthermore
dealt with in detail.

In the year under review, particularly in the second
nalf of 1998, the Supervisory Board purposely
focused its activities on supporting the Board of
Management in overcoming the situation at Rover.
Thanks to the excellent segment result from BMW
Automobiles, it is once again possible to present
shareholders with a satisfactory overall result for the
Group, which - with the exception of a particularly
successful business year in 1997- exceeds the
results achieved in previous years.

The Income Statement of the year-end result for
the 1998 financial year is for the first time presented
in the cost-of-sales format, in accordance with



Report of the
Supervisory Board

customary international practice, facilitating com-
parisons made by shareholders.

The Financial Statements for Bayerische Motoren
Werke Aktiengesellschaft and the Consolidated
Financial Statements of the BMW Group as of
December 31 1998, as well as the Business Review
of the Group have been examined and given an unre-
stricted confirmatory audit certificate by the auditors
KPMG Deutsche Treuhand-Gesellschaft Aktienge-
sellschaft Wirtschaftsprufungsgeselischaft, Munich.
The Supervisory Board also examined these reports
prepared by the Board of Management. The audit re-
ports drawn up by KPMG were presented to all mem-
bers of the Supervisory Board. Attending the meeting
on March 18 1999, in which the financial statements
were examined by the Supervisory Board, the auditor
reported on the key results of the audit. The Super-
visory Board agrees to the results of this audit, and
approves the Financial Statements for Bayerische
Motoren Werke Aktiengesellschaft prepared by the
Board of Management for the 1998 financial year. The
Financial Statements are thus complete. The Super-
visory Board has examined and supports the pro-
posal made by the Board of Management for the
distribution of profits. According to the concluding
result of examination by the Supervisory Board, no
objections remain which must be raised.

The Executive Committee, which also assumes
the function of the personnel committee, held
scheduled meetings on three occasions. The statu-
tory mediation commitiee also appointed by the
Supervisory Board (Section 27 Article 3 MitbestG)
did not have reason to meet,

Upon conclusion of the Annual General Meeting
on May 12 1998, Dr. h.c. André Leysen retired from
the Supervisory Board. Dr, Leysen had been a mem-
ber of the Supervisory Board since 1989, as well as
of the Executive Commitiee since 1997. The Super-
visory Board expressed its thanks to Dr. Leysen for
the work he contributed as one of its members.

Mr. Volker Doppelfeld was elected by the Annual
General Meeting to succeed Dr. Leysen, and was
subsequently elected to the Executive Committee
by the Supervisory Board at its next meeting.

Mr. Volker Doppelfeld, who retired from the Board
of Management upon conclusion of the Annual
General Meeting on May 12 1998, has worked for the
8




company for almost 30 years, and has been a mem-
ber of the Board of Management for the last 17 years
isince 1981). The Supervisory Board voiced its excep-
tional indebtedness to Mr. Doppelfeld, who has
Made a decisive contribution to the success of the
company. Dr. Walter Hasselkus stepped down as a
member of the Board of Management at the close of
1998. The Supervisory Board expressed its gratitude
to Mr. Hasselkus for the services he rendered the
company. Mr. Glnter Lorenz was appointed a mem-
ber of the Board of Management by the Supervisory
Board on May 12 1998, followed by Prof. Dr. Werner
Samann on December 1 1998.

At its meeting on February 5 1999, the Super-
visory Board was again informed by the Board of
Management on the position of the company, in
particular on the situation in respect of Rover Auto-
mobiles. At this meeting, Mr. Bernd Pischetsrieder
requested that he be relieved of his duties as mem-
ber and Chairman of the Board of Management.

The Supervisory Board complied with this request
and thanked Mr. Pischetsrieder for his 25 years of
successful work. Dr. Wolfgang Reitzle also resigned
from the Board of Management, with the agreement
of the Supervisory Board. The Supervisory Board
voiced its thanks to Dr. Reitzle for his successful
work over the course of 23 years.

At the same meeting on February 5 1999, the
Supervisory Board appointed Prof. Dr.-Ing. Joachim
Milberg as the new Chairman of the Board of
Management, furthermore appointing Mr. Carl-Peter
Forster, Dr. Henrich Heitmann and Dr.-Ing. Wolfgang
Ziebart as new members of the Board of Manage-
ment. At the meeting on March 18 1999
Mr. Ernst Baumann was also appointed as a
member of the Board of Management.

Munich, March 18 1989

The Supervisory Board
Eberhard von Kuenheim
Chairman




Supervisory Board
as of March 30 1999

Dr.-Ing. E.h. Dr.-Ing. E.h.
Eberhard v. Kuenheim
Munich, Chairman

Former Chairman of the Board
of Management of BMW AG

Manfred Schoch®
Munich, Deputy Chairman
Chairman of the Works Councll

Prof. Dr.-Ing. E.h. Berthold Leibinger
Ditzingen, Deputy Chairman
Managing Partner of

TRUMPF GmbH + Co.
Maschinenfabrik Stuttgart

Johann Vilsmeier®

Dingolfing, Deputy Chairman
Chairman of the Works Council
Dingolfing plant

Dr. h.c. André Leysen

Mortsel, Belgium,

Deputy Chairman

Chairman of the Supervisory Board of
Gevaert N.V.

(until May 12 1998)

Volker Doppelfeld

Munich,

Deputy Chairman

Former Member of the Board of
Management of BMW AG

(from May 12 1998)

Reinhold Bauer®

Landshut,

Deputy Chairman of the Works Council
Landshut plant
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Dr. Karin Benz-Overhage*
Frankfurt/Main,

Executive Member of the
Executive Board of 1G Metall

Ulrich Eckelmann”®
Frankfurt/Main,

Head of Department for the
Executive Board of |G Metall
(from January 26 1998)

Hans Glas®
Dingolfing,
Director Dingolfing plant

Gerhard Gutsmied!”

Munich,

Deputy Chairman of the Works Council
Munich plant

Arthur L. Kelly
Chicago, lllinois,
Managing Partner of
KEL Enterprises Ltd.

Susanne Klatten
Bad Homburg v.d.H.,
Economist, MBA

Rudolf Lukes®
Munich,
Trade union secretary

Prof. Dr, Hubert Markl

Munich,

President of Max-Planck-Gesellschaft
zur FOrderung der Wissenschaften e.V.




Hans-Glnther Niklas*
Regensburg,

Chairman of the Works Council
Regensburg plant

Stefan Quandt
Bad Homburg v.d.H.,
Graduate industrial engineer

Ernst Rehmeier*

Dingolfing,

Member of the Works Council
Dingolfing plant

Dr. Wolfgang Roller

Frankfurt/Main,

Former Chairman of the Supervisory
Board of Dresdner Bank AG

Dr.-Ing. Dieter Soltmann

Munich,

Member of the Managing Board of
Gabriel Sedlmayr
Spaten-Franziskaner-Brau KGaA

Lodewijk C. van Wachem

The Hague, Netherlands,

Chairman of the Supervisory Board of
Royal Dutch Petroleum Company/Shell

‘employees’ representative

Board of Management

Bernd Pischetsrieder
Chairman
(until February 51999)

Prof. Dr.-Ing. Dr. h.c. Dr.-Ing. E.N.
Joachim Milberg

Chairman

(from February 5 1999)

Ernst Baumann
(from March 18 1999)

Volker Doppelfeld
(until May 12 1998)

Carl-Peter Forster
(from February 5 1999)

Dr, Walter Hasselkus
(until December 31 1998)

Dr. Henrich Heitmann
(from February 5 1999)

Gunter Lorenz
(from May 12 1998)

Dr. Helmut Panke

Dr.-Ing. Wolfgang Reitzle
(until February 51999)

Prof. Dr. -Ing. Werner Samann
(from December 11998)

Dr. h.c. Horst Teltschik

Dr.-Ing. Wolfgang Ziebart
(from February 5 1999)

Executive Director:
Dr. Hagen Luderitz

General Counsel:
Dr. Dieter Lochelt
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Business Review. 1998 was a successful year
for the BMW Group overall. Results achieved
by BMW Automobiles were the best ever on
company record. Losses in the Rover Auto-
mobiles segment, however, were markedly
higher - attributable in part to the high
costs of reorganisation and restructuring.
BMW Rolls-Royce made decisive progress in
aero-engine sales and currently holds a
record number of orders. Success on inter-
national markets created new jobs within
the BMW Group in 1998.




Business review
of the BMW Group

Positive overall development for the Group
BMW Automobiles business improved once more in
1998, both in terms of volume and results. The new
3-Series saloon was excellently received on the
market; the 23 coupé, M coupé, and the M5 added
further impetus to sales of BMW cars. Record figures
were also recorded for BMW motorcycles.

The competitive position of Rover Automobiles
was negatively influenced in the year under review by
model changes, currency fluctuation and market con-
ditions, particularly in the UK, its home market, and in
Japan. Numerous short and medium-term counter-
active measures were introduced in 1998, A team of
experts has been working for several months to iden-
tify cost-saving measures and improvements to
operating procedures which are to be implemented
at Rover Automobiles. The proposed improvements
are to be implemented without delay.

Agreements quickly reached with British trade
unions and company staff, particularly those pertain-
Ing to Increased flexibility in working hours, will have
a positive long-term influence on the cost situation of
the Bover Automobiles segment.

BMW Rolls-Boyce made decisive progress in
aero-engines business in 1998. The commercial
potential to the BMW Group of this business segment
is underscored by the certification of the new BR715
engine, which has been selected exclusively for use
in the Boeing 717-200, and a new record for engines
on order, totalling over DM 3 billion.

Exceptional growth was achieved by BMW
Financial Services during the 1998 business year,
following major increases achieved in 1997, The
volume of these services - leasing and financing
business for BMW and Rover Automobiles - climbed
20% in comparison with the previous year, to a total
value of DM 31.5 billion.

Rolls Royce rounds off the brand portfolio of
the BMW Group

In the year under review, keen interest was generated
by acquisition of the Rolls Royce Motor Cars brand,
the British carmaker of long-standing tradition. The
brand portfolio of the BMW Group has thus found a
perfect complement in the top luxury class.

14
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In 1998, a subsidiary of the BMW Group acquired all
rights to the name Rolls Royce in respect of cars for
the sum of 40 million pounds Sterling (approx.

DM 115 million). The company Rolls Royce Motor
Cars, acquired by VW from the British Vickers Group
for DM 1.44 billion, received the license at no charge
from BMW to manufacture and sell vehicles under
the Rolls Royce name for a limited period, ending
December 31 2002. BMW will then itself make use
of these rights from 2003 onwards.

The BMW Group produces a record 1.2 million
vehicles
Car production in the BMW Group rose by nearly 1%
IN 1998 compared with the previous year, reaching a
total of 1,204,000 vehicles sold under the BMW,
Rover Cars, Land Rover, Mini and MG brands.
Production of BMW cars rose by 5% to 706,400
units in 1998. Capacities were utilised to the full, and
sales could not be further increased in spite of the
existing demand. in the same period production of
BMW motorcycles climbed to 60,200 units, an
Increase of over 9%. At a total of 497,600 units, on

240 Sales, automobile
— Automobile production prﬂducﬁﬂn and workforce of
220 Sales the BMW Group

. Index: 1993 = 100
200

180
Workforce
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the other hand, 5% fewer vehicles were produced by
Rover Automobiles.

Vehicle sales of the BMW Group in 1998 matched
the high level achieved in the previous year. Close
to 1.19 million vehicles were delivered to customers
of the BMW Group. Germany, the UK and the USA
remained the key markets. The Group operates its
own factories in these markets.




Business review

of the BMW Group

Deliveries of BMW cars rose by 4% in the year under
review, reaching a new record figure of 699,400 units.
BMW once again achieved new sales records in
many countries, including the USA, Canada, Great
Britain and Australia, as well as the Middle East and
numerous other markets represented by importers.

Very gratifying progress was also recorded in the
BMW motorcycle segment: on the seventy-fifth
anniversary of the company’'s activities in this product
sector, BMW delivered more than 60,300 motor-
cycles to customers around the world. This increase
of almost 12% represents almost double that of
approximately 6.6% recorded on the world market
for motorcycles.

In the year under review, total deliveries of Rover
Automobiles declined by over 6%, to 487,700 units.
The performance of individual brands of Rover Auto-
mobiles did, however, vary widely: while customer
interest in Rover Cars waned, demand rose particu-
larly for Land Rover and Mini modeils. Deliveries of
MG sports cars remained at the level of the previous
year.

The sales organisation of the BMW Group at the
end of 1998 comprised a total of 37 wholly owned
distribution companies; seven of these are engaged
in the sale of both BMW models and those belonging
to Rover Cars, Land Rover, Mint and MG.

In addition to the dealer organisation, 17 com-
pany showroom outlets in Germany sell BMW cars.

BMW Group sales increase to DM 63 billion
For greater ease of international comparison, the
income statement for the year under review is pre-
sented here according to cost-of-sales accounting
principles.

In cost-of-sales-accounting, sales revenue is
stated in direct relation to the costs incurred in manu-
facture of the respective products. Other expenditure
is primarily attributed to the operating functions of
marketing and general administration. Only such
expenditure as can not be categorised under these
functions is stated in the respective other, separate
items of the income statement.
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Whereas sales with external and other segments in
the BMW Automobiles segment rose by 6.2% to
DM 43 billion, they declined by 11.1% in the Rover
Automobiles segment, to DM 16.6 billion.

BMW Motorcycles sales showed a renewed
healthy increase of 15.6%, to total DM 1.3 billion.

BMW Rolls-Royce increased sales by 38.2%,
to DM 723 million.

Sales achieved by Financial Services increased
Dy 45.5%, to DM 11.3 billion, primarily due to sales of
used leasing vehicles. Sales consolidations between
the segments, amounting to DM 9.7 billion, led to
total Group sales revenue of DM 63.1 billion — an
Increase of 5% against the previous year, and once
again a sharper rise than in production and sales
volume.

At 68.4% of total sales, the European market
dccounted for by far the largest part of sales by the
BMW Group. North America accounted for 19.9% of
sales, the remaining 11.7% of sales revenue being
generated in markets of the Asia Pacific region,
Latin America and Africa.

3,200
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2,000
1,600
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| Met income

o

Manufacturing costs increased by 6.3% in com-
parison with the previous year, to DM 53 billion -
a greater rise than in sales. The ratio to sales revenue
thus rose by 1.1 percentage points to 84%. The gross
Operating result declined by 1.3%, to DM 10.1 billion.
Marketing and general administration costs rose
overall by 1.8%, to DM 8.1 billion. The positive result
from other operating income and expenses declined
by DM 147 million.

17
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Business review
of the BMW Group

In spite of the negative result in the Rover Automobiles
segment, the overall result from ordinary activities fell
only by 17.9%, to DM 2.076 billion, After deduction of
earnings-related and other taxes, totalling DM 1173
billion, net income for the Group is stated at DM 903
million, 27.5% down on the previous year’s figure.,

Renewed record result for the BMW
Automobiles segment; losses in the Rover
Automobiles segment

For the business segment of BMW Automaobiles, the
1998 result from ordinary activities improved by
24.5%, to DM 3.9 billion - and thus once again made
the most important contribution to the result of the
entire Group.

The Rover Automobiles segment showed a loss
of DM 1.9 billion, attributable to changes in the model
range, prevailing market conditions and fluctuating
currencies, as well as restructuring measures newly
introduced.

The result in the segment of BMW Motorcycles
was a further improvement, increasing by DM 23 mil
lion to DM 31 million.

A substantial improvement was also returned by
BMW Rolls-Royce GmbH, due primarily to the first full
year of sales of the BR710 engines. Preparatory
development work on the BR/715 engine variant led
to a loss of DM 458 million in the Aero Engines busi-
ness segment, cutting back these losses by 30.8%
against 1997,

Financial Services continued the positive devel-
opment of the previous year. The result for this seg-
ment improved by DM 100 million, to DM 847 million.
Taking interest expenditure in financing of leasing
business into account, the result from ordinary acti-
vities was DM 175 million,

Higher dividend amount

The Board of Management and the Supervisory
Board propose to the Annual General Meeting of
Shareholders that the unappropriated profit of BMW
AG available for distribution, totalling DM 457 million,
be used to pay a dividend of DM 20.00 per ordinary
share and DM 21.00 per preference share, each with
DM 50 nominal value and with full dividend entitie-
ment, on the subscribed share capital (DM 920.5
million in ordinary shares and DM 69.4 million in pre-
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ference shares). It is furthermore proposed that a
dividend be paid of DM 10.00 per ordinary share and
DM 10.50 per preference share, each with DM 50
nominal value and with dividend entitiement as of
July 11998 (DM 276.1 million in ordinary shares and
DM 20.8 million in preference shares from the capital
Increases of 1998).

Slightly lower prices in procurement

The material costs for products, together with the
investments of the BMW Group, totalled DM 33.4 bil-
ion in 1998. The product costs declined due to a
favourable combination of effects: increased produc-
tivity, falling raw materials prices and only moderate
pay increases.

The continued decline in raw materials prices
was primarily attributable to the recession in Asia
and the stronger presence of eastern European
Countries on the world market.

High priority continues to be given to cooperation
between procurement departments at BMW and
Rover. Following step-by-step integration, these two
departments were amalgamated in 1998 into a com-
bined procurement function for the entire Group.

The BMW Group creates new jobs

1998 saw the creation of new jobs once again within
the BMW Group. By the end of the year the number

employed rose overall by a total of nearly 2,300 to a

record figure of 119,900 employees worldwide.

Thanks to the positive development of business
at BMW Automobiles, around 4,000 employees
Joined the staff here — primarily in production and
sales - bringing the relevant total to over 76,000.

In the year under review, new jobs were also cre-
ated once again at BMW Motorcycles, where 150
employees joined a staff that now counts nearly
2,100 employees within its ranks.

BMW in Germany once more took up the training
Initiative begun in 1997: in the year under review, po-
sitions were found for more than 1,000 new appren-
tices, a larger number than ever before.

In comparison with the previous year, the number
Of staff employed at Rover Automobiles declined by
2,350, to a new total of roughly 36,800 employees.
Reductions in the number employed there were

19




Business review
of the BMW Group

Investment and cash flow
of the BMW Group
in DM billion

primarily the result of a weakened competitive
position, as well as preparatory measures towards
the introduction of more flexible working hours in
production.

Level of investments remains high

Overall investments in preparatory work on new
models, the modernisation and expansion of produc-
tion capabilities, and in the strengthening of inter-
national sales and marketing activities, remained
high at approximately DM 4.3 billion. This figure re-
presents a ratio of 6.8% against total sales in the
yvear under review,

Investment in the BMW Automobiles segment
focused on production facilities in Spartanburg, South
Carolina, where the BMW X5 is to be produced.
Investment activities at Rover were primarily directed
at preparation for production of the Rover 75 at the
Cowley works and modernisation of the works at
Longbridge.

ol

4.0

3.0

2.0

1.0
B Investment
B Cash flow

8

p—

New approaches in research and development
Competitive pressure and time constraints have
meant that the BMW Group today no longer develops
cars in seqguential steps, but through simultaneous
engineering. This relies on a continuous exchange of
information between the BMW Research and
Engineering Centre (FIZ) in Munich, its counterpart at
Rover in Gaydon and other international research
and development facilities, as well as planning
departments, production and suppliers to the BMW
Group.

New impetus to product development is being
generated by the Technology Office, which opened in
20
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June 1998 in Palo Alto, California. Working in collabo-
ration with leading US companies in the fields of
electronics, communications and new materials, this
engineering office works at the very earliest phase of
the design process towards developing innovative
systems and components for future car models of
the BMW Group.

In order to complete complex development tasks
more rapidly, with greater flexibility and improved
Cost-effectiveness when compared with manually
constructed vehicle models, the BMW Group
Increasingly relies on computer-based development
techniques. In future, a growing number of steps in
the development process will be carried out in digital
form, beginning with the virtual three-dimensional
'epresentation of the design, to component engi-
neering, through to testing of specific functions, The
new methods furthermore ensure comprehensive
assurance of product guality. BMW makes use of
these technological advances in order to respond
more readily and flexibly to the needs of individual
Customers. This growing “virtualisation” in BMW's
worldwide research and development activities calls
'or the introduction of new methods and processes;
they are all employed with the express objective of
Preserving the characteristics typical of each brand.

A record number of orders for BMW Rolls-
Royce aero-engines

Significant progress was achieved in business with
dero-engines manufactured by BMW Rolls-Royce
GmbH in 1998. Certification of the new BR715 engine
for the Boeing 717-200 was completed on schedule.
Boeing's new passenger airliner will make exclusive
use of the engine. The 717-200 successfully com-
pleted its maiden flight in September, and the test
Programme is due to be concluded in mid-1999.

At the same time, the BR710 engine is already in
everyday service aboard the Gulfstream V long-haul
Dusiness jet. Up to the close of 1998, Gulfstream
Aerospace Corporation had placed orders for a total
01400 BR710 engines. Thanks to international certifi-
cation of the Bombardier Global Express aircraft, the
second variant of the BR710 engine was also suc-
cessfully introduced on the market. BMW Rolls-Royce
has up to now received contracts to deliver over
700 BR710 engines.
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Business review
of the BMW Group

Preparations for the euro in two stages

BMW is completing its transition throughout the
Group to the new currency in two stages for reasons
of cost and to maintain maximum flexibility.

The capability of the BEMW Group to transact
business in euros with outside partners was already
successfully implemented by the end of 1998, so
that the new currency could be fully accepted in
transactions with them from the very beginning of the
new year. By the time the second stage of the euro
transition is completed, latest at the end of 2001, all
relevant data will have been converted into euro from
the currencies of participating countries.

BMW well prepared for year 2000 conversion
Computer programs or technical systems operating
with two-digit year numbers can cause errors as
soon as the year 2000 arrives. Synchronisation or
sorting of dates as they are generated, processed,
stored or read can then lead to system failures

BMW began to address this problem as early as
1996, identifying, successively testing and subse-
quently correcting all relevant systems and products
of the Group.

In a concerted campaign with the association of
the automobile industry, suppliers to the Group were
reviewed in detail and without exception to ensure
that their operations would not be disrupted by the
advent of the year 2000.

Conversion and adaptation measures will be com-
pleted by mid-1999. These measures ensure that any
residual constraints posed by the "millennium bug”
can be overcome.

Developments in the first quarter of 1999

The generally gratifying sales situation for BMW car
models has continued in the opening months of the
new year.

Further impetus was given to sales of the 3 Series
with the market introduction of the 3161 saloon.
Preparations for the production of the recently pre-
sented 3-Series coupé and 3-Series touring are pro-
ceeding according to plan.

Activities at Rover Cars are focused on preparing
for production of the Rover 75. The positive response
to this model received from the trade press, dealers
and the general public allow optimism with regard to
24




the future sales prospects of this model. Land Rover
continues to be successful in many international mar-
Kets, the brand’s progress fuelled by the introduction
of the new Discovery |l as well as the Freelander,
entering its first full year of sales following market
introduction in 1998,

Prospects

Prevaling conditions in the world economy will weaken
growth in 1999, a development from which the auto-
mobile markets will not be completely immune.
Particularly in regions with a high degree of market
saturation, iInsecurity with regard to earnings expec-
tations will lead to postponements of intended pur-
chases. Western Europe and North America will be
Sspecially affected. The markets of Latin America are
also suffering from stagnation in the region; conse-
quently sales of cars must be expected to decline
slightly and temporarily worldwide.

At the same time, additional growth in BMW's car
business will be stimulated in the current vear through
the introduction of three new models, beginning with
Ne market launch of the 3-Series coupé in April and
e 3-Series touring in the autumn. A new market
Segment will be penetrated with the X5 "Sports Activity
Vehicle” due to be launched on the North American
Market towards the end of the year, followed by intro-
duction on the other world markets from 2000
Onwards.

Further opportunities in the diesel market seg-
ment will be opened up through the full availability of
the new 4 and 6-cylinder direct-injection engines, as
well as the 8-cylinder diesel engine to be introduced
at the top of this segment. The latter, unique for its
ExCeptionally smooth and quiet performance and low
Consumption, will be available in the BMW 740d in
the course of 1999,

Improvements to the competitive position of
Rover Automobiles will be achieved through focused
restructuring measures and the introduction of new
Products. The determined pursuit of a broader inter-
National scope of sales and marketing activities and
the continued success of Land Rover through the
Freelander and new Discovery II, combined with the
Market introduction of the Rover 75, are firmly
EXpected to improve the overall position of Rover in
Car markets around the world.
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BMW Group

BMW Automobiles
and Motorcycles

BMW AG
Munich

Development

Research and Engineearing
Centre, Munich

Diesel Development Centre,
steyr, Austria

BiW M GmbH Gesellschaft flr

individuelle Automobile,
Munich

EMW Technik GmbH,
Munich
Designworks/USA, Inc.,
Mewbury Park, CA, LISA,
Munich office

EMW lechnology Office,
Palo Alto, CA, USA

BMW Engineering Japan,
Takyo

Motorsport Ltd.,
Bracknell, UK

Sales
Austria
Helgium
France

LK

Spain

[taly
Metherlands
NOorway
Switzerland
Finland
Sweden

Production
Munich plant
Dingolfing plant
Regensburg plant
Wackersdorf plant
Landshut plant
Berlin plant
Eisenach plant

Spartanburg plant, USA

Hossiyn plant, South Alrica
Steyr plant, Austria

BmMW Motoren Hams Hall GmbH,
UK

Tritec Motor Ltda., Campo Largo,
Brazii

CKD assembly plants
Toluca plant, Mexico

Amata City plant, Thailand
Hanot plant, Vietham

Cairo plant, Egypt

Jakarta plant, Indonesia
Kuala Lumpur plant, Malaysia
Manila plant, Philippines

Sales
Singapore
Australia
Argentinien
BErazil
Canada
Japan
South Korea
Mexico

Mew Zealand
LUSA

South Africa
Thailand
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Rover Automobiles

Rover Group Ltd.
Warwick

Development
Design and Engineering Centre,
Gaydon

Production

Longbridge plant (Birmingham)
Solibull plant (Birmingham)
Oxford plant

Swindon plant

Assembly plants

Mutare plant, Zimbabwe
MNairoln plant, Kenya

Istanbul plant, Turkey

Kuala Lumpur plant, Malaysia
Pretornia plant, South Africa
Sao Paulo plant, Brazil
Casablanca plant, Morocco

Sales
Austria
Belgium
Germany
Spain
France
Ireland

Italy
MNetherlands
Partugal
Switzerland
Australia
Brazil

Japan
South Africa
LISA




BMwW Rolls-Royce
Aero Engines

BmMmw Rolls-Royce GmbH
Oberursel

Development and production
Development Centre
Dahlewitz

Diahlewitz plant
Uberurse plant

International procurement
Austrig

France

Italy

Spain
Japan
Australig
Mexicg
Brazil

UEE"&

S0uth Africa

Australia
Belgium
Germany
France

UK

Italy

Japan
Canada
New Zealand
Metherlands
Austria
=witzerland
Spain

South Africa
LJSA

Other subsidiaries
Bavaria
Wirtschaftsagentur GmbH,
hMunich

BETEK Bau- und
Energietechnik GmbH,
Munich

Kontron Elekironik GmbH,
Eching

softlab GmbH

fur Systementwicklung und
EDV-Anwendung,

mMunich

"y
Fa

Belgium
Metherlands
Austria
Curacao

K

LISA

Most of the companies shown
here are wholly-owned BMW

companies




Highlights of the
business year

January

An important milestone for BMW Rolls-Royce:
Boeing decides to equip its new 100-seat 717-200
passenger airliner exclusively with BR715 engines.

In the next 20 years, Boeing estimates that worldwide
demand for aircraft of this category will total around
2,600 units.

February
Two world premieres in Geneva: BMW presents the
new 3-sSeries saloon and the M5 for the first time.

March

BEMW opens the “Institute for Mobility Research” in
Berlin. The key purpose of the Institute is to initiate
and promote research work, as well as to further dia-
logue amongst industrial companies, professional
associations, and government,

April
The foundations are laid for two new engine plants.
4-cylinder petrol engines for cars of the BMW Group
are to be built in future at Hams Hall in England; and
in ajoint venture with DaimlerChrysler, a new factory
for smaller 4-cylinder petral engines is to be con-
structed in Campo Largo in Brazil. These engines are
designated for the Mini as well as for models of the
Chrysler brand.

The 3-Series enters its fifth generation with
market introduction of the new saloon.

BMW introduces online ordering in Germany.

May

Opening of the exhibition "The Art of the Motorcycle”
at the Guggenheim Museum in New York. BMW acts
as a partner to the exhibition.

June
The market-research company J.D.Power and
Associates awards the BMW Dingolfing plant the
“Platinum Plant Award” for the best production quality
worldwide, The Munich and Regensburg plants each
receive the “Silver Plant Award".

The BMW Z3 coupe is presented to the inter-
national media.
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July

BMW acquires from Rolls Royce plc. the rights a_ﬂd
name of Rolls Royce Motor Cars. An agreement is
concluded with VW on further utilisation of these
rights, |

The new innovation park in Wackersdorf is m—
dugurated, where BMW collaborates closely with
More than a dozen suppliers. |

On July 1, BMW takes up occupation QT its new
'Epresentative office in central Berlin; it will serve as

a key link between the BMW Group and political
decision-makers.

August

The 530d and 730d, with the new 3-litre, six-cylinder

diesei engine, are presented to the international
Press in Bremen.

September |
Market introduction of the new R 1100 S sporting
tourer motorcycle; the new BMW K 1200 LI Iyxury
lourer is presented at the INTERMOT in Munich.

October ”

At the beginning of October, Alphabet, the subsidiary
Of the F-lrit-if;h fleet-management company, com-
Mences business operations in Germany.

World premiere at the Birmingham motor Shgw:
the new Rover 75 is shown to the public for the f|r§t
time. BMW announces that a new assembly plant is
1o be built in Thailand, where BMW models, Land
Rovers and Rover Cars are to be produced.

November

The BMwW/ 320i saloon is awarded the "GDlde:ﬂ
Sieering Wheel” for 1998, as the best new mid-range
Car model on the market.

The BMW Technology Office USA in Palo Alto,
California, is officially opened.

December

The BMW Group and trade union representatives
N the UK reach agreement on flexible structures of
WOrking time at Rover plants and facilities.
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The world
economic climate

The economic climate in 1998 was marked by
turbulent economic developments in Asia and
Russia, resulting in generally sluggish eco-
nomic growth. This did not, however, escalate
into a worldwide economic crisis. Europe and
North America, in particular, were able to
evade the crisis affecting these regions, and
contributed towards maintaining stability in
world economic activity. This is in sharp con-
trast to the world’s second largest economy in
Japan, which continued to suffer from a deep
recession. Major centres of economic growth
in South-East Asia have also been drawn into
the crisis in the last few years.

The world economy shaken by financial crisis
The general trend in the world economy in 1998 con-
tinued to point towards further growth, despite hard-
ships experienced through the economic and mone-
tary turmoil prevailing in Asia, Russia and Latin
America. Recession, particularly in Japan, resulted in
a tangibly slower rate of growth in total GNP world-
wide, which increased by 2% compared with 3.5% in
the previous year.

Gratifying growth was registered in Western
Europe and North America. By contrast, marked
decline prevailed throughout the year in Japan and
the emerging economies in Asia. Growth in Latin
America gradually drifted towards stagnation, albeit
without immediate indications of these economies
being drawn into a protracted crisis.

Whilst its financial crisis pulled Russia into deep
recession, the reform economies of central and
eastern Europe were able to avoid being decisively
affected. Any decline in growth in these countries
was negligible, as they furthered their decisive pur-
suit of a market-driven process of economic trans-
formation.

World trade continued to profit from the dynamism
prevailing in North America and Europe, so that the
value of goods and services traded increased once
again by 4.1% in 1998.

North America - dynamic growth continues
The strong expansion of overall economic activity in
the USA prevailed in the course of 1998. Private con-
sumer expenditure, stimulated by a significant rise in
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"eal earnings, formed the basis for the growth
achieved. Corporate investment also increased
Markedly despite factors contributing to uncertainty
in the world economy.

The rate of inflation declined once more in 1998.
This was attributable primarily to lower prices for
Imports and raw materials, as well as rationalisation
Measures, cost cutting and technical advances.

Thanks to the US Federal Reserve's cautious
Policy towards lower interest rates, fluctuations on
financial markets had no lasting affect on the pro-
ductive economy in the USA. The strength of the US
Currency on the other hand is gradually being under-
Mined by the balance of trade deficit, and this devel-
Opment continues to dominate the debate on US
SConomic policies,

Despite the growth achieved there, dynamism in
the Canadian economy dropped off slightly. This is
largely attributable to months of strike action in the
automobile industry, which resulted in somewhat
diminished growth both in the private sector and in

Industrial investments. Inflation returned to moderate
levels,

Latin America - recession avoided by a narrow
Margin

Although Latin America did not suffer directly

from the crisis in Asia, the financial turmoil in Russia
did have a noticeable impact: losses incurred by
“dpital lenders through Russia's default on payments
'ed to a related withdrawal of capital investments in
Latin America. Commitments in emerging markets
Were also subject to increasingly critical appraisal,
Creating an overall cutback in investment activity.

At the same time, restrictive budgetary measures
intrr::n:jur:ed by the region’s governments did help to
Maintain temporary stability. The general economic
Mood also honoured the progress made by Latin
American countries in recent years towards over-
COming their structural problems.

It was thus possible to fend off an acute reces-
slonin 1998, although a great deal of the momentum
driving economic growth in recent years was lost.
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The world
economic climate

Japan - caught in a crisis

The economic slide in Japan continued, with GNP
falling by 2.9% compared with the previous year. The
economy is experiencing its worst-ever post-war
recession, fuelled by weak domestic demand. This in
turn is attributable to a fall in real income and a lack
of public confidence in economic development.

Corporate investment also declined significantly
in the wake of warsening sales and earnings
prospects. A further burden is being exerted on the
economy through deeply-rooted structural problems
(banking crisis, the need for deregulation), as well as
through an economic system that appears to have
lost its grasp of new imperatives dictated by the
emergence of free global markets. Declining exports
to neighbouring countries in Asia could thus not be
compensated by growih in other regions.

A downward trend in the Japanese economy can
only be halted if the spiral of declining production,
lower real income and diminishing consumer spend-
ing 1s broken. Nevertheless, numerous programmes
launched 1o stimulate the economy have thus far
achieved little, as they have proved inadequate
In regenerating either consumer or business confi-
dence in the country’'s economic prospects.

South-East Asia - an end to further decline?
Turbulence on currency markets in the emerging
economies of Asia grew more acute in specific
regions. This resulted in a negative flow of capital and
a fall-off in exports that led many countries into
recession, accompanied by massive cutbacks in
production. The declining value of the Japanese yen
placed additional burdens on the region’s economies
iINn maintaining price-competitiveness.

Towards the end of the year there were initial indi-
cations that a further fall in production had been pre-
vented. This was accompanied by an easing of inter-
est rates, less restrictive financial policies and at
least partial recovery of liquidity, Exports, too, grew
once more. There are thus indications that consolida-
tion of gross national product has taken hold at a low
level. A swift recovery is not to be expected.




Europe - the safe haven

Western Europe continued to experience buoyant
economic growth, disregarding the growing spread
of consequences from regions hit by crisis. Compared
With the previous year, however, there was a per-
Ceptible shift in the driving forces responsible for that
growth. Whilst exports slackened in the wake of a
tangible decline in demand from Asia, lower interest
rates encouraged general economic performance.
This stimulated private consumption as well as
Investment in plant, equipment and building con-
Struction,

Inflation remained moderate, held primarily in
Check by sinking import prices. These followed a
decline in world market prices for raw materials and
& simultaneous strengthening of major European
currencies, Positive economic developments never-
theless exerted only marginal influence on employ-
ment figures, with unemployment persisting at a level
ot 119%.

General indications of a gradual weakening in
dynamic growth appeared towards the end of the year.
Uespite the confidence generated by the positive
&lfects of European monetary union, the prevailing
business climate was negative, influenced by the
Changing fortunes of the stock market and uncer-

tainty regarding the overall economic picture world-
wide,

The UK - growth weakens during the year
~ollowing the recession which afflicted the manufac-
turing sector, services, too, had to contend with
Stagnation in the course of the year. The downward
trend was attributable for the most part to the over-
valued British currency and weakness in the world
cConomy. These had a much more severe effect on
Britain than on its partners in the EU. Export orders
Sank to their lowest level since the recession of
1991,

A total growth in GNP of 2.5% was achieved
Mainly through private consumption and government
=Pending. The unemployment rate, at 4.7%, was very
low in Comparison to the rest of Europe.

Inflation, at 2.7%, was slightly lower. This permit-
ted the Bank of England to lower interest rates towards
the end of the year in order to encourage investment,
Which Degan to fall off at around the same time.,
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The world Germany - recovery continues

economic climate Economic recovery continued in 1998, despite exter-
nal burdens. The German economy expanded at a
rate of 2.8%, compared with 2.2% one year previously.

The rate of expansion did lose momentum as the
yvear progressed, but a broader spectrum of the
economy benefited from the recovery. Growth found
increasing support from domestic demand, encour-
aged by low interest rates and only moderate inflation.
Private consumption rose more steeply than in the
previous year as a result of slight improvements in
the employment situation and a rise in real incomes.
Favourable financing terms and improved sales
prospects created strong growth in investments in
plant, machinery and equipment. Investments in
building construction nevertheless continued to
cdecline.

Exports were not able to maintain their earlier rate
of expansion, shrinking by a third to the emerging
economies in South-East Asia. Deliveries to emerg-
ing markets elsewhere also suffered losses. The
reasons for this decline are to be found in the limited
import capacity of client markets affected by lower
raw material prices, as well as in the strong position
held by the German mark in relation to numerous
other currencies. German exports to markets in
western and central Europe, however, continued to
make dynamic progress.

Future prospects

General fiscal conditions will remain favourable in
1999 and contribute to general stimulation of eco-
nomic growth. Positive momentum will be fuelled to
an increasing degree by domestic demand as private
consumption continues to grow, encouraged by
increasing employment and improved earnings
prospects.

Uncertainty in the world economy can be
expected to dampen dynamic growth of investments
in plant and machinery, but this should be accompa-
nied by a gradual recovery from recession in the
building industry. Export expansion is suffering from
a weaker economic performance in the USA, the UK
and in the Far East, and only partial compensation
can be achieved through demand from neighbouring
countries in Europe.
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The course of further economic development is how-
ever ultimately defined by how legislators address
Problems faced in fiscal policies. It is essential that
Overall conditions here act as a reliable foundation
which encourages an optimistic view of future
Prospects. This could manifest itself in a positive cli-
Mate for innovation and investment, stabilising the
Upward trend. Provided such conditions prevail, GNP
In Germany can be expected to grow at a rate of
Nearly 2% in 1999,

Western Europe, too, will not be able entirely to
€5Cape the effects of declining economic perfor-
Mance around the world. Like Germany, other euro
Countries will be able to partially offset cutbacks in
their exports through stable domestic demand. The
dynamic performance of the US economy will slightly
l0se momentum if growth in private consumption
declines and investment demand levels out. Monetary
Policy will have to steer a steady course between
Stimulating continued healthy growth with only mod-
€rate price increases, and at the same time stabilis-
NG the financial markets.

Japan will continue to suffer from recession,
dCCompanied by an ongoing credit squeeze, deflation
and stagnating exports - the downward trend could,
however, bottom out by mid-year. The crisis afflicting
Lountries in South-East Asia has not been over-
COMe, but there are indications that the heavy cut-
back in production at the root of the recession will
gradually come to an end.
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Car markets

Automobile registrations
in millions

=5 v

Demand for cars could not escape the cur-
tailed dynamism of economic developments
worldwide. Whereas sales volume and produc-
tion rose in western Europe, demand fell off
significantly in the crisis-afflicted regions of
Japan, South-East Asia and Latin America.
Producers in these regions were unable to
meet their volume targets which, supported by
the changes in currency exchange parities,
further intensified competitive pressures.

Car production and demand markedly
influenced by slackening of economic activity
worldwide

The world market for private cars (excluding so-called
ight trucks) was characterised by declining demand
in 1998. Deliveries to customers in North America
and Japan decreased by 1% and 9% respectively.
The generally positive development in western
Europe reflected the region’s revitalised growth, a
delayed surge in replacement requirements and the
appealing range of models offered. Government sup-
port measures, such as the premium scheme for
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Western Europe
12
—--__._
- Morth America
'ﬂl
E— H :
East Asia

scrapping old cars, were not uniformly effective in all
countries in 1998, although they exerted a positive
influence overall. Compared with the previous year,
around 2% fewer cars were sold worldwide,
Production of private cars also declined by 2%.
Whilst production in western Europe rose by 7%, to a
total of 14.3 million units, it declined by the same pro-
portion in North America to 7.0 million units. Japan's
hard-hit economy is also reflected in the 5% decline
in its car production, to a new total of 8 million units,
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Sustained expansion of car production in Latin
America over the last several years was cut off by an
abrupt fall of 12% in 1998, to 2.6 million units. Car
Mmanufacturers in Brazil played a major role in this
development, pulling back their total output by 27%,
1o 1.2 million units, whereas production in Mexico
Once again managed to surge ahead by 12% to
almost 1 million.

The car industry in South-East Asia, at the centre
Of the currency-exchange crisis, suffered a severe fall
In production of 24%, to 2.5 million units. Annual pro-
duction in South Korea plunged by 30% to 1.6 million
units, whilst the number of cars produced in Malaysia
and Thailand plummeted still further by 50%. The
Impetus for growth in car production in the region
was seen to shift towards China and India.

20
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North America - upper market segment bucks
the trend

The car market in the USA expanded by 3% in 1998
Within a generally positive economic climate. This
Was accompanied by an ongoing market shift
towards light trucks — mini-vans, off-road vehicles,
Pick-ups — which increased by 8% to 7.5 million
Units. Sales of private cars were lower for the fourth
time in succession, dipping by a further 2%, to 8.1
Million units.
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Car markets American brands were the worst hit by this weak
demand, registering a drop of 6%; their market share
fell by 2 percentage points to approximately 57 %.

Imported cars in the USA grew in total by 2%, to
nearly 1.4 million units, improving their market share
to afirm 17%. German carmakers increased their
market share to 7% following a best-ever increase of
31%.In 1998, German car manufacturers after 25
years again achieved sales of over 500,000 units on
the US market.

Luxury and performance class models were able
to brush off the weak trend experienced by the mar-
ket overall. Car registrations in this segment rose by
6% to 1.3 million units. European manufacturers were
the prime beneficiaries of this exceptional growth,
recording an increase of 15%, whilst American and
Japanese producers made only relatively marginal
gains of 3% and 1% respectively.

The shift from private cars to light trucks was
more pronounced in Canada than in the USA —in the
former market this category represents more than
half of new car registrations. Demand for private cars
stagnated at around 740,000 units. In marked con-

Automobile registrations 16 5 = - lotal
in the USA =
i milhons
12
. - - . : - Cars
5 e Light trucks
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trast to this stagnation, deliveries to customers of
imported vehicles climbed by 12%, increasing their
share to 46%. German manufacturers delivered 36%
more cars to their customers, and were thus able to
raise their market share to 8%.




Japan - continued weakness

Demand for cars in 1998 was held back by a weak
eConomic performance overall and through low con:
sUmer confidence. The figure of 4.1 million new car
"egistrations represents a drop of 9% against the
Previous year.

Deliveries of imported vehicles to customers
shrank by 22%:; their share of the market slid to
sOmewhat over 6%. Whilst imports from Japanese
Manufacturing plants in the USA and Europe were
halved, the losses of 18% incurred by European
Manufacturers were, by comparison, moderate.
German car brands registered a decline of 16%, only
Mmarginally short of the 4% market share they held in
the previous year.

Export opportunities were indeed overshadowed
by the weak performance of car markets in South-
East Asia, but Japan nevertheless did achieve a 3%
INCrease in vehicles shipped to these countries,
totalling 3.7 million units. This improved figure could
Not however compensate for sales losses in the
domestic market, resulting in a 5% drop in car pro-
duction, to 8 million units.

Western Europe - positive trend maintained
New car registrations in western Europe climbed by
% in 1998, to a total of 14.3 million units. Following

4 Sudden drop in the previous year, registrations

N France rose by 13%, to a firm 1.9 million units. A
"€newed jump of 17% created a new top-mark figure
Of 1.2 million units in Spain = whilst new car registra-
tions in ltaly were down 2%, to 2.4 million, as govern-
Ment-supparted premiums for scrapped cars were
discontinyed.

Confidence in economic performance, demand
or replacement vehicles and the market introduction
Of new models, all combined to exert a positive influ-
SNCe on car markets in Germany and the Benelux
COuntries. Growth here was reported at 6% and 14%
"€Spectively. A reduction in taxes levied on new cars
N Sweden led to a renewed increase of sales of 13%.
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Car markets

New registrations of Japanese cars in Europe
climbed by 9% to 1.7 million units; their market share
nevertheless remained unchanged at 12%. By con-
trast, sales by South Korean manufacturers expanded
significantly at a rate of 33%. Their presence on the
market remains relatively minor, however, manifested
by the total of 383,000 units sold and a market share
of 2.7%.

I'ne buropean car market was at the same time
characterised by a trend towards diesel models: their
share of new vehicle registrations rose to a record
level of 25%, equivalent to more than 3.5 million units.

Despite a cutback in exports to the crisis-hit
regions of South-East Asia and Latin America, Euro-
pean production of private cars improved by 7%, to a
total of 14.4 million units.

Great Britain - sustained dynamic growth in
the car market

For the seventh year in succession, a positive trend
prevailed in the UK car market, failing by only a
narrow margin to achieve a new record in new car
registrations after arise of 3.5% to 2.25 million units.
This continuing growth is supported equally by
private demand and the market for company cars,
which is here of comparable importance in terms of
size. The competitiveness of foreign car manufactur-
ers was significantly enhanced as a result of the
strong sterling exchange rate. Total car production in
1998 rose by 2.5%, to 1.74 million units.
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Germany - production exceeds the 5 million
mark for the first time

Many factors contributed to the positive development
of demand for cars in Germany, stimulated under
Stable economic conditions by both a demand for
"eplacement purchases and a generally attractive
Product policy. The market was driven at the same
time by a need to reduce - through favourable pricing
Policies - the high number of cars still on order. The
nNumber of new car registrations rose accordingly

By 6%, reaching 3.74 million units. Diesel models
Successfully reclaimed an almost 18% share of the
market.

Every third car delivered to customers came from
aforeign manufacturer. They were able to increase
their sales by 8% overall, to 1.3 million units.

Arecord number of cars was produced in
Germany in 1998, their total exceeding five million for
the first time, Up by 14% compared with the previous
Y€ar, car production figures reached nearly 5.35 mil-
lion vehicles. Exports, 100, topped the 3 million mark
~dnew first. A gratifying increase of 16% compared
WIth 1997 led to exports of 3.3 million cars, amount-
INg to an export quota for the industry of 61%.

More than a third of the cars exported from
Germany were destined for other markets within the
EU. Exports to Asia and Latin America fell on the
Other hand by 17%.

The volume of cars manufactured by German car-
Makers in plants located abroad rose by 3% in 1998.
Atotal of 2.8 million cars sold under German brands

Were produced outside the country, the majority in
Spain.

4.3
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BMW Automobiles and Motorcycles. Deliveries
of cars of the BMW brand reached an all-time
high in the year under review. The new 3-
Series saloon led the way, having received an
outstanding response from the market. The 5
and 7 Series continued to arouse immense
Customer interest, and the new generation of
BMW diesel engines met with keen demand.
1998 not only marked the 75th anniver-
sary of BMW motorcycles, but also the most
Successful year ever for the company's
Motorcycle segment. BMW motorcycles
achieved a much greater increase in sales
than the international market as a whole,
thereby expanding the company’s market
Share. The most successful motorcycle was
the R1200 C Cruiser for the first time,
Closely followed by the R 1100 RT Tourer.




BMW Automobiles
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Almost 700,000 BMWs delivered to customers
worldwide

1998 was the most successful year in the company’s
history for the number of cars sold, with a total of
699,400 BMWSs delivered to customers. This increase
of approximately 4% against the previous year's fig-
Jre was primarily due to the rapid response to market
demand for the new 3-Series saloon.

Due to this model change, BMW's small-car series
increased its sales by 9%, to a new annual record of
429,900 units. Of these, 146,250 were the new 3-
Series saloon, which became available in April 1998.
The main reasons for the model's success are its
elegant design, the attractive series-standard equip-
ment and features, and the entirely redesigned four
and six-cylinder petrol engines, as well as the first
BMW direct-injection diesel engine in the 320d.

Despite the launch of the new 3-Series saloon,
deliveries of the 3-5eries compact, still in production
—around 60,000 units - only just dipped below the
previous year's level.

Demand for the 3-Series convertible (27,900
units) and touring models (28,100) slightly declined,
as expected in connection with the impending model
changes.

Alongside the new saloon, continuing brisk
demand for the £3 roadster was crucial to the sales
success of the current 3 Series. Following the drama-
tic rise in sales of the Z3 in the previous years, figures
stabilised in 1998 at 53,000 units worldwide.

Deliveries of cars in the BMW 5 Series declined
slightly, by 3%, to 221,600, following record sales in
the previous year; the sales volume for 1998 was the
second-highest ever achieved for the current mid-
range car. The touring models of the 5 Series met
with exceptional customer interest: their share in
sales of this model series as a whole rose from 14%
to 17%.The 7 Series modified in autumn 1998
retained its leadership in Europe in the top luxury
segment - thanks in considerable measure to
numerous innovative features such as the active
seat, voice input for the telephone, notebook and
navigation system, ITS head-airbag, and the new
diesel-engine options. With 47,200 vehicles delivered
to customers in 1998 (-5%), the 7 Series maintained
its overall strong position on the world market.
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The new 4 and 6-cylinder diesel engines achieved
top positions from the very outset in all comparative
tests, In 1998, the share of diesel-engine models in
BMW production overall climbed to 13%, its highest
level ever. Renewed growth in BMW car sales is
E%’*DEE’[EU IN 1999 from the new 320d, 530d and 730d
diesel models - fully available for the first time —as
W_Eli ds from the introduction of the new 8-cylinder
diesel engine for the 740d.

Continued growth for BMW in Europe
BMW car registrations in western Europe rose by
Nearly 5% in the year under review, to 451,000 units.
The BMW 3 Series accounted for the largest
Proportion of new registrations in this region, a total
OF 276,700 cars, this representing an increase of
1%, or 27,000 units.
Demand for models of the BMW 5 Series eased
Oy 5% in the same period, with 152,700 cars sold in
1998. The saloons of the 7 Series, with sales of
21,000 units (-49%), nonetheless retained leadership

Ntheir class in western Europe in terms of volume
demand.

B0
il 1§ T':l‘tﬂl
500
e 3 Series
a00
p—

200

=
200 _____‘h-ﬁ‘ﬁﬂ#‘#ﬂ,-#,aﬁ——-__ @

100

-

-

aries

U

f Series/8 Series

N Germany, BMW car registrations (232,500 units)
NCreased by 2% against 1997, achieving a market
S_hare 0f6.2%. In the UK, the second most important
European market for BMW cars, deliveries exceeded
“I"'E Previous year's level for the fifth year in succes-
S10N. More than 64,000 BMW cars were sold here,
€ven though the right-hand drive 3-Series saloon was
Notintroduced until September. In Spain, the Nether-
lands ang France, as well as in the Scandinavian
Markets of Finland and Sweden, BMW achieved
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BMW Automobiles

Deliveries of BMW Cars
to customers

according to regions

in thousands

double-digit growth rates in cars newly registered in
1998. In the western European car markets in which
BMW is represented by independent importers, sales
rose by 20% to more than 14,000 units.

In eastern Europe, Turkey and Israel, sales of
BMW cars increased by 11% to a total of 10,100 units.

Continuing upward trend in the USA

In the slightly easing US car market in 1998, BMW
sold an all-time-high figure of 131,600 units, an
increase of afull 79%.The 5 and 3 Series led the way,
with the 7 Series also exceeding the previous year’s
record. The USA thus remained the most important
market for the BMW top-of-the-range series.

A gratifying increase in sales was achieved in
Canada, where a 45% unit-volume rise for 5-Series
cars contributed to total of 7,700 car sales, an overall
increase of 8% against 1997.
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Improved sales figures were also returned in the
markets of Latin America where BMW is represented
by importers (+7%), and by BMW Mexico (+44 %),

In Brazil, on the other hand, severely afflicted by
economic crisis, BMW sales suffered too, falling by
around 30% in 1998,




Car markets in countries with BMW sales companies
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295,900
10,300
452,100
15,300
125,700
1,280
1,943,600
28,500
3,736,000
232,500
2,247,400
64,200
2,369,700
36,300
543,100
12,000
118,000

& FB0
1,191,300
18,500
263,400
4,800
296,900
11,800
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426,000
1,940
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BMW Automobiles

BMW increases its market share in Japan,
despite recession

The automobile sector suffered considerably from
the economic and monetary crisis in many countries
of Asia; BMW was also affected by this trend. In Japan,
following the record year of 1997, with 36,500 new
BMW registrations, the figure fell to 33,500 in 1998,

In spite of this 8% decline in sales, BMW Automobiles
fared better than the market as a whole and that for
luxury vehicles; this increased BMW'’s market share
in Japan. In the most seriously crisis-hit markets of
the region - Thailand and South Korea - the deep
recession also affected BMW, Massive import
restrictions in China led to a sharp fall in vehicle sales.

BMW affected by market slump in South Africa
The overall market for cars in South Africa declined
by 15% in 1998. BMW'’s sales of 13,400 cars, how-
ever, were at a comparable level with the previous
vear. Following sharp rises in the previous year,
BMW's sales figures across the remainder of Africa
and in the markets of the Caribbean declined in the
year under review.

Growth for EMW in Australia

and the Middle East

Deliveries of all series increased in Australia, rising
on average 3%, to a total of 9,300 cars.

In the markets of the Middle East, BMW's positive
business development continued as in 1997,
although overall economic growth tailed off as a
result of the steep drop in oil prices. Alongside the
luxury stretch version (L7) of the 7-Series saloon,
specially built for the markets of Asia and the Middle
East, the BMW & Series played the leading role in
growing sales. Over 6,500 cars (+18%) were delivered
to customers in this region in the year under review.







Top row:

SO S -

F'hl‘rrr;n,._,'m_

or

i
%

£
¥

328i convertible, 323 touring, 328Ci, 320d saloon,

323t compact, M coupe, 23 roadster 2.8

Micdle row, cars:
M5, 528iA touring, 530d saloon, X3,
KA200LT R1100 5, R1200C, FG650 5T

Bottom row;
250Ci, 750iL, 730d




MUSEUM B

MUSELIM B




Py |u T 1 e o — e e e T et b | ey
e i i . el & b T e O i e i L
: ik Sy ey o

S Tl il A R e e s s R




Quality and iInnovation in service

Traiﬂiﬂg Ot staff in the worldwide BMW dealer organi-
sation focused on two themes in 1998: the technol-
09y embodied in the new 3 Series, and the newly
introduced generation of BMW diesel engines. In
addition to its national customer-service training
Centres in the most important sales markets, BMW
also operates international training centres where
technicians and mechanics acquire further qualifica-
lons. Two new centres were established, in Cairo for
the north African and neighbouring Arabian coun-
lries, and Peking. The international network ensures
adequate service know-how for staff around the
globe - thereby upholding BMW's standards of uni-
’ersal and comprehensive customer service.

The BMW MoDic (Mobile Diagnosis Computer)
Ntroduced worldwide in 1998 gives maintenance
techniciang immediate and precise support when
Cars are brought in for repairs.

The longer maintenance intervals achieved with
the new 3 Series now also apply to cars in the 5 and
7 Series as of production since September 1998.
'Nis means less frequent maintenance calls for BMW
OWners, and lower costs.

Comprehensive customer service includes indi-
Vidual advice to customers on the technological
NNovations incorporated in vehicles. One example is
Car ang Key Memory, which allows individual para-
Meters to be stored, such as the position of the

ﬂ.ri”i”Q Se€at and settings for heating and air-condi-
tioning,

of
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BMW M

1998: also an outstanding year for BMW M
BMW M plans, develops and markets the high-per-
formance BMW cars bearing the legendary “M" brand
insignia. The company also offers exclusive customi-
sation programmes for BMW series-production mod-
els, and has been operating the BMW Driver Training
scheme for over 20 years.

Total sales volume of near-series BMW sports
cars topped the 20,000 mark, with the M roadster and
the new M5 and M coupé featuring prominently.
Production of the M3 coupé, on the other hand, was
terminated in the course of the model change within
the 3 Series. The M3 convertible still remains available.

The products sold by BMW Individual, a further
business field of BMW M, range from single compo-
nents through limited-series models to completely
personalised cars. In 1998, BMW Individual delivered
more than 40,000 customised vehicles to customers.
An addition to the programme was the luxury stretcn
version of the 7 Series (L7), which attracted keen
interest particularly in Asia and the Middle East.
Response was especially gratifying to the
"“Collections” programme: special designer models
offering exclusive combinations of colours, materials
and accessories, supplied by BMW Individual.

1998 was the first full year in which regular
courses were held at the BMW Driver Training centre
at Munich airport, opened the year before. Extended
collaboration with leading daily newspapers has
been a success. Reasonably priced courses in safe
driving technigues, aimed at recently qualified new
drivers, are now available nationwide. Qutside
Germany too, new markets are being opened up for
training courses. BMW Driver Training achieved new
record figures in 1998, with over 12,000 participants
iIn 900 programmes. This also reflects the growing
demand for specialist and advanced courses and for
active holidays combined with Driver Training.
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BMW Motorcycles

EMW 1988
Motorcycles

Sales

in DM million 1. 207
Production

in thousands 60.2
EIT‘Il}lﬂﬁ.-'EES

at end of year!) 2,062
Investment

in D million 6o

1997

1,705

54.9

1,205

67

11 Excl. sales outlets in Germany

Increasing worldwide demand for motorcycles
The positive trend on the world market, prevailing
since 1995, continued in the year under review. The
7% increase overall, with around 990,000 motor-
cycles sold worldwide, set a new record level for the
1990s.

The three leading markets —the USA, Germany
and Japan - varied widely in their results: whereas
sales increased by over 12% in the United States, and
Japan recorded figures only marginally lower than
in 1997, sales in Germany slightly declined. In the rest
of Europe, the markets of Belgium, the UK, France,
Italy, Sweden and Finland registered double-digit
growth.

The market share held by motorcycles of up to
250 cc In capacity decreased worldwide from 15.7%
to 13.5%. This was primarily attributable to the 20%
drop in demand in Japan, traditionally the largest
market for this class of machine. The category of
motorcycles between 251 and 500 cc in capacity
saw a 3.5% decline in sales (44,200 units sold world-
wide, market share 4.4%). This was due to lower
demand in Germany.

Motorcycles in the 501-cc to 750-cc class
increased their sales worldwide by 4%, to total
288,500 units (29% market share), although in
Germany, the leading market for this segment,
demand declined.

A boom for “big bikes”

A dramatic 14% rise in worldwide sales of "big bikes”
— motorcycles of 750 cc in capacity and more —was
registered in 1998. Half of all the motorcycles sold
last year were in this category. All markets showed
increased sales of big bikes in 1998, albeit with
widely varying growth rates.

In the segment of 500 cc and above, popularity
of two previously hignly successful motorcycle types,
the Tourer and the Enduro, declined somewhat.

Other segments benefited: the super-sports
bikes increasing in volume sales by 3.6% or 44,000
units to a total of 181,000. Their worldwide market
share thus reached around 22%. The Cruiser seg-
ment also grew last year, by 10%, or 26,000 units.
The total worldwide market share of this type of
motorcycle - now 33% - underlines the importance
it has now attained.

10




Slight decline in Germany

In Germany, the second-largest market for motor-
CyCles after the United States, the number of new
'egistrations decreased by 5% in 1998, to 176,000.
Except for the category of big bikes (+2.6%), all others
"€gistered a decline. The category up to 250 cc was
'Most severely affected: here sales volume fell by 32%
0 a mere 3,000 units.

Development within the “concept segments” of
“je German market reflected the prevailing tenden-
Cles on the world market overall: sports and luxury
touring bikes, super-sports bikes, cruisers and naked

bikes all returned growth: Tourers and Enduros both
declined in sales.

Another record year for BMW

Demand for BMwW motorcycles in 1998 reached a
ewrecord level yet again. For the sixth year in suc-
Cession, the number of BMW motorcycles delivered
{0 customers iINncreased: in the course of the year,
mee than 60,300 BMW motorcycles were newly
"€Qistered - 6,300 more than in 1997, a rise of 12%.
BMW thus out-performed the worldwide market as a

80
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Whole, which registered growth of 7%. BMW's market
Eh’dr’e_armund the world rose from 5.8% to 6.1%.

1'u'""-1"'1'{h 22,132 units sold in Germany, the com-
FP:WS domestic market remained by far the most
5 izr‘[ant. Here, BMW exceeded its 1997 result by
Dncztherjmpc:rtarjt markets for BMW in 1998 were
Al EE;QSIH _the United States with 7,900 motorcycles

» taly with 6,800 and France with 4,300 units.

ADDr’Dximately 65% of BMW's motorcycle production
Was destined for export.
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BMW Motorcycles

The most successful BMW model for the first time
was the R 1200 C Cruiser, selling 9,065 units, closely
followed by the R 1100 RT Tourer with 9,000 units
sold. In Germany, the BMW Cruiser is the best-selling
model in the large-volume Cruiser segment. The

R 1100 GS Enduro increased its sales — against the
trend —to 8,100 units. The single-cylinder F 650
models, of which altogether over 10,000 were deliv-
ered to customers, also played a maijor part in the
sales success of the year under review.

Two model launches
The new luxury K 1200 LT Tourer first presented at
the INTERMOT fair in September 1998 provides
optimum comfort and numerous luxury features
combined with dynamic handling in a completely
new guality of design in the top touring segment.
Its market launch took place in spring 1999.

The R 1100 S, available since September 1998,
continues the tradition of sporting BMW Tourers.
It is expected to benefit from the currently prevailing
trend and win new market shares for BMW,







BMW automobile and motorcycle range

as of March 30 1999

3 Series

316i

1895ce, 77 kW (105bhp)
318i

1895cc, 87kW (118bhp)
320i

1991¢e, 110kW {150bhp)
320d

1951ce, 100kW (136bhp)
323i

2494cc, 125kW (170bhp)
328i

2793cc, 142kW (193bhp)

320 Ci coupe
1991 cc, 110kW (1 50bhp)
323 Ci coupé
24494ce, 125kW (1 70bhp)
328 Ci coupé
2793cc, 142KW (1 93bhp)

318tds touring

1665cc, 66kW (90bhp)
323i touring

2494ce, 125kW (170bhp)
3251ds touring
2498ce, 105kW {(143bhp)
328i touring

2793¢cc, 142kW (193bhp)

316i compact

1885ce, 77kW (105bhp)
316g compact

1596cc, 64kW (B7bhp)
318tds compact
1665cc, 6EKW (90bhp)
323ti compact
2494ce, 125kW (170bhp)

318i convertible
1796cc, B5KW (115bhp)
320i convertible
1991cc, 110kW (150bhp)
328i convertible
2793cc, 142KkW (193bhp)

£3 roadster 1.8
1885ce, B7kW (118bhp)
23 roadster 2.0
1991cc, 110kW (150bHp)
Z3 roadster 2.8
2793cc, 142kW (193bhp)

Z3 coupé 2.8
2793¢c, 142KW {193bhp)

64

5 Series

5201

1991¢ce, 110kW (150bhp)
523i

2494 ce, 125kW (1 70bhp)
525td

2498cc, 8B5kW [(115bhp)
525tds

2498cc, 105kW (143bhp)
528i

2793ce, 142kW (193bhp)
530d

2926cc, 135kW (184bhp)
535i

3498cc, 180kW (245bhp)
540i

43898ce, 210kW (286bhp)

520i touring

1991 ¢ce, 110kKW (150bhp)
5231 touring

2494cc, 125kW (1 70bhp)
525tds touring
2498cc, 105kW (143bhp)
528i touring

2793ce, 142kW (193bhp)
530d touring

2926cc, 135kW (184bhp)
540i touring

439Bco, 210kW {(288bhp)

X5
4398cc, 210kW (286Lhp)”

* Engine at time of mode|
introduction, further variants

to follow.




7 Series

725tds

2498cc 1 05k

2793cc, 142kW (193Bho
s (193bhp)

2926cc, 135ky
S . |"|.|l &H
735 [184bhp)

3498cc, 175KW (2381
7404 (238bhp)

ey 2 N
740j P

4398cc 210k\W (28R
Sl (286
750 £86bhp)

°379¢c, 240kW (326bhp)

T28iL

27005 DLAAS

- EICE, 142kW (193bhr
7T35iL | -
Z:']-”i‘.-HH-f‘:r;
T40iL
4HQHCC.E
150i§L

B o ;

3 7Yce, 240kW (326bhp)

| 75KW (238bhp)

TORW (2BEbhp)

9 Series

840 Cj

4398cc, 210kwW (2866h,
850 o (2B86bhp)

Loey
9379ce, 240KW (326bhp)

i

M

M3 convertible
A201¢cc, 236kW (321bhp)
M roadster

3201¢ce, 236kW (32 1bhp)
M coupe

3201ce, 236kW (321bhp)
M5

4941 cc, 294kW (400bhp)

5

Zn

Motorcycles

F 650, F 650 ST
652cc, 25kW (34bhp) or
652ce, 35kW (48bhp)

R 850 R

B48cc, 25KV (34bhp) or
848cc, b2kW {(70bhp)

R 850 GS

848cc, 25kW (34bhp) or
848cc, 5Z2kW {7 0bhp)

R 850 C

B48cc, 25kW (34bhp) or
B48cc, 37kW (50bhp)
R1100 R, R1100 GS
1085¢c, S9KW (BObhp)
R 1100 RS, R1100 RT
1085¢c, 66kW (90bhp)
R1200 C

1170ce, 45kW (61bhp)
R1100 S

1085ce, F2kW [88bhp)

K1200 LT

1171ce, 72kW (98bhp)
K1200 RS

117 1ce, F2kW (98bhp) or
1171ce, 96kW (130bhp)




75 years of
BMW motorcycles

The history of BMW motorcycles began in the
autumn of 1923, when the R 32 was presented
at the Paris motor show. This 500-cc machine,
designed by BMW’s chief engineer Max Friz,
had an output of 8.5 hp. The first-ever motor-
cycle bearing the blue and white propeller
emblem had an air-cooled two-cylinder flat-
twin engine with cardan drive, mounted trans-
versely, and was already representative of

the qualities for which BMW motorcycles are
famous today: low centre of gravity for excel-
lent handling, extremely reliable and easy to
maintain.

Bayerische Motoren Werke, which started out in 1916
as a manufacturer of aircraft engines, and moved on
to automobiles in 1928, is one of the world's oldest
motorcycle companies still in operation. Since 1923,
BMW has built over 1.2 million motorcycles, of which
more than half are still on the road, somewhere in the
world.

BMW was often the first company to incorporate
new innovations in its bikes. Examples include
the 1935 R 12, the first machine ever built with a
hydraulically damped front-wheel telescopic fork,
and the 1976 R 100 RS, the world’s first series-pro-
duction machine with full fairing.

BMW motorcycles also made history in motor
sport. In 1937, Ernst Henne pushed the world speed
record up to 2/79.5 km/h, and in 1939 Schorsch
Meier shocked the British sporting nation by being
the first “foreigner” ever to win the Senior trophy in the
legendary lsle of Man T T-on a*foreign-built” com-
pressor BMW, Between 1954 and 1974, BMW
collected 20 world championship titles in sidecar
racing. In the 1980s, BMW Enduro machines ridden
by Hubert Auriol and Gaston Rahier won the Paris-
Dakar rally four times, the most challenging
endurance race in the world, Then in 1998, after a
13-year absence from competition rallies, BMW
returned to the fold, and by January 1999 Richard
sainct had brought home BMW's fifth trophy from
Dakar.
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IN 1998, special events were held in many countries
10 celebrate the 75th anniversary of BMW motor-
CycCles.

The BMW Museum in Munich, for instance,
Mounted a special exhibition on the history of BMW
Motoreycles, which was extremely well received by
OVer 130,000 visitors. Although this exhibition was
Originally planned to close at the end of October
1998, it proved to be so popular that it was extended
'or a further four months.

BMW's headquarters in Munich and the BMW
Motoreycle plant in Berlin were the venues of meet-
INgs of BMW motorcycle fans, with parades of classic
Wo-wheelers.

A special highlight of this last year was the exhibi-
tion on Motoreycling history at the world-famous
Guggeﬂheim Museum in New York. Sponsored by
BMW in honour of its 75th anniversary and entitled
“The Art of the Motorcycle”, this exhibition attracted
the largest number of visitors ever recorded there.

N financial terms too, 1998 was a year to cele-
Drate: the anniversary year was also BMW's most
sUccessful year of motorcycle business to date.
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Rover Automobiles. In terms of its model
Policy, 1998 was a year of crucial decisions
for Rover. The successful launch of the
Rover 75 marked the beginning of a new
Chapter for Rover Cars. Land Rover exten-
ded its popular range of models with the
Freelander and the new Discovery |II.
Whereas Rover Cars suffered serious losses
In the UK, sales by Rover as a whole in the
rest of Europe made gratifying progress.




Rover Automobiles A new look for the Rover Cars range
Total sales of new Rover Automobiles vehicles to
customers declined worldwide in 1998 by a good 6%
to a total of 487,700 units. The main reasons for this
negative development, in addition to the disappoint-
ing market conditions in the UK, were the phasing
out, as planned, of the Rover 100 and the earlier
Discovery model, and the announcement of the
forthcoming replacement of the Rover 600 and 800
by the new Rover 75.

In the course of these changes to the model
range, and in the face of falling demand, sales by
Rover Cars declined by 17% to 303,800 units. The
Rover 75, which is to be introduced on the market
in the first half of 1999, is expected to stimulate a
renewed upswing in sales. This elegant saloon, jointly
developed by BMW and Rover, and luxuriously styled
and equipped, reaffirms the traditional brand values
of Rover Cars, “style and substance”. lts presentation
at the Birmingham motor show in October 1998
promptea an extremely positive response from jour-
nalists, dealers and the motoring public.

For Land Rover, 1998 was the sixth record year in
succession, due both to the brand'’s legendary and

Rover 1998 1997  widely acclaimed characteristics and to the introduc-
Automoblies tion of new madels. Deliveries to customers

BoT5E increased by no less than 20%, to total 153,500

in DM billion 6.6 186  ynits. The new Freelander was an immediate suc-

S e cess, with 46,500 vehicles sold in its first complete

in thousands 498 522  year on the market - almost one third of all Land

T Rover J“nmdgia sold in 1998. IﬂtrDQUctiDn of the
T sss ago  rreelanderin the USA, the most important off-road
market in the world, is scheduled for the year 2000.

The new Land Rover Discovery |l - presented at
the international motor show in Paris last October -
will bring new growth to the brand. With its numerous
outstanding technical features, it is regarded as the
currently most advanced four-wheel drive vehicle of
its class. The first customers received their new mod-
els in November 1998.

Range Rover’s leading position in the luxury four-
wheel segment is strengthened by the fact that elec-
tronic four-wheel traction control is now fitted as
standard and the V8 engine has been comprehen-
sively modifieq.

Investment
in DM million 1,426 1,601




Demand for the Defender is expected to increase
With the availability of the powerful Td5 diesel engine
and the introduction of traction control as a standard
feature.

For the Mini, demand remained brisk. A total of
16,000 Minis were delivered to customers in the year
Under review — an increase of 8% against 1997. In
Spite of the economic crisis in Japan, the Mini was
More popular there than ever before, and more than
8,400 units were sold. Thanks in particular to limited-
S€ries variants, sales also continued to increase in
the UK and western Europe.

The 21.3% rise in sales of the MGF in continental
Europe was especially gratifying. This substantial
drowth compensated in large measure for the decline
N Sales in Asian markets resulting from economic
'€Cession. Overall, with a total of 14,400 units sold,
deliveries of the MGF sports car to customers

"@ached a level only slightly below that of the previous
year,

800 Deliveries of

.. Rover Automobiles vehicles
" to customers according to
600 marques

in thousands
=0 /—/\ Total
400 _-I-___’——-—\

300

Rover Cars, Mini and MG

200
JEm— Land Rover
”:ﬂ I.,_...-l-""'
0 a4 a5 96 97 98
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Car markets in countries with Rover Automobiles

sales companiesl)

Europe
Belgium

France
Garmany
Great Britain
Ireland

italy
Metherlands
Partugal
Spain<
Overseas
Australia
(anada
Japan

LSA

South Africa

Total market
Rover Automobiles
i otal market
Hover Automobiles
Total market
Rover Automaobilas
Total market
Hovear Automaobilas
Tolal market
Rover Automobiies
Total market
Rover Automobiles
Total market
Rover Automebiles
Total market
Hover Automobiles
Total market
Rover Automobiles

[otal market
Hover Automaobiles
Total market
Hover Aulomobiies
Total market
Rover Automobiles
Total market
Fover Automobiles
Total market
Hover Automobiles

' Total market: cars
Rover Automobiles: Rover Cars, Land Rover, Mini and MG
2Hncluding Ganary Islands

1998

452,100
7,200
1,943,600
30,200
3,736,000
42 500
2.247.400
205,200
44,500
5,300
2,369,700
51,200
543,100
8,400
267,000
11,300
1,191,300
31,000

584,400
7.100
40,800
1,000
4,093,100
15.800
8,142,900
21,400
203,800

5,300

1997

396,200
5,400

i, 713,000
29 300
3,528,200
30,700

2 170,700
230,400
136,700
4,900
403,700
62,200
478,300

- 7.100
235,000
8,800
1,015,700
24 500

n3

1,100
4,492,000
27 50
8272 700
23,800
239 800
3,500
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Top row:
Freelander XEi Softback, Freelander XEi Station Wagon,
Discovery ESV8, Range Rover dHSE, Defender 110C5W

Middle row:;
Rover 200vi (3-door), Rover 2111 (5-door), MGF 1.8i, Mini Cooper 1.3i

Bottom row:
Rover 4165Li {5-door), Rover 4205Li (saloon), Rover 75
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Marked decline in the competitiveness of
Rover Automonbiles in the UK - growth in
Continental Europe

The high exchange rate of the pound sterling led to a
S€rious fall in prices on the British market. This
brought about a considerable weakening of the com-
Petitive position of Rover Automobiles and a conse-
Yuent 11% decline in sales, to 205,000 units.

Atthe same time, sales by Rover Automobiles in
the western European markets (excluding the UK
'OSe by 7%, to a total of 185,200 vehicles. ltaly, in
Spite of an 189 drop in sales against the previous
Y¥ear, remained Rover's leading foreign market, and
dCCounted for 51,200 units. Sales figures for Rover
Automobiles, as for the industry as a whole, were sig-
Nificantly affected here by the ending of the ltalian
dovernment’s incentive scheme for scrapping old
Cars, which expired mid-year.

In Germany, by contrast, sales rose by more than
10% for the third year in succession, to over 42,500
VeNicles, with the Rover 200 and 400 and the
F‘I’e'r;zla|'u:1c-|' in particular demand. Rover Automobiles
AlSo registered substantial growth in Belgium (33%),
Spain \19%) and Portugal (28%), in each case well
dDove average for the market as a whole.
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Rover Automobiles Mixed results in overseas markets
The economic instability in the Far East also affected
sales by Rover Automobiles in this region. In Japan,
for example, only 15,800 vehicles were delivered to
customers, a drop of over 40%.

In North America, legal restrictions put a stop to
sales of the Land Rover Defender in 1998.The sales
figures of Land Rover in the USA thus declined by
10%, to a total of 21,400 units. The Range Rover, on
the other hand, registered another excellent annual
result, with 7,100 units sold.

In Australia, sales rose slightly, to 7,100 vehicles.
Here, the new Freelander and the MG sports car met
with growing demand.

—

|
3 Y
1 Deliveries of Rover Auto- 800

1 mobiles vehicles to
| customers according to 700
a regions 2
i in thousands G
- 500 /—f"’-\ Total
400

300

: ——— Great Britain
: 200 —————— Europe

{exci. Great Britain)

00 e Cverseas

)

1998 was a particularly successful year for Land
Rover South Africa. Sales shot up by 51%, with 5,300
new vehicles finding customers. This success was
based on increasing demand for the Freelander, and
: for the Defender built at Rosslyn in South Africa.
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Del_wersea to customers in those markets of Asia,
fﬁtfrfca and South America where Rover is represented
b_}f 'Mporters reflect the difficult overall economic
%Etuatimn faced by these countries in 1998, Sales in
the Far East, Africa and Latin America were conse-
Quently down on the previous year; only in the Middle
Fast was the result an improvement on 1997.

Slrengtheniﬂg of Rover's competitiveness in the
UK and abroad continues to hold top strategic prior-
Ity, Th_e share of exports within total sales increased
Marginally, by 2%, to 57% of all vehicles sold. Rover
AUTDmeilea currently exports vehicles to more than
120 countries around the world.

B0 Share of exports

of Rover Automobiles
in %
a0 i I
[

New efforts towards greater customer
Satisfaction
In 1998, Rover installed new IT systems for improved
Eitjal[ data egchange, iIncluding implemgntatimn of a
vi{je;tec.tmmc pgrts catalog ue.ThIe Services pro-

Y the mobile breakdown units were extended.

hese activities were practical expressions of
Cj’g’te"r% .GDmr‘fmmem to working towards greater
Omer satisfaction.

o
(3]

843




Rover automobile range
as of March 30 1999

Rover 200 Rover 400 Rover 75
211i 414i, 4145i Classic, Club, Connoisseur
1118cc, 44kW (60bhp) 1396cc, 76kW (103bhp) 1 796cc, B8KW (120bhp)
214i 416Si, 416SLi Classic, Club, Connoisseur
1396cc, SHkW (75bhp) 1588ce, B2ZkW {1 11bhp) (diesel)
2145i 420D, 4205D 1951 ce, BoHkW (1 16bhp)
13896cc, 7BkW (103bhp) 1984 cc, 63kW (BEbhp) Classic, Club, Connoisseur
216Si, 216SLi 420SDi, 420SLD, 420GSDi 1997 ce, 110kW (150Bhp)
1588ce, 82kW(111bhp) 1994 ce, 77kW (105bhp) Classic, Club, Connoisseur
218iS 420i, 420Si, 420SLi, 420GSi 2497 cc, 130kW (17 7bhp)

H 17896cc, 88kW (120bhp) 1994 ¢cc, 100kW (136bhp)
200vi

1796¢c, 107kW (145bhp)
220D, 220SD

1994cc, 63kW (B6bhp)
2205Di

1994ce, 77kW (105bhp)
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Langd Rover

Frﬂelandﬁr

/XEj

1?5}{3r.;n:;:.EHHW 120bhy:
e _ (120bhp)
18994ce, 7oK\ (97bhp)

Defender
90
AT .
;rfg%. 90kW (122bhp) oder
R B by l::":-:. 13"11"{%‘“" 8] ;
110 V{182bhp)
<487ce, 9qy
4 S, b ':_I'p,'llll,,ll'l :_1. L

E'.-"_H'-“ "
SICC 30KW (122bhp)

Discoye
Td ry Il

AT ~—
i l'pr.': ! [_':I'

ve S 102kW (128bhp)
.I';.!-:' [ Lo e ¥ | =
MCC, 136kW (185bhp)

Range Rover
2.5DT/DSE

24980c, 100kW (136

v 1L J6ohp
4.0/4.05E {136bhp)
3950¢ce 196 " :
4.6HsE  L18obhPp)

rl!_r_' ‘
ACe, 160kW (218bhp)

Mini

Mini 1.3i

1275cc, 46kW (B3bhp)
Mini Cooper 1.3i
1275¢c, 46kW (B3bhp)
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MG

MGF 1.8i

1796cc, 8BKW (120bhp)
MGF 1.8iVVC

| F9Gce, 107kW (145bhp)
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50 years of
Land Rover

Land Rover: The fifty-year miracle -

Origin of the species

1998 marked the fiftieth anniversary of the truly
remarkable and uniquely British institution, the

Land Rover. A name which has become universally
identified with the definitive four-wheel-drive vehicle,
Land Rover is recognised from Anchaorage to Ankara
and Zurich to Zimbabwe.

The pivotal figures at the helm of the Rover com-
pany in 1948 were the Wilks brothers - Spencer and
Maurice. They put their minds to the problem of com-
ing up with a vehicle which would be simple in
design, cheap 1o build, required minimal tooling and
preferably would use as little sheet steel as possible.
It was not long before the two brothers homed in on
the idea of some sort of utilitarian vehicle to suit the
immediate post-war climate. But it was Maurice who
provided the germ of the idea which became the
sturdy Land Rover.

Work on the prototype began in earnest in the
spring of 1947, and by the summer it had been fin-
iIshed. Not surprisingly, the new vehicle bore some
resemblance to the WW Il Jeep, but it would be
unjust to dismiss it as a copy; the Rover engineers
were far too thorough to simply copy a design, for
good or for bad. The power take-off points which
Maurice Wilks specified were just the beginning of
many firsts for the company.

Over the next two decades the Land Rover name
became firmly established as a watch-word for dura-
bility and off-road excellence. From its origins as the
“farmer’s friend’, the Land Rover had gone to the far
corners of the globe and grown in importance far "
beyond its creators' vision. Throughout the 1960s the
versatility of four-wheel-drive vehicles became hetter
known and research showed demand for a vehicle
that could work egually well on-road as off.

Rover's Chief Engineer, Spen King, combined
unigue suspension designs and body style with an
aluminium V-8 engine Rover had acquired from
General Motors. The culmination of this exercise was
of course the “Range Rover", launched at the Blue
Hills Mine at St. Agnes, Cornwall on June 17 1970,

The reception accorded the Range Rover was
nothing short of astonishing; press coverage was
immense, and virtually every report was ecstatic.
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The orders came flooding in and the company once
again found itself with order books full to bursting, a
Situation which would continue for many years as the
HE”QE Rover assumed the mantle of unrivalled
leader of the pack.

By the beginning of the 1980s, it was obvious
that some of the traditional export markets were in
decline, and much greater profits could be achieved
With more luxurious vehicles. Consequently, the
Ha”QE Rover was eased up-market, with an all-new
Version launched in 1995 using height-adjustable
alrsuspension.

In the mid-1980s, a major study to determine the
uture vision for Land Rover gave rise to several
Major projects, most important being the Land Rover
DiSEGvery, shown at the Frankfurt Motor Show in
three-door form on September 16 1989, With the
addition of a five-door version the following year, and
2 Tacelift in March 1994, the Discovery carved out a
"eW niche for Land Rover - the “Family 4x4" The
Diggm@w Series |l with the world’s first active sus-
DENsion in a four-wheel-drive vehicle was launched
N late 1998 after a unigque press "test drive” around
the world. Qver 30,000 km were driven in 58 days.

Whilst the glamorous part of the action was
Y€nerally focused on the Discovery and Range Rover,
the Defender, as the traditional Land Rover came to
Oe called, shared many of the improvements brought
about as jts younger siblings evolved. These en-
hﬁﬁcememts allowed it to thrive in existing and new
Market sectors including as a sports utility in the
USA,

The latest chapter in this remarkably packed
fifty-year story is of course the compact Land Rover
Freelander, Carrying the Land Rover badge as it
does, the Freelander was developed from the outset
48 a capable off-roader, as well as being fun to drive
around town.

N partnership with its Defender, Discovery and
Ra”Qe Rover stablemates, the Freelander is part of a
family of four-wheel-drive vehicles which is abso-
lutely without peer. Remarkably, of the more than
2,2 million Land Rovers ever built, 70% are still in
S€rvice around the world.
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Aero Engines. International certification of
the BR715 engine represented a crowning
achievement for BMW Rolls-Royce in the
1998 business year, as was the maiden flight,
Shortly thereafter, of the Boeing 717-200.
BR710 engines are already a fully proven
Success in everyday operation. Production of .
Close on 100 engines in the course of the year
Ncreased sales revenue by DM 200 million,
o more than DM 700 million. Further major
Orders served to underscore the market posi-
tion already attained. Development work on
New technologies for the next generation of
low-emission aero engines brought encour-
aging initial results.




BMW Rolis-Royce The BR715 engine: international certification

Aero Engines and maiden flight
The certification programme for the BR715 engine
was conciuded on schedule in 1998, This engine
model has been selected for exclusive use in the
new Boeing 717-200 passenger jet, the most recent
addition to the Boeing range and at present the only
100-seater of the latest generation of short and
medium-haul aircraft. The B717-200 was presented
to the public at the roll-out ceremony at Boeing's
production facility in Long Beach, California, in June
1998, and took off on its maiden flight in early
september. Conclusion of the test and certification
programme is planned for mid-1999.

Certification of the BR715 engine for international
passenger service took place in August 1998, with
approval granted by the aviation authorities in Europe
and shortly afterwards in the USA. Extensive and
extremely rigorous tests were conducted prior to
successful certification; these clearly confirmed the
robustness and stability of the BR715 engine under
extreme loads. It is moreover the cleanest, quietest
and lowest-consumption engine system in its class.

The BR715 engine will first be put into scheduled

BMW Rolls-Royce 1998 1997  service with AirTran Airways, the launching customer

Gt for the Boeing 717-200, in the second half of this
Sales ——— year.This US airline has ordered 50 models of the
in DM million 723 523 |atest Boeing, and taken out options on the same
Er s number again. in May 1988, Boeing confirmed con-
at end of year o066 2065  tracts received from Bavaria International Aircratft
P —— S— Leasing of Munich for purchase of a further five

5o S milllisn 15 g B717-200s. BMW Rolls-Royce is also to supply the

engine systems for up to 100 Boeing 717-200 aircraft
ordered by Trans World Airlines; these will replace
the DC-9s in the TWA fleet. In December, TWA placed
50 firm orders plus options on a further 50 of this air-
craft model. Altogether, if confirmed, these firm
orders and options represent contracts for BMW
Rolls-Royce worth up to 600 million dollars. At the
end of the year, Pemboke Capital, a leasing company
based in Ireland, announced its intention to buy ten
Boeing 717-200s.

According to projections by Boeing, there will be
a world demand for approximately 2,600 aircraft
seating between 80 and 120 passengers in the com-
iIng 20 years.
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Proven reliability of the BR710

The BR710 engine was able to prove its reliability in
Sveryday operation in 1998. More than 30 Gulfstream
Vaircraft. each equipped with two engines of this
type, are currently in operational service around the
world.

Gulfstream Aerospace Corporation of Savannah,
Georgia, awarded a contract on 200 BR710 engines,
Worth more than 500 million dollars, in November
1998; the engines are due for delivery between 2000
and 2002. In all, BMW Rolls-Royce has now received
Orders for around 700 BR710 engines. As production
IS further stepped up, the company now plans to
Ntroduce a third work shift at its plant in Dahlewitz
Near Berlin.

The new Global Express aircraft fully completed
s type certification flight-test programme in 1998,
and the first models will be handed over to the
'aunching customers in early 1999. Certification by
Aviation authorities in Canada and the USA of the
Global Express, the new long-range business jet
developed by Bombardier of Canada, cleared the
Way for successful market introduction of the second
variant of the BR710 engine.

The third variant of the BR710 successfully con-
Cluded its trial phase in July. It will be used to power
the British Nimrod MRA4 naval reconnaissance air-
Craft. Four of these engines will be delivered to British
AEruapaCe for flight tests In early 1999, certification
IS Scheduled for mid-2000, and the beginning of
S€ries production for 2001.
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BMW Rolls-Royce BMW Rolls-Royce enters joint venture in

Aero Engines helicopter engine systems
BMW Rolls-Royce GmbH aims to participate in the
development, production, marketing and field service
of the RTM 322 helicopter engine system, following
an agreement signed by BMW Rolls-Royce and
Rolls-Royce Turbomeéca Ltd., London, in spring 1998.
The RTM 322 helicopter engine is part of the NH 90
helicopter programme of the German armed forces;
BMW Rolls-Royce's share in the project is to be 23%.
Assembly of the engines is to take place at EMW
Rolls-Royce's Oberursel plant, where testing will also
be carried out. Qualifying tests and prototype certifi-
cation of the RTM 322 destined for NH 90 are plan-
ned for the end of 1999. Decisions on comparable
procurements are also pending in other European
NATO countries.

Successful tests of the BR700 core engine
with multi-stage combustion chamber

In 1998, BMW Rolls-Royce also continued work on
the development of low-emission aero engines;
these activities received support from the German
government within its aviation research programime.
At an altitude test-rig of the University of Stuttgart,
successful tests were carried out on the multi-stage
combustion chamber of a core engine belonging to
BMW Rolls-Royce’s BR700 family. The emissions
recorded were substantially below existing tolerance
levels: around 50% for oxides of nitrogen (NOx), and
around 80% for carbon monoxide (CQ). Emissions of
unburned hydrocarbons (UHC) were registered at
less than 3% of permitted levels.
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Management of BMW Rolls-Royce now solely
in Dahlewitz

Since December 1998, executive management of
BMw Rolls-Royce GmbH has been based in its
€ntirety in Dahlewitz, Brandenburg, near Berlin. The
decision to consolidate two formerly separate man-
4gement entities reflects the shift of company policy
from pure development work to customer-oriented
ll-scale production. The Oberursel plant, the loca-
tion of BMw Rolls-Royce GmbH at the time of its
fmmdation, has been managed as an independent
Rrofit centre with complete profit-and-loss account-
ability since spring 1998. Here, components and
Parts are produced for the BR700 generation of
NQines, as well as for civil aero-engine programmes
Of other manufacturers. In Oberursel, development,
Production and customer service for helicopter
®Ngines and other propulsion systems are located —
4 Sector in which the Oberurse! plant has been a
Close partner of the German armed forces for around
thirty years. At its two locations, BMW Rolls-Royce
GmbH employed a staff of around 2,000 in 1998.
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Financial Services and other subsidiaries.
Innovation and dynamism - these core values
of BMW'’s corporate philosophy generate the
thrust of the company’s marketing of finan-
Cial services in all fields of relevance to the
Car. They are complemented by the customer
Orientation and quality of professional advice
that distinguish BMW Financial Services
from its competition. Integration of Rover
Financial Services within the BMW Group was
Successfully concluded in 1998. This field of
business made a substantial contribution to
the commercial success of the BMW Group
In the year under review.

Other subsidiaries round off the spec-
trum of services and products offered by the
BMW Group.




BMW

Financial Services

BMW Financial 1998 1997
Services

Total contracts

in thousands 855 720
MNew financing

contracts

in thousands 1,015 802
Sales from leasing

in DM billion 10.5 7.8
Employees

at end of yaar 1,366 1,234

Attractive financing products strengthen mar-
ket position

Individual financing solutions as well as efficient and
fast customer service helped to fulfil a wide spectrum
of customer requirements, while at the same time
successfully supporting sales in the markets of the
Group. The concept of “one-stop shopping’, which
provides customers with both their car and a tailor-
made financing and insurance package from a single
source, has been extremely successful, particularly
in the last few years,

Surveys have shown that customers who finance
their purchase of a vehicle through a financing com-
pany belonging to the manufacturer demonstrate
greater brand loyalty. In terms of market penetration,
BMW Financial Services holds a leading position in
this regard. More than one in three BMWs - in mar-
kets with Group companies providing these services
~is leased or financed in this way; for Rover Auto-
mobiles vehicles, the figure is one in five. In spite of
the prevailing market conditions, the long-term
implementation and positioning of financial services
generated a 20% Iincrease in financial volume in
1998, 1o DM 31.5 billion. In the year under review,

a total of 1,015,000 new leasing and credit agree-
ments were concluded in respect of BMW and Rovel
automobiles and motorcycles - a rise of 27 % against
1997. The most dramatic increase, of 30%, was In
credit financing contracts.
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Continued successful international orientation
BMW Financial Services is represented in 22 coun-
tries by direct subsidiaries and cooperating agen-
Cles; the international network is to be further expan-
ded in the coming years. The company’s market posi-
ion has been strengthened by the new structural
Ofientation implemented in 1998, which established
“ntres of competence for customer service and
S€gments to be centrally handled - such as risk
Management and systems administration. Numerous
dWards received provide external testimony of the
sUccess of these efforts to provide outstanding ser-
vice tg customers. In the USA, the most important
Market after Germany, a study by J.D.Power and
Associates ranked BMW Financial Services first in
'©rms of dealer satisfaction, as had also been the
“ase in 1997. In the UK and Switzerland, BMW
Financig| Services was also given top ranking.

Stronger European orientation, aiming at overall
ha"muﬂiaatim, brought about a 30% rise in newly
“Oncluded contracts, to more than 701,000. Germany
"as once again the most important market, with
316,000 new contracts. The 386,000 new contracts
“Oncluded in the remaining markets of Europe repre-
Sent an increase of 52% against 1997. The UK regis-
lereg above-average growth: the takeover of Rover
Finaﬂﬂiai Services from the joint-venture partner
Aimost doubled newly concluded business, with a
total of 21 2,000 contracts. BMW Financial Services
oW holds responsibility for sales financing in the
Most Important market for Rover Automobiles. In
Italy, growth of 156% brought the number of new con-
racts to around 100,000.

The com prehensive range of services offered via
the Internet for customers and dealers gave a signifi-
“ant boost to the marketing of financial services. In
North America, it contributed to a 21% rise in new
COntracts. Centralisation of customer service for
Ca“ada and the USA, based in Columbus, Ohio,

Was concluded in 1998, and contributed toward this
growth,

101




)

BMW In spite of overall economic difficulties, the trend

Financial Services remained positive in Japan, Australia and South
Africa. The takeover of dealer financing in Japan led
to an increase of 21% in new contracts, to a total of
60,000. A 10% rise was registered in Australia. The
success of measures implemented in this difficult
gconomic sector was also confirmed by the nomina-
tion of BMW Financial Services as the most efficient
company of its kind in Australia. New contracts con-
cluded in South Africa increased by 29%.

Start-up of European fleet management

with Alphabet

The centre of competence in fleet management is
BMW Financial Services in the UK, which has gained
substantial experience here in fleet management
through its 100% subsidiary Alphabet; this concen-
trated specialist expertise is now to be applied and
exploited in other countries in the context of ongoing
narmonisation of the markets of Europe — with the
aim of gradually establishing a pan-European fleet-
management service for large national and inter-
national customers. Since the launch of Alphabet
Flottenmanagement GmbH in October 1998, the
BMW Group now offers individual fleet solutions in
Germany, together with professional service leasing
for companies, Alphabet pursues a multi-brand
strategy, aimed not only at BMW customers, but
managing vehicles of all brands with the know-how
and guality standards typical of BMW. BMW and
BMW Financial Services see great development
potential in the longer term for qualitative growth

In the field of fleet management.




Successful business in deposit banking
Whereas financing and leasing serve primarily in
SUpport of sales of BMW core products - cars and
Motorcycles — a further business field allows the
COmpany to enter a growth market of substantial
vYolume and earnings potential for the Group as a
Whole: deposit banking.

Since 1994, BMW Bank GmbH, acting as a pio-
Neer for future European business, has offered its
CUstomers in Germany competitive interest rates for
deposit accounts. BMW Bank is a member of the
Federation of the German Banking Industry and of
the German deposit guaranty fund, thus providing
Customers with the assurance of serious profes-
Sional practices and the highest possible degree of
SECurity for their investments. These services
®Ncourage and strengthen brand loyalty to BMW
Products and services.

At the same time, successful deposit business
IMproves the refinancing capabilities of BMW Bank.
IN 1998, the total volume of customer accounts
SxCeeded the level of DM 2 billion for the first time -
an increase of more than 40% since the end of 1997.

The BMW Card - introduced together with the
unch of the new 3-Series saloon — played an impor-
l&nt part in this success. This credit card (EURO-
CﬁﬁDNISA} not only gives customers worldwide
financial independence and mobility, it also offers
SUbstantial interest on credit balances.

Sales offensive with new communications
tﬂ'chnnlugy

BMwy Bank Deutschland won the 1998 BAK innova-
Fir::n Prize for its Internet presentation under
Mtp://www.bmw.financialservices.de. This first “BAK"
Prize (denoting “banks, automation, communica-
“DHS”} IS awarded for innovation in building customer
[DVEIHF. and for the professional presentation of a
Variety of services in a form appealing to potential
Customers, The online website visitor can use various
Calculation and information modules to ascertain
Obtimum leasing and financing conditions for the
BMw of his choice, inclusive of numerous insurance
Packages, BMW Bank also provides customers with
drapid and confidential check-list for evaluating
deposit investments and credit-worthiness.
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Total loan and
leasing contracts
in thousands

Security through risk management

Risk management was further developed through
standardised handling of the most important risk
categories by BMW Financial Services, based on uni-
form guidelines and procedures applied worldwide.
A system was successfully installed in 1998 for
assessment and monitoring of credit risk. Risks per-
taining to the residual value of financed vehicles were
controlled in close cooperation with the sales organi-
sation, particularly through strategies employed
throughout the Group aimed at ensuring the quality
of used vehicles.

The refinancing of leasing and credit business
was accomplished through Group financing compa-
nies and directly on the capital market. Currency
risks were eliminated by means of congruent cur-
rency refinancing. Risks through changes in interest
rates were avoided as far as possible through refi-
nancing at matched maturities. Furthermore, the
value-at-risk of the interest items is constantly moni-
tored.

1000
875 Total contracts
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Prospects

BMW Financial Services is pursuing a consistent
policy of international orientation, aiming at leader-
ship in all sectors of relevance to worldwide mobility -
with customer-oriented products geared to maximis-
ing customer satisfaction, efficiency and profitability.
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Bavaria Wirtschaftsagentur GmbH, Munich
Bavaria Wirtschaftsagentur handles insurance activi-
lies worldwide on behalf of the BMW Group and its
CUstomers. |t advises the Group companies on the
d8sessment of risks, and procures all necessary
NSurance cover from insurance companies in
Germany and abroad. It furthermore makes its ser-
Vices available to employees of the BMW Group

and to outside customers.

Subsidiaries of Bavaria Wirtschaftsagentur
SmbH are Bavaria Insurance Co. Ltd. and BL
H*E‘iﬁaurance Co. Ltd., both with their principal place
Of business in Dublin, Ireland. These two companies
aCt primarily as reinsurers, covering risks from all
S€ctors of business. Bavaria Insurance Brokers Ltd.,
also based in Dublin, brokers insurance policies
Abroad and provides related services.

Bavaria-Lloyd Reisebiro GmbH of Munich, in
Which Bavaria Wirtschaftsagentur has a 51% hold-
INg, provides services as a travel agency, handling

bUSiﬂeas and private travel, event and similar book-
ngs.
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BETEK Bau- und Energietechnik GmbH,
Munich

Under contract to the BMW Group, BETEK designs
and develops buildings and plant for production,
research, administration and sales. The spectrum of
projects handled ranges from complete manufac-
turing complexes and industrial parks to factory
buildings and commercial property, and extends

to plant maintenance, including implementation of
energy, environmental and safety systems.

Consulting, as well as planning and control of
activities — ranging from site selection and initial
planning, through to supervision of building con-
struction and completion of premises ready for occu-
pancy —is carried out by around 150 architects and
engineers of various specialist disciplines. BETEK is
a highly regarded systems partner of BMW and other
external customers.

Major projects on behalf of BMW in 1998 included
the construction of a supply centre for manufacturing
activities outside of Germany, a central building at
the Wackersdorf Innovation Park, and the redesign of
BMW's showroom in Hamburg.

On behalf of outside customers, BETEK planned
a large-scale cleaning plant for local trains for
Deutsche Bahn AG, and a combined heat and power
plant for Energieversorgung Ostbayern AG. Among
BETEK's project management activities, two sites in
Berlin are now nearing completion: the official build-
ings for the Bundesrat (second chamber of the
Federal German parliament) and the Federal Ministry
of Finance. BETEK received further project manage-
ment contracts for the construction of new represen-
tative offices in Berlin for the states of Lower Saxony
and Schleswig-Holstein.

Kontron Elektronik GmbH

The core business of Kontron Elektronik GmbH in
the year under review was the production and mar-
keting of industrial computers and the development
of customer-specific system solutions. Having sold
off five of its existing six business units in 1997,
Kontron GmbH will terminate its business activities
as of September 30 1999,
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Softlab GmbH fiir Systementwicklung und
EDV—Anwendung, Munich

SOftlab, a European leader in consultancy on infor-
Mation technology and in systems integration, recor-
ded above-average growth once again in 1998. This
was attributable to successful expansion of business
N ITservices. With its focal fields within this sector,
Process consulting and systems integration, softlab's
CUstomer base encompasses banks, insurance
COmMpanies, the telecommunications sector, and
Industry - with automobile manufacturers predomi-
Nating.

On April 1 1998, softlab took over AT&TIstel, the
largest supplier of information technology and soft-
Ware to Rover Automobiles. With a staff of over 300,
thig CoOmpany works in a long-term strategic partner-
Ship exclusively with this customer in the fields of
SOftware development, integration and maintenance
'or all business processes throughout Rover Auto-
Mobiles. |stel came into being in 1979 when the for-
Merly internal activities of information technology at
Rover or more precisely, British Leyland, were
devolved into an independent company. softlab UK
Ams to acquire new customers over and beyond
Hover Automobiles, not only in the car and other
Manufacturing industries, but also in the market for
financial services.

This purchase strengthens softlab’s position as
the |eading supplier of information technology to the
BMwy Group. In addition to the company's expansion
Otits ITservice business, softlab developed new
fjat&-mrmceasmg solutions on the basis of its own
"®pository software, in which it is the world leader.
Used by large corporations, these tools facilitate
“Plimum utilisation and security of data and informa-
tion that is subject to continuous revision.

Softlab's staff worldwide grew in number from 900
10 more than 1,300 in 1998, and the company’s sales

"Cached around DM 320 million —an increase of 40%
4Qainst 1997,
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Research and Development. The first saloons
of the new 3 Series were delivered to cus-
tomers in April 1998. An exceptional degree
of sports car dynamism has been uniquely
Combined with superior travelling comfort in
the M5. The models of the 7 Series under-
went comprehensive modification and mod-
€rnisation. Individual sports car flair hall-
Marks the BMW Z3 coupé and the BMW M
Coupé. The new in-line six-cylinder diesel
€ngines set new standards and once again
Underscore BMW’s leadership in automobile
€ngineering. And finally, the BMW XS5 pro-
Vides access to a new market segment.

The 1998 model year at Rover was domi-
Nated by Land Rover’s ongoing success with
the new Discovery Il, and by the presentation
of the first saloon developed jointly with
BMW: the Rover 75. Even before their market
Introduction, both products aroused keen
Public interest, and received excellent rat-
Ings from the motoring press.




Research and development networked
worldwide

It was in the late 1980s that the BMW Research and
Engineering Centre ("FIZ") was inaugurated, built in
immediate proximity to BMW's main production
complex and headqguarters in Munich. The primary
function of this centralised "brain” was to optimise
coordination of research activities — the search for
new solutions —accompanied by concrete develop-
ment and series implementation of viable results. The
concept of the FIZ was an "architecture of communi-
cation” based on short distances and direct inter-
action of all concerned in the development process;
this soon proved itself so effective that the FIZ has
become a model for other car manufacturers. Around
6,000 engineers, designers, model builders, com-
puter experts and scientists of various disciplines
work here - side by side with procurement staff and
technical specialists from supplier companies — cre-
ating the BMW cars of the future. The best approved
designs are developed to series readiness in the
facility's own pilot plant. All conceivable tests and
trials are carried out on acoustic test-rigs, in climate
chambers and in crash-test installations.

At the same time, the FIZ has put new forms of
organisation into practice. Project-oriented organisa-
tion based on specific model series complements
traditional specialist structures. Staff responsible for
a particular model series control and coordinate
vehicle projects, maintaining the focus on priority
targets in collaboration with specialised technical
departments. The emphasis is thus firmly placed on
efficient, interdisciplinary teamwork.

The dramatic speed of advances in computer
and communications technology has led to a further
development of the "FIZ idea” To a substantial extent,
R&D within the worldwide operations of the BMW
Group also needs to take place in the regional sales
markets, in order to take immediate account of
trends and specific customer demands.
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The FIZ therefore collaborates extremely closely with
the new development centre of Rover in Gaydon near
Birmingham. England; moreover, Designworks in
California addresses particular creative challenges -
AlISo on behalf of other manufacturers and in respect
Of other products. The FIZ maintains an additional
SPecialist branch in Japan, allowing early considera-
tion and evaluation of new technolegical trends.

BMW Technik GmbH in Munich, as part of the new
“Product and Technology Innovation Center” imple-
ments pioneering projects beyond the scope of daily
business which can ultimately benefit series produc-
tion at a later date. Since mid-1998, further support
Nas been provided by the new Technology Office in
Palo Alto, California. It works closely with US compa-
Nies in electronics, telecommunications and new
Materials - at very early stages of development - in
Search of innovative systems and components for
the R&D network of the BMW Group.
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The BMW 3 Series enters its fifth generation
of new models

Foilowing its presentation in February, deliveries to
customers of the new BMW 3-Series saloon began in
April 1998. Compared with its predecessor, it has a
slightly roomier body - providing its occupants with
greater comfort and enhanced safety.

The 3-Series coupé ~ the elegant alternative
The 3-Series coupe is to follow the saloon exactly
one year later, in April 1999. In technical substance,
the two models are virtually identical. Differences in
body styling and the interior, however, give the coupé
its distinctive sporting elegance. It is available with
the newly developed four-cylinder and modified six-
cylinder engines from 87kW/118bhp up to 142 kW/
193 bhp.

The Mb5: a sports car in the guise of a saloon
The new M5, the sportiest model in the 5 Series, was
presented to the international motoring press in
September 1998. The focus of its fascinating appea!
s the engine — an entirely new V8-cylinder develop-
ment with 5 litres of capacity, delivering 294kW/
400bhp. Its extraordinary performance values are
combined with exceptional smoothness, with maxi-
mum torque of 500 Nm at 3800 revs. The M5's accel-
eration i1s thus superb - its outward appearance at
the same time representing a conscious understate-
ment. The motoring press were unanimous in their
praise. The M5 is the most powerful BMW series
model to date, launching the third generation of com-
fortable sporting saloons begun in 1984 with the first
BMW M5,

Modifications to the 7-Series range: new
engines, refined outward appeal, new techni-
cal details

The BMW 7 Series is now entering its latest model
year with the new 730d engine, modifications to the
engines of the 7281/L, 7351/L, 740i/L and 750Qi/L, as
well as numerous innovations in technical features
and outward visual refinement. The primary innova-
tions in engineering terms are the hydraulically oper-




dted active seat, voice input for the telephone, navi-
gation system and notebook, RDC tyre-pressure
“ontrol, car and key memory for adaptation of the car
o the habits and preferences of the driver, and DBC
dynamic brake control. In 1999, these special fea-
Wres also become available for the 5 Series.

The z3 coupé: the sports car par excellence
The 73 coupé began to leave the production line in
autumn 1998, After a long interval BMW once again
"Evives the traditional concept of classical sports
“ars reduced to their essentials. The two-seater
SPorts coupé was developed on the basis of the Z3
"Oadster. Two model variants are available: the Z3
“Oupe 2.8 with 2.8-litre six-cylinder engine delivering
142 kKW/193 bhp, and the M coupé with 3.2-litre six-
Cylinder engine rated at 236 KW/321 bhp. Their
EXCeptional agility and traction embody the ultimate
driving experience in a car of extraordinary and dis-
tingt design.

The BMmw six-cylinder diesel engine: setting
New standards

The new direct-injection six-cylinder diesel engine
has been available for the BMW 530d and 730d
Since autumn 1998. This is a completely new devel-
OPment, incorporating the latest diesel technology
SUch as common-rail direct injection, turbocharger,
Charge-air cooling and four-valve configuration. Thig
®Ngine sets new standards in performance and
torque, economy and comfort. With an output of
135 kW/184 bhp at 4000 revs, the new BMW devel-
“Pment is the most powerful diesel engine on the
Market at the present time. With average fuel con-
SUmption of only 7.2 litres per 100 km - and a top
SPeed of 225 km/h - the 530d saloon is the fastest
diesel-fuelled car on the road today.

The X5, the first Sports Activity Vehicle (SAV)
'n the world

_The X5 made its first public appearance in the world
N January 1999, at the Detroit Motor Show. It repre-
S€Nts a unique development with the most advanced
f'*3‘'Jl’-wmawa| drive technology. The X5 opens up a new
Market segment for BMW, the Sports Activity Vehicle
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segment. As with all BMW cars, the SAV is defined by
the classical characteristics of aesthetic appeal,
dynamism, technical innovation and safety. A com-
pletely new driving experience is generated by the
high seating position and excellent handling both on
asphalt and unpaved roads. Market introduction of
the X5, at first in the USA, will begin in the first half of
1999; the new model will be available worldwide from
early 2000.

The BMW C1 - a new form of urban mobility
BMW motorcycles developed this innovative vehicle
specially for the road conditions prevailing in cities
and larger conurbations. It combines the space-sav-
ing agility of a motorcycle with the safety and weather
protection of a car. The brand new, integral safety
concept allows the BMW C1 to be ridden in Germany
without a helmet; in other countries, the decision on
exemption from the requirement of wearing a helmet
IS now pending.

The single-seater, with a maximum output of
MMkW/15 bhp, and a top speed of 100 km/h, will be
brought onto the market in the year 2000. The C1's
engine is to come from the Austrian manufacturer
Bombardier-Botax. Final assembly of the C1 is to
take place at Bertone in Turin.

BMW Technik GmbH

The task of BEMW Technik GmbH is to devise new
approaches to automobile construction. in the
course of the restructuring of research and technol-
ogy activities, Technik GmbH, other research depart-
ments, and the Palo Alto Technology Office founded
in 1998, were integrated into the “Innovation Center
Product and Technology” within the FIZ (Research
and Engineering Centre). This working group seeks
to carry out advance work in areas of strategic im-
portance to future product development.

In 1998, BMW Technik GmbH initiated concepls
for the future in all fields of vehicle technology, elec-
tronics and telecommunications. The company's staff
of around 100 employees worked simultaneously on
new vehicle projects. The objective is to introduce
these innovations into series production as rapidly 85
possible,
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BMW Motorsport Ltd.

Last year, BMW won racing victories in eleven coun-
tries and brought home a total of 21 titles in various
race categories. The BMW 320i (E 46) super touring
car performed in its last season as a works racer.
With Johnny Cecotto at the wheel, and the BMW
Motorsport Team Schnitzer, BMW won the German
Super Touring Car Championships. The BMW 320i
has collected no fewer than 29 international cham-
pionship titles since 1993, and is thus the most suc-
cessful super touring car in the world.

The new BMW 320i (E46) was developed to qual-
ify for touring car racing on the basis of homologa-
tion rules defined by the German Touring Car
Challenge, now increasingly the standard applied in
international events.

BMW recorded a historical victory in the Nurburg-
ring 24-hours race in 1998; the BMW 320d was the
first-ever diesel-engined touring race car to take the
chequered flag at a leading international endurance
event.

BMW Motorsport Ltd. is preparing for more inten-
sive involvement in international motor racing. A
newly developed BMW V12 LM was entered in the
1998 Le Mans 24-hours, making a highly promising
Impression as an open sports car in this category.

In 1999, BMW is to enter Le Mans with a further
development of the 1998 model: the roadster version
BMW V12 LMR.

The return to Formula 1is planned for the year
2000. BMW plans to team up with Williams F1, the
most successful of all Formula 1 teams and presently
the holder of nine manufacturers’ and seven drivers’
championship titles. In spring 1999 the BMW 10-
cylinder developed in Munich by a team headed by
Paul Rosche will be put through its first tests by Jord
Muller in a Willlams Formula 1 chassis.
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Closer integration of BMW and Rover
in spring 1997, the development teams and all im-
portant technical departments at Rover Automobiles
were brought together at the newly opened research
and development centre in Gaydon near Birmingham.
This was a vital step towards effective networking of
all development activities within the BMW Group.
The establishment of uniformity in the communi-
cations and data-processing systems used in the
development sector of BMW and Rover, and more
rigorous orientation of Rover's development activities
in accordance with BMW's R&D structures served
further to intensify collaboration between BMW and
Rover in 1998.

The Rover 75: “One of Britain’s fine cars”

A completely new, luxury British saloon with style
and quality, character and individual flair — this was
the development brief for the latest Rover model.
The result of years of work was presented at the
Birmingham motor show in late October 1998: the
Rover 75.

The elegant five-seater saloon is the first entirely
new development by the Rover Cars brand since the
acquisition by BMW in 1994 it iIs manufactured at an
ultra-modern plant near Oxford.

Its features are clear testimony of meticulous
attention to detail; the design encapsulates fine
materials such as chrome in the interior as well as
exterior, soft leather and wood. Special sealing tech-
niques effectively minimise wind, tyre and engine
noise, allowing absolute relaxed motoring with the
Rover 75.

The Rover 75 is available with four engine vari-
ants: a 1.8-litre four-cylinder, the fundamentally modi-
fled six-cylinder versions with 2 and 2.5 litres capac-
ity, and a common-rail version of the latest BMW 2-
litre direct-injection diesel. Market introduction of thé
Rover 75 is scheduled for the first half of 1999,
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The new Discovery Il in the Land Rover range
The BMmw Group presented the new Land Rover
Diﬁcovew Il at the international Paris motor show in
1998. The vehicle's body was substantially length-
ened in comparison to its predecessor model. The
Model includes unigue technical innovations greatly
imDrDUiHQ both the vehicle’'s handling by the driver
and its typical off-road capabilities.

A key innovation incorporated in the new suspen-
Sion s the hydraulically powered and electronically
COntrolled Active Cornering Enhancement (ACE]),
developed for the first time for an off-road vehicle. It
Rrovides car-like response on the road yet without
“OMpromise to the vehicle's off-road prowess, and
thus greatly improves driving comfort.

The electronically regulated Hill Descent Control
IHDC) patented by Land Rover and incorporated for
the first time in the Freelander is now available in its
“€cond generation in the Land Rover Discovery I, It
SUpports the braking action of the engine on steep
Slopes, and transmits precise braking signals to the
Wheels via the ABS system. Both systems, ACE and
ADC, are exclusive to Land Rover vehicles through-
YUt the world.

The Land Rover Discovery Il furthermore has an
4I-Cushioned rear axle with automatic load-detec-
tion regulation, as well as the new electronically con-
rolled traction system, which replaces the central
differential lock formerly required.

The new Discovery’s 2.5-litre five-cylinder turbo-
diegg| engine is a completely new development, pro-
Viding 102kW/138bhp. Electronic unit injector tech-
0logy was employed for the first time in the relatively
Small diesel engine of an off-road vehicle. Originally
UE“E‘iﬂﬁed for the large diesel engines of commercial
"Ucks, this technology ensures good responsive-
€8s, extremely smooth engine operation and eco-
10my, as well as such a high combustion ratio that
the Tgs engine complies with the most stringent
Exhaust regulations in the world without a catalytic
~ONverter, The Discovery Il is also available with the
newly Mmodified 4-litre V8-cylinder petrol engine rated
a1 mﬁlﬁWHBEhhp.The latest Land Rover model has

“€n on the market since November 1998,
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Rover 200 “British Racing Motors” edition
The new Rover 200 BRM limited edition revives a
long-standing tradition; as long ago as 1962, Rover
and British Racing Motors (BRM) collaborated on
construction of a racing car for the Le Mans 24-hour
event. The design concept of the suspension and
drive system of the Rover 200 is decidedly sporty in
orientation; the interior recalls the typical racing
styling of the 1960s. The car will be available at first
In the UK, from April 1999, then in selected other
European countries in the course of the spring.
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An energy strategy for road transport
BMW continued to pursue its long-term energy strat-
€0y in 1998, progressing from fuels in use today, via
Natural gas, to hydrogen. For the first time, car manu-
'aCturers and energy suppliers in Germany agreed on
d Joint approach to development and market imple-
Mentation of alternative vehicle fuels. On the initiative
Ot BMW, seven companies and the Federal Ministry
DfTranspf::rt joined forces in the project "energy strat-
€9y for road transport" BMW's industrial partners at
the present moment are DaimlerChrysler, MAN and
VW, Aral, Shell and RWE.

The first objective is to pool existing technologi-
Cal know-how, In concrete terms, two alternative,
“Cologically sound fuels are to be selected by the
©nd of 1999, and strategies for their market introduc-
tion drawn up. The partners aim fo generate in tan-
dem a comprehensively networked energy infra-
ftrumura with the long-term objective of securing a
Ully adequate energy supply for road transport in the
COming millennium.

BMW - pioneer of the hydrogen era

N the course of the last two decades, BMW has
Uf:éwzalmpec_i the technology for using hydrogen as a
"‘?_“'!utmr fuel almost to the stage of market readiness.
There 8, however, as yet no adequate infrastructure
1o allow wide-scale implementation of the technology
that already exists. In spring 1999, the first public fill-
Ny station for liquid hydrogen is to begin operation at
Munich airport.

- BMW supports the global hydrogen forum HYFO-
H'{JM 2000, which serves the exchange of ideas and
Nitiatives amongst all concerned in preparation for
the era of hydrogen.

In the long term, BMW is committed to hydrogen-
T’}JElled motor vehicles. Nevertheless, a viable alterna-
T"_"’E‘ to petrol and diesel already exists: engines run-
Ing on natural gas. Since 1995, BMW has been the
lirst car manufacturer in Europe to offer customers
Series-produced vehicles capable of running alterna-
Uvely on either natural gas or petrol.
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New solutions through multimodal transport
management

In order to secure maobility in the longer term and
minimise the undesired consequences of private and
commercial transport, BMW has been involved for
many years in the development of solutions to prob-
lems of transportation.

The Munich pilot project MOBINET, a collabora-
tive venture of industrial companies, scientific institu-
tions and the city of Munich, represents a centre of
competence for ecologically compatible and com-
mercially viable transport technology. Scheduled to
operate for a period of five years, the project aims 10
facilitate improved networking of private and public
transport.

Recycling - new regulations on disused cars in
Germany

New regulations, which govern the handling of dis-
used cars based on a voluntary obligation by car
owners, came into effect in Germany on April 1 1998.
These regulations set uniform standards for the eco-
logical disposal of old cars in Germany. They incor-
porate elements long called for by the automobile
industry, including certification of recycling compa-
nies and documented confirmation of proper dis-
posal. The number of illegally abandoned vehicles
and poorly managed recycling companies has
already been substantially reduced by this market-
principle approach. 16 commercial associations have
joined forces to found the "Altauto” working group on
coordination and harmonisation of recycling proce-
dures.

Gradual implementation of recycling
structures in all important markets

For BMW, this represents confirmation of its long-
term recycling strategy. The network of BMW recy-
cling partners has been rigorously brought into line
with standards determined by the new regulations
now in effect in Germany. There are now more than
200 collection points and aimost 100 recycling facili-
ties in the country; this represents a sufficient geo-
graphical basis for recycling in accordance with uni-
form BMW standards. The sole criterion for selection
of authorised partners is compliance with environ-
mental and gquality stipulations.
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N the Netherlands, Austria, Switzerland and Sweden,
an adequately widespread network is now also in
blace, Through international cooperation with

Fat and Renault, as well as through Rover, the same
dpplies to Italy, France and the UK. Furthermaore,
BMW offers its own recycling programme in the USA,
and is the first and as yet only manufacturer to do so
also in Japan.

Desig“ for recycling - new criteria in product
dEEign

Key parameters of the product development process
at BMW are environmental compatibility of cars and
their components throughout the entire product
“TESDan, and a high proportion of recycled value. The
Primary criteria towards classification of environmen-
@l Compatibility are efficiency of resource manage-
Ment, economical recycling, re-use of recycled mate-
"lals, and avoidance of contaminating substances.
NNovative solutions in all BMW model series confirm
the company's leading position in “design for recy-
Cling” The new 3 Series, for example, can be effec-
lvely and economically recycled almost in its entirety.
The proportion of plastics conducive to recycling, for
SXample, was increased once again in comparison
With the preceding model by 28%, 10 the level of

90 kilograms.
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Joint procurement for BMW and Rover results
in considerable savings

Material expenditure for products of the BMW Group
rose by 4.8% to DM 29.1 billion. This increase is
attributable to greater volumes, the higher value of
features and equipment supplied with the vehicles, @
higher ratio of assembled components and altered
exchange-rate parity between the DM and pound
sterling. The total volume of investments amounted
to DM 4.3 billion.

The individual specialist procurement depart-
ments are now incorporated within a central function.
Responsibility for each field of procurement is thus
managed centrally for the entire Group. At the same
time, the services provided by procurement will con-
tinue to be represented in the most important manu-
facturing locations. It will thus henceforth be possiblé
to exploit more fully those opportunities derived from
the use of commaon parts and suppliers, as well as
pooled market and product knowledge.

Favourable development of material costs
Material costs were on average slightly lower in 1996.
This was largely the result of generally favourable
economic conditions, including stable currencies in
the euro region, increased productivity, lower raw
material prices and an only moderate increase in
wage cosis.

The price of industrial raw materials declined on
average by just over 14% against the previous year,
based on their value in dollars. Prices for precious
metals, such as those used in catalytic converters,
rose sharply, by over 55% in total. It was primarily
BMW locations in the US dollar and pound sterling
regions —the "raw material currencies” - that were
able to benefit from these price advantages. In view
of overall economic developments, raw material
prices are expected to remain generally stable in
19899,
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Further development of cooperation

with suppliers

Changes to overall parameters affecting vehicle
development and manufacture call for new forms of
collaboration between BMW and its suppliers.
Questions of procurement were addressed at a much
earlier stage of product development, and suppliers
were integrated into the concept phase of the prod-
uct. This resulted in further improvements to quality,
as well as cost and time requirements along the
entire value-added chain.

A project carried out with suppliers aimed at
enhancing market appeal led to the establishment of
an innovation agency, which is to help accelerate
implementation of innovative ideas. Suppliers were
furthermore encouraged to give their own assess:
ment of BMW in the “Lieferantenreport” ("Suppliers’
report”), contributing to the company’s awareness of
how collaboration with suppliers could be further
improved,

A newly designed information system, which can
also be accessed by external development partners,
has helped to provide a clearer picture of the product
development process, BMW is today linked with
700 suppliers in an electronic data network for the
handling of deliveries for series production,

BMW has become a consultant to its suppliers In
the course of their further development as partners.
Collaborative problem-solving teams, which have
until now focused primarily on improving manufactur-
ing procedures, began in 1998 to address concerns
relating to the entire value-added process. This
ensures the active support of key suppliers through-
out all phases of the product.

suppliers to BMW presented their capabilities to
the company and its staff under the motto “Learnind
from suppliers” This also provided the opportunity to
exploit iInnovative ideas and processes more fully.
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International procurement activities extended
The growing international scope of the BMW Group
“reates new requirements in its procurement activi-
11es. Two new procurement offices were opened in
Latin America and eastern Europe. Purchasing offices
Nave now been set up in ten countries around the
orld, ensuring that Group procurement has an
aClive presence in all major procurement markets.

Working together with suppliers, procurement
aClivities in sSpartanburg, South Carolina, focused on
urther improvements to methods and procedures.
Particular emphasis was placed on assuring product
Quality, consistent supply and productivity. Suppliers
Were integrated into the early stages of preparing for
Rroduction of the BMW X5. This process benefited
from the positive experience gained through modular
DUFEhased~cmmﬂonent contfiguration used In the
Z3 'Oadster,

In South Africa, procurement supported the inte-
gration of suppliers into the BMW suppliers’ network.
Nis is prerequisite to achieving a local value-added

Share of over 50%.

In view of the over-valued pound sterling, a com-
“rehensive worldwide analysis of procurement mar-
Kets was carried out in 1998 in order to improve the
“Ost structure for Rover Automabiles. A further shift
N the supply flow sources to other regions outside
the UK is thus foreseeable.










Linking up for the customer
The core principle of the BMW production philoso-
phy is to optimise the company’s ability to respond to
short-term and future changes in market demands.
A high degree of product customisation and fast,
flexible completion of customers’ orders represent a
huge challenge for the BMW production system.
Other central issues dealt with by the BMW produc-
tion units include quality, productivity and innovation
In processes, technologies and organisation, plus the
focus on environment, supply chain and employees.
The key factor determining innovation, agility and
management of the complexity in this network is the
workforce: work groups, teamwork and networks
based on shared goals and values are the hallmark
of the international system of linked production facili-
ties.

Several start-ups in 1998

One example of this interlinked system in action is
that it took only one year to set up the production
lines for the new 3-Series saloon at the plants in
Munich, Dingolfing, Regensburg and Rosslyn.

To be able to start parallel production of the new
3-Series saloon in four plants on two different conti-
nents, it was essential that the development, plan-
ning and production teams agreed upon precise tar-
gets. The project also called for an integrated
approach to workflow organisation and extremely
iINntensive communication between project managers
at the various locations. In addition to continuous
training of the entire production workforce, around
2,500 employees took part in courses at training
centres specially installed for the start-up of the new
3 Series.

Staff from Rosslyn received training on the prod-
uct and plant engineering in the German plants as
preparation for the start of production in South
Africa.
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The Dingolfing plant was a latecomer to the produc-
tion programme for the 3-Series saloon, added at
short notice. This was made possible by the extreme
Hexibility and mobility of the workforce, appropriate
working-time arrangements and the system of linked
plants. The Dingolfing paint shop was supplied with
body shells from the Regensburg facilities = where a
Special night shift was introduced to deal with the
volume.

In turn, staff from Dingolfing are currently provid-
INg support to their American colleagues in the run-
Up to production of the X5 “Sports Activity Vehicle™ at
the Spartanburg plant.

Now that the investment programme has been
Completed and the new 3-Series saloon has come
On stream at the Rosslyn plant in South Alrica, the
five BMW car plants in Munich, Dingolfing,
Regensburg, Rosslyn and Spartanburg are manufac-
turing vehicles for the world market in close collabo-
ration. The efficiency of this production network is
backed up by the facilities in Steyr, Landshut, Berlin,
Eisenach and Wackersdorf, which manufacture and
SUpply components.

An "Initial Quality Study” carried out by the
American market research organisation J. D. Powers
Confirmed the quality of BMW’s work. Three plants
'ECeived awards for the world's best production qual-
ity: Dingolfing the “Platinum Plant Award”, Munich and
Regensburg the “Silver Plant Award”

The production plant network also has links to
assembly plants at various overseas locations, where
Rover and BMW cars are assembled from supplied
Kits. Despite the current low level of sales in the Asia-
Pacific region, prospects for future sales are good in
the long term. Consequently, in 1998, BMW founded
BMw Manufacturing Thailand Co. Ltd. and invested
Over DM 43 million in the new manufacturing facilities
there. It is planned to produce around 10,000 units a
year by 2004, and employ a workforce of somewhere
between 500 and 600.




BMW car production still at an all-time high

In 1998, output of new BMW cars rose by approxi-
mately 5% to 706,426 units. Demand for the new
BMW 3 Series has been particularly pleasing. During
the year under review, 3-Series models including the
BMW Z3 accounted for a total worldwide production
volume of some 440,000 units, an increase of over
50,000 in comparison with the previous year. In
anticipation of these market developments, produc-
tion of the 3-Series saloon was started simultane-
ously in Munich and Regensburg, the first time this
has been done. In the period under review, almost
180,000 3-Series saloons and compacts came off
the line at the Munich plant.

In Regensburg, the 3-Series variants coupé, con-
vertible and touring were manufactured in addition to
the saloon - a total of 182,000 vehicles. Despite the
extra workload associated with the start-up for the
new 3-5Series saloon, the Munich and Regensburg
plants together exceeded their previous year’'s out-
put by some 54,000 units.

The Dingolfing plant kept up last year's record
production level and high capacity utilisation, manu-
facturing just under 275,000 units. The new M5
sports saloon was integrated into the plant’'s series
production according to plan.

The Spartanburg plant in South Carolina added
the Z3 coupe and M coupe to the Z3 roadster in their
production programme. In total, around 54,600 vehi-
cles were manufactured by this plant in the |last year.

The start of production of the new 3-Series saloon
marked the full integration of the Rosslyn plant, South
Africa, in the BMW system of linked production facili-
ties. In 1998, this plant manufactured around 13,600
BMW cars and over 2,100 Land Rover Defenders.

Output of the assembly plants in Mexico, Egypt,
Thailand, Indonesia, Vietnam, Malaysia and the
Philippines, who are supplied with German-manufac-
tured kits, came to around 3,000 vehicles in 1998.
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Investments in the car plants ensure future
Success

The 1.2-billion mark investment programme for the
Munich plant, started in 1995, is now complete. After
extensive technological and structural improvements
in all areas of production, the plant has virtually been
rebuilt. As part of a new project, some areas of en-
gine production were renewed. The 3-Series start-
up enabled more than 400 new jobs to be created.
Further changes were implemented to improve flexi-
bility and facilitate efforts to respond to customer
demand as swiftly as possible, including cancellation
of the traditional summer break, for the first time, and
the introduction of flexible lunch breaks, allowing
production to continue non-stop.

Production of the new 3-Series saloon and the
preparations for the 3-Series coupé enabled 2,000
new jobs to be created at the Regensburg plant by
year-end. A total of DM 820 million was invested here
for the 3-Series start-up. With the new pressing
shop, Regensburg is now a fully-fledged production
facility. A new third shift has been introduced to
supply additional body shells to the Dingolfing plant,
where final assembly takes place.

In the autumn of 1998, the Dingolfing plant cele-
brated its 25th year of car manufacturing. Since it
started operating, more than 4.7 million vehicles have
come off the production line. The second phase of
development was completed in 1997, and since that
date almost all vehicles produced at Dingolfing have
been painted using the innovative powder-coating
technology process. BMW has spent over DM 350
million so far on the construction of the new
paint shop. Construction of a new pressing-shop
wing marks the beginning of a major investment
programme for expansion of the plant.
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Following investments of DM 530 million in the
Spartanburg plant in 1998, BMW intends to invest a
further DM 400 million in 1999, creating around
1,000 new jobs. Including direct suppliers who have
located in the vicinity, this will bring the total number
of jobs generated there to around 5,500.

The additional capacity will be used primarily for
production of the BMW X5. It is planned to double
the output of the Spartanburg plant to more than
100,000 vehicles a year. After successfully starting
up production of the Z3 coupé and the M coupe in
1998, preparations are now completed on schedule
ior the new version of the BMW Z3 roadster to be
Duilt at the Spartanburg plant.

The start of production of the new 3-Series saloon
In early October marked the final stage of restructur-
Ing of the Rosslyn plant near Pretoria, South Africa,
and its integration as a fully-fledged car plant in
BMW's international network of production facilities.
Products from Rosslyn are supplied to more than
24 export markets, including South America and
Australia. After completion of the modernisation
Work, which cost around DM 310 million, the produc-
tion capacity has been increased from 13,000 to
40,000 units.
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Foundation stones laid for two new

engine plants

Eight new engines on stream in a single year, includ-
ing two brand new engine designs, one completely
revised drive train and five variants of new and exist-
ing models —that sums up the performance of
BMW'’s engine plant at Steyr in Austria.

In February, production started on the 2-litre four-
cylinder direct-injection diesel engine for the BMW
320d, currently the "best-value” BMW in terms of fuel
efficiency and emissions. Production of the revised
six-cylinder petrol engine also started in February.
This engine complies with the strict anti-pollution
laws in the USA and Canada and also meets the
EU-3 emissions standard which is due to come into
force in the year 2000. These two were followed in
August by the production of the 3-litre version of the
six-cylinder direct-injection diesel engine, which met
with equal enthusiasm on the part of the motoring
press. The 2,300 employees at the Steyr plant built a
total of nearly 477,000 engines — an increase of 4.1%
with respect to the preceding year. BMW Maotoren
GmbH in Steyr is the largest engine plant in the BMW
Group.

As part of the ongoing internationalisation of the
BMW Group, the foundation stones for two more
engine plants were laid in April:

The plant at Hams Hall near Birmingham in
England will be building up to half a million four-cylin-
der petrol engines a year with capacities between 1.6
and 2 litres for BMW and Rover cars from the second
half of 2000 onward. The construction of this plant
has helped to secure some 1,500 jobs at Rover Auto-
mobiles and related jobs at the BMW facilities in
Berlin, Landshut and Steyr.

In cooperation with DaimlerChrysler, production
facilities are being set up at Campo Largo in Brazil,
where 1.4-litre and 1.6-litre engines will be built for
the new Mini and for the Chrysler Neon. This plant is
also due to go into operation in mid-2000. The joint
venture bears the name Tritec Motors Ltda. and is
expected to employ between 500 and 1,000 people
once full production capacity has been reached.
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At the BMW motorcycle plant in Berlin, the new

K 1200 LTand R 1100 S models were successfully
integrated into series production. Restructuring of
the assembly facility for two- and four-cylinder
engines started in 1998 and is due to be completed
by mid-1999., The aim of this restructuring is to sig-
nificantly improve the logistics and human resources
aspects of plant operations by centralising the parts-
dispensing functions and introducing a more flexible,
demand-oriented system of workforce deployment
to the various assembly lines. As part of the general
upgrade of the plant's facilities, a new painting plant
went into operation in 1998. The Berlin plant also
manufactures engine and chassis components for
the BMW product range and for the new Rover 75.

Expansion activities at Landshut in 1998 concen-
trated on the establishment of a competence centre
for lightwelight vehicle construction. As a first step
in that direction, a materials science laboratory for
magnesium has been set up.

The BMW plant at Eisenach works in close col-
laboration with the toolmaking shops in Munich and
Dingolfing and together these units offer system
solutions on the machine tools market. Customers
include other European car manufacturers besides
the BMW Group. In 1998, the plant qualified as
a so-called class-A supplier in accordance with
DIN 150 9004.

July saw the inauguration of the Wackersdorf
innovation park, which BMW shares with thirteen
components suppliers. BMW and its suppliers intend
to practice a new form of inter-company collabora-
tion, building up even more efficient structures of
manufacturing in order to achieve greater cost
savings. By the end of the year under review, 1,600
jobs had been created here; BMW plans to create a
further 400 through new projects. To date, BMW and
its associates have invested DM 400 million in the
55-hectare park.
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Slight drop in output at Rover Automobiles

In 1998, Rover plants produced 497,600 vehicles,
which represents a drop of just under 5%. Production
at the Longbridge plant near Birmingham fell by 18%
10 281,900 units. The Rover 200 and 400, the Mini
and the MGF are manufactured there.

Rise in production at Land Rover

The Solihull plant near Birmingham increased its out-
put of Land Rovers by 40,600 to a total of 168,500,
Primarily as a result of the introduction of the new
Land Rover Freelander. Production of the original
version of the Land Rover Discovery has ceased. Its
Successor, the Land Rover Discovery Il, went into
Production in October 1998, Total investment on the
development and manufacturing of the Discovery |l
amounted to around DM 400 million.

Preparations for production of the

Rover 75 on schedule

Owing to the imminent phasing-out of the Rover 600
and 800 models, output at the Cowley plant near
Oxford did not exceed 47,200 units last year.

The new Rover 75 is to be manufactured here
from spring 1999 onwards. Preparations for the pro-
duction of this model have progressed according to
plan.

Over DM 1 billion has been invested in the ultra-
Modern new Oxford plant for Rover Cars’ new flag-
ship, the Rover 75, which will be built to BMW Group
Quality standards.
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Order processing simplified and speeded up

A key success factor for the EMW Group has always
been the capability to control and speed up complex
procedures of logistics. “Time quality” was conse-
quently established as a further important criterion in
planned objectives pursued by the Group. Measuring
systems were implemented to monitor the entire
process chain from incoming order through to deliv-
ery of the completed vehicle. This clearly underlines
the importance BMW attaches to what customers
expect - in terms of delivery time, reliability and flexi-
bility.

The 1998 New Car Buyer Survey (NCBS) con-
firmed the success achieved: in comparison with all
direct competitors, BMW emerged as the brand
leader in respect of punctual delivery and acceptable
completion time.

In order to underpin this position still further,
structures, procedures and systems in production
and sales were substantially improved in 1998,
including the option of online ordering, introduced by
BMW in Germany in April. Use of the latest informa-
tion technology further simplifies and speeds up the
ordering process. Preparations are now under way to
implement online ordering in several other European
countries and the USA.

“Group Transport Logistics” as a new
integrated international function

All activities relating to transport planning, procure-
ment of transport facilities and services for vehicles,
materials and parts for both BMW and Rover Auto-
mobiles, including their financial and operational
controlling, are to be incorporated as of 1999 within
the corporate function “Group Transport Logistics”.
Preparations for this measure were initiated in the
year under review. The concentration of transport
volume and demand will allow fuller exploitation of
synergy potential, lower overhead costs, while at
the same time lessening the burden on the environ-
ment.
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Workforce at end of year 1998 1997
BMW Automobiles 76,026 72,020
Head Office and Munich plant

BMW Research and Engineering Centre (FIZ) 24,699 23,268
Dingolfing plant 19,522 19,067
Regensburg plant (incl. Wackersdorf) 8,740 7,313
Landshut plant 3,096 3,147
Eisenach plant 213 219
Berlin plant (excl. motorcycles) 498 484
Sales outlets 5,763 5,642
Steyr plant, Austria 2,293 2,176
Spartanburg plant, United States 2,217 2,046
Rosslyn plant, South Africa 3,201 2,794
Other facilities, V]

sales companies and investments 5,784 5,864
Rover Automobiles 36,821 39,172
Longbridge plant (Birmingham) 12,017 14,388
Solihull plant (Birmingham) 12,414 12,366
Oxford plant 3,620 3,693
Swindon plant 3,475 3,723
Gaydon Design and Engineering Centre 2,769 2,618
Other facilities,

sales companies and investments 2,526 2,384




Workforce. Markets and production facilities
are becoming increasingly interdependent.
The continuing process of globalisation
imposes a wide variety of challenges on the
company and its employees, especially in
terms of intercultural management, but also
exerting a tangible effect on the creation of

jobs in Germany.




BMW workforce

The four essential elements of BMW human
resources policy
International success and the preparation of new
products enabled BMW to expand its German work-
force by around 3,700 in 1998. With a total of 69,000
employees working for BMW AG, its German asso-
clated companies and Rover Deutschland, the work-
force in the company’s native country has never been
so large. Worldwide, the Group provided jobs for just
under 120,000 people in 1998, three times as many
as 20 years ago.

Consequently, human resources activities at
BMW in 1998 focused on four essential elements:
~ Market orientation and highly flexible systems
~ A systematic international approach to human

resources management

— Long-term safeguarding of employees’ skills
- Measures to stimulate innovation and creativity.

Market orientation and highly flexible systems
The scope of action needed to capitalise on market
opportunities is determined by the interaction
between production facilities in different countries,
the flexibility of technical and logistics processes and
by new systems of working hours, giving employees
greater flexibility. A cornerstone of BMW's strategy is
emphasis on the individual employee. It is the basis
for the long-term success of the company. In addi-
tion to promoting the performance and commitment
of staff at BMW, the human resources department
and its systems make a significant contribution
towards enhancing the capabilities of employees.

Specific elements of this approach include
BMW’s remuneration system (which incorporates
personal performance appraisal in the manufacturing
plants), new working and management structures,
extensive exchange programmes between Rover
and BMW plants, international assignments and
exceptionally flexible schedules of working hours.
The overall objective is to break down the rigid links
between the working hours of the individual
employee and the operating hours of the machines,
to the benefit of the company and the people it
employs.
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Introduction of such flexible schemes for working
nours is also the key element in a set of agreements
between Rover Automobiles and representatives of
the British trade unions. An agreement concluded in
December 1998 is expected to produce annual
savings of some DM 400 million by increasing plant
efficiency. The capacity of the Rover production facili-
ties can be utilised for up to 100 hours a week, in two
shifts. Work-shift models apply to a timeframe of
Monday to Friday, but allow Saturday morning working
at normal pay rates by prior arrangement, Working-
time credit accounts with a range of plus/minus 200
working hours will allow working time to be adapted
to the life cycles of the individual models.

The workforce at Rover Automobiles was reduced
In number by 2,350 (-6.4%) by December 31 1998 in
comparison with the previous year; further cutbacks
are planned for 1999. The pay increase of 3.2%
originally planned to take effect on November 1 1999
IS to be reduced to 0.8%. In compensation, working-
time accounts will be credited with one hour per
week. Similar measures will be applied with effect
from November 2000. The scheduled pay rise will be
reduced by 2.8 percentage points, and one more
nour’s credit will be granted per week. The regular
working week will remain at 37 hours. The set of
agreements also foresees the cancellation of various
bonuses and the reduction of pension costs.

These agreements represent a milestone for
Rover Automobiles and for British industry, and were
approved by a three-quarters majority of staff at all
Rover plants.
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BMW workforce

International approach to human resources
management

The process of internationalisation in human resour-
ces work is based on the following principles: Sharing
in the process of defining values and practices cre-
ates and determines the identity of the corporation.
National values are nevertheless retained and given
tangible expression as a desirable aspect of the
diversity to be found in a "multicultural culture”
BMW's worldwide presence has a considerable influ-
ence on the Group’'s human resources management,
giving the BMW Group various opportunities of using
expertise across and beyond national boundaries.

In 1998, joint principles of human resources
policy were established, along with policy guidelines
for management and cooperation within the Group.
The decentralised personnel systems and pro-
grammes are based on these principles and guide-
lines to ensure that they are put into practice.

Examples that illustrate international cooperation
in human resources management include transfers
between different countries, corporation-wide train-
ing courses and worldwide networks for projects.

The number of personnel assignments worldwide
has grown by a third. International orientation
workshops are held to prepare employees and their
families for a period of work in another country.
Internationalisation of the BMW Group has continued
with use of"International Management Training’,
which provides managers with the skills they require
when working in an international environment.

Long-term safeguarding of employees’ skills
In view of the fact that Germany has the world’s
highest labour costs and shortest working hours,
competitive advantage has to be sought in other
areas. Germany’s greatest asset is knowledge, which
in the case of BMW means the combined skills of its
employees. Staff training and development is there-
fore of the utmost strategic importance. And, for a
company with a strong international bias, this does
not apply to Germany alone, but to all countries of
the world.

There are numerous possibilities in this field, in-
cluding international recruitment of highly qualified
personnel, a wide variety of skills-enhancement and
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training programmes available in-house, and the
building up of a well-balanced staff structure.

Examples in the 1998 business year: More than a
thousand new apprentices started work at BMW AG,
23% more than five years ago. This continues BMW's
training initiative launched in 1997, which aimed
to gradually raise the number of training positions in
over 40 different professions to 3,000 by the year
2000.

Also in 1998, a new project with the title "Euro-
Apprentice”was launched. It gives BMW apprentices
an opportunity to work and train at Rover and to take
&xams to obtain the equivalent vocational qualifica-
tions there - in addition to the German skilled-trade
Qualifications.

The apprentice exchange programme between
BMW and Rover was further expanded. Its aim is to
Improve apprentices’ intercultural understanding and
encourage their independence, gualities that will
later enable them to work on a more international
Scale, In 1998, 80 BMW apprentices spent a total of
13 weeks at Rover during their training. In return,

45 Rover apprentices spent time at BMW. 729 young
employees are currently being trained at Rover.

In this way, BMW is helping to improve the current
Situation of apprenticeships in Germany and at the
same time assure the company a supply of suitably
qualified candidates for recruitment to permanent
Positions.

1998 saw the launch of DRIVE, an induction and
development programme for college and university
graduates with little (maximum three years) or no pro-
fessional experience. DRIVE stands for mobility and
activity and for entrepreneurial thinking and action.
640 young people embarked on this programme in
1998. DRIVE is a forward-looking, fast-track initiative
to strengthen and widen the capabilities of junior
members of staff with a view to establishing a pool of
Competent potential managers. From the very start,
emphasis is placed on practical experience, the
assumption of responsibility and producing results In
Concrete tasks. The programme is designed to be
highly individual and flexible, aiming to find the best
fit between an employee’s capabilities and the
requirements of company business.
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BMW workforce

Expenditure on training and development can be
compared to the budget of a small university: in total,
BMW AG invests over DM 123 million every year in
the education of its employees.

An increasing number of people at BMW are
using information technology to learn on an individual
basis. The online training market in the BMW Intranet
13 permanently open to all staff, wherever they may
be: at their desks, in the self-teaching centre, or at
home in the case of teleworkers.

BMW is one of the leaders in the field of voca-
tional and technical further training. A comparison
with external institutes shows that the cost of in-house
training Is on average about 20% less than the price
on the open market.

Rover's Learning Centre in Longbridge opened in
1998. Its purpose is to enable young employees to
gain additional qualifications, teach new, supplemen-
tary subjects to trainees and, above all, promote
life-long learning. The centre's facilities are open to
permanent staff, trainees and equally to external
stugaents.

Since May 1 1898, non-managerial BMW staff
aged 55 or over have had the option of entering into
a part-time working agreement with the company. it
allows employees to plan a gradual transition to full
retirement and helps the company to retain a bal-
anced workforce structure. It is particularly important
to ensure that the knowledge and experience of
older employees are passed on to their younger col-
leagues, thus safeguarding the company’s know-
ledge base.

The central element of the part-time working
agreement is that it covers two equally long periods
of time, one of full-time work and one of effective
retirement. In addition, BMW has made use of an
option in the collective bargaining agreement that
allows the company to define its own system of
remuneration, equivalent in value to that defined in
the standard agreement. This part-time working
agreement gives the young and the unemployed a
chance to find work when positions become vacant.
A similar scheme for management-level employees
was introduced as of January 1 1999,




Measures to stimulate innovation

and creativity

The expertise of the workforce, and above all their
Inherent potential to produce new ideas, is what
determines a company’s ability to innovate. If a com-
pany is to maximise its creativity, its employees must
be given the freedom and encouragement to develop
their individual talents, This is the objective of BMW’s
systems and models.

As part of its human resources strategy, BMW
actively promotes processes that accelerate change
N the interests of increasing efficiency. One aspect is
that BMW places great value on diversity, expertise
and creative freedom when selecting members of a
team, assessing their skills and initiating team
processes. This applies, for instance, to BMW's con-
tinuous improvement process, which has been in
practice for a long time, producing positive results.

To reinforce this drive for creativity, the company’s
suggestion scheme was completely revised in 1998,
In order to bring this classical innovation tool into line
with the principles of modern ideas management, a
New works agreement was concluded in 1998. The
new system is named “i-motion” and its objective is to
€stablish rapid, direct and unbureaucratic decision-
Making processes which will dramatically speed up
the processing of suggestions. The trials run at all
Sites of BMW AG were so convincing in their results
that the system will be introduced throughout the
Group in 1999.

The number of suggestions for improvement sub-
Mitted has risen once again, and now stands at over
54,000; the savings achieved as a result rose even
More steeply to some DM 99 million. A further 28,000
Or more suggestions were implemented that did not
lead directly to cost savings but created improve-
ments in quality, workflow and occupational safety.

A prime example of linking individuality and inno-
vative ways of working is teleworking. The teleworking
project TWIST (TeleWorking In flexible STructures),
Started in October 1995 in collaboration with the
Bavarian government involved some 400 employees
by the end of the year under review. The experience
of employing teleworking in research and develop-
ment departments has been extended to other, less-
investigated functions such as purchasing, logistics,
Material requirements planning and production

&




BMW workforce (foremen) and has proven to be extremely promising |
as a future form of working. The research study
accompanying the alternating teleworking project at
BMW is Germany's largest scientific investigation in
this field to date, and its findings can be accessed
openly on the Internet at http:.//www.twist. bmw.de.

The project also included the trial deployment of
CAx workstations for teleworking and the opening of
a satellite office, which allows employees in various
regional locations to make shared use of the work-

stations.
A company's success depends on the skills and

performance of its employees, and BMW believes in
the principle of fair reward. Conseqguently, the
employees'financial share in the company’s success
rose to its highest ever value: in 1998, a total of

DM 380 million was paid out. Above and beyond this
financial recognition, BMW would like to thank its
employees for their commitment and for their excep-
tionally good work.

Innovations in the field of human resources

1973 “lLearning shop” model as the basis for new working structures and teamwaork
Farticipation of employees in the company’s success
1978 Flexible working hours
1980 Establishment of financial savings with reqistered dividend riaht certificates
1983  Value-oriented human resources policy
1984 pward appraisal technigues introduced
1985  BMW maxims for action (guideiines of corporate culture) | !
1986  System of flexible working hours in Regensburg
(separation of machine operation and personal working hours)
1989  Portfolio process for the development of executives
Preference shares for employees
1990 BMW health insurance scheme |
1991  Teamwork in production
University prize: BMW Scientific Award
1992  Children's office and parents’ initiative "BMW Scamps”
1993 MNew system of flexitime (adaptation of working hours within several months) L
1994  Long-term human resources policy in the BMW Group
Part-fime initiative
1995 Fiscework replaced by pramiums
Teleworking pilot project |
1996  "Credit accounts”for working hours in production _ |
International management training throughout the Group
1997  Agreement on part-time work for older employees
“We at BMW", guidelines for workforce and management
1998 DRIVE - new recruitment and career-development proaramme for yvoung staff
"I-motion” - modern ideas management at BMW
Introduction of flexitime at Rover Automobiles




Research and Development ~
People Build Brands

—

The fascination of the carand the
aspiration to absolute perfection have
made BMW a company of global =
stature.The building ofthe FIZ
research and engmaering cantre in i
* the mid-eighties signalled a funda-
mental renewal of BMW’s develop- |
ment process. Parallelisation, inte—glﬁn-;- :
tion and communication are the gqul" S
ing principles of this process inno- e ,.
vation. A decade on, cumputaf-aidaﬂ" 3
engineering and simulation tech e
niques are. ravalutmnhing ‘“‘
opment Process : aﬂ er agair ;:_. i s
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The nature of the new

Companies thrive by constantly reinv'ting themselves. At BMW, the will

to innovate through continuous imprd®ment of products and processes,

as well as to adopt completely new aProaches, is a fundamental principle -
a mindset.

In its original meaning, disegno* o'ers a conceptual framework for tar-
geted management of constant chan'®. The motivation is to strive for the
unachievable ideal. The limitless pos5bi|ities of the conceivable have
always been the inspiration for hum? Creativity.

At the end of the 20th century, thi Creativity has been given a new high-
performance tool in the form of the ¢!Mputer. It is a digital workspace for
solving complex problems, a seedbel’or new forms of interactive team-
work on a global scale. BMW is banki'y on the intelligent symbiosis of these
innovative technologies with tried an'lested engineering know-how and
traditional craft skills.

Individuality and originality are h'"™Man qualities which are fostered
by BMW’s particular corporate and de‘ehpment culture. But they cannot
be digitised or reproduced by machin®-To recognise and experience an
original it takes the peculiarly human 2Culties of holistic perception, imagi-
nation, sensitivity and curiosity.
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Designing the future

Customers have become more
demanding, but also less predictable.
“Go down to the forest where the wild
beasts live" could be the motto of
design and development.To be close
to customers means getting inside
their skin and exploring their world.

Car making is increasingly a matter
of finding lucrative niches and supply-
ing exactly what is needed. ror exam-
ple, roads and driving habits are quite
different in Japan. The local office in
Tokyo makes sure the development
people back in Munich adapt the sus-
pension to take account of this. De-
signworks in Newbury Park, California,
and in Munich envisions all kind of
products, from spectacle frames and
nhones to mountain bikes — as a form
of hands-on exploration of the lifestyle
of various cultures. And at the newly
established Technology Office in Palo
Alto, BMW engineers are harnessing
the leading-edge technologies of
LOMOrrow,

Nowadays, market leadership can
only be achieved through knowledge
leadership. Innovation management
hegins with a goal-directed exercise in
assembling the relevant intelligence.
Understanding customers’ perception
of dynamics is a basic precondition for
being able to create a car which de-
livers the authentic experience of
dynamics.

Product development is an inte-
grated process which addresses cus-
tomer needs from start to finish. In the
end, the car is nothing less than an
expression of the individual’s lifestyle.
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Digitisation
Ergonomic analysis as a basis
for safety and comfort




' Stereolithography

Rapid prototyping process for
manufacture of structural
elements for assembly tests
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Architectural layout fosters

communication and innovation
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3-D measuring equipment
for measurement of complex
components at a precision
of 1/1000 mm
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Realising ideas

The countdown is running; the
starting point for every new model
is a comprehensive target cata-
logue, defining the precise techni-
cal and customer-related character-
istics of the vehicle. Nowadays, this
covers the entire life cycle of the
car - everything from road perfor-
mance, through cost of ownership
to recycling. It also describes the
quality of the car as experienced by
the customer.

This early stage of development
should produce as many different
potential solutions as possible.
Various teams work on alternative
basic concepts. The real creative
challenge is to resolve the many
conflicting goals of design ideal,
overall package and engineering
within the predetermined cost
framework.

Any of the prototypes that make
it to the short list could roll off the
production lines as a series model
within a few years. It is fascinating
how realistically these vehicles can
be developed in digitized models.
Computer-aided design, construc-
tion and simulation tools allow
accurate evaluation thanks to long
experience in comparing these new
techniques with conventional meth-
ods. Design studies and fully func-
tional concept prototypes can new
be built rapidly and efficiently.

By intelligently combining tradi-
tional craft skills and powerful com-
puter-aided development tools,
highly qualified technicians and
engineers are fashioning the cars
of tomorrow. Personal commitment
and BMW’s unique development
culture guarantee their individuality
and originality.

170

“Without design, no products. Without
products, no industry.” Buying a caris
mare than just a rational decision. The
emotions play a critical part as well.
Computers have done little to change
that. It all begins with a stroke of
genius, a bold design, the alluring flow
of the lines. Charcoal on paper, maybe
something scribbled with a felt-tip on a
napkin. The two-dimensional surface is
a wide open space for the imagination
to roam at will.

By adding the third dimension,
the computer opens up new worlds.,
With two or three mouse clicks, the
A-pillar can be rounded, the rear
stretched, the front emphasised. At
BMW, there must be a clearly formu-
lated objective behind every option.

In the end, the traditional clay model is
still the only way to achieve true per-
fection. It needs this direct interaction
between man and form for the final
touch that gives the new BMW its sin-
gular, brand-specific character.

While the design studio grapples
with the form, engineering is asking
such guestions as: metal or synthet-
Icg, standard parts or special pack-
age? With many thousands of compo-
nents, a cost difference of 20 pence
here or 1 mark there can easily be cru-
cial to the economic viability of a new
model. The computer keeps track and
shows at every stage whether the
costings are realistic.

The new Rover 75 is British to the
core. Its noble styling is seenin the
hardwood used as a structural ele-
ment in the cockpit, recalling the early
days of car-making. Cutting-edge
technology coupled with solid crafis-
manship in design and build achieve a
convincing synthesis of form and func-
tion,
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Digital contour model
Visualisation of three-dimen-
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Dummy head
Evaluation of interior acoustics
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Body in white

A combination of craft skills
and the latest technology - the
result is precision
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Accomplishing goals
After selecting the definitive con-
cept, the actual work of realisation
and construction begins. The
“Design And Package Freeze” is the
cut-off point for formulation of the
Precise model specifications. In
series development, from this point
on only minor modifications and
improvements are possible. Within
4 matter of months, and depending
on the model, up to 20,000 parts
have to be selected, made and
Mmatched. External suppliers and
System partners are increasingly
being integrated into the develop-
Mment process.

The digitally defined vehicle,

Modelled on the computer, makes it

Possible to establish and resolve
fundamental conflicts at an early
Stage, before the first panel is
shaped. While designers, design
engineers, ergonomists and elec-
tronics engineers search for opti-

mMum solutions in this shared digital

Workspace, the “digital car” is
assembled in a computer-simulated
factory. Critical phases of manufac-
ture can be checked in this simula-
tion, so that the individual stages
will mesh smoothly in series pro-
duction.

Two years before the production
lines start up, the new vehicle
“leaves” the virtual workshop for
the first time. The first hand-made
Prototypes are put through every
test imaginable to verify the com-
Puted results. This close and con-
tinuous interaction between com-
Puter-assisted development and
tests on the actual product assure
the future integrity of BMW cars.

"The new technigques and development
tools are superb. The legendary 12-
cylinder was only released by its devel-
opers when a coin stood on its edge
on the cylinder head wouldn't fall over,
even at full revs." It is still the case
today that the concept modelled on
the computer has to prove itself in real
day-to-day conditions.

Digital suns shed the cool light of
the Scandinavian winter to check the
guality of the finish. Almost anything
can be simulated: from a test drive on
the digitised Nurburgring to a virtual
crash. Today, even human behaviour
can be reproduced on the computer.
Who wants to open the doors and
get in behind the wheel thousands
of times? The ergonomic program
RAMSIS, in its incarnation as a digital
dummy, has learned over the years to
imitate the movements of driver and
passengers in cyberspace.

Computer networks and telecom-
munications bring a new guality to
cooperation with suppliers. It is a cen-
tral aspect of BMW R&D culture that
system partners are directly integrated
into the development team and can
work with them at the FIZ. There, they
not only have access to the current
project data, but can also tap directly
into the resources of their own com-
pany. This seamless integration has
made BMW'’s suppliers commitied
partners in the development and value
creation process.

The architecture of the FIZ complex
encourages communication: direct
discussions are conducive to creativity
and innovation. The close proximity of
office and workshops, the predomi-
nantly horizontal layout and the interior
design encourage an active exchange
of ideas - a tangible expression of
BMW'’s development culture.
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Finishing of seats
Fine craft skills are used to

finish prototypes individually
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Functional test under extreme

Engine test block
conditions
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Prototype manufacture
Production of individual
white bodies
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fdi  View

Crash simulation
Absolute fidelity of results

in comparison to the actual
crash test
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Rigidity analysis of underseal

'CAx visualisation
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GDEC Gaydon
Direct communication
increases efficiency
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Verifying results

Central to this phase of develop-
ment are preparations for series
production and final testing of pro-
totypes. The innumerable compo-
nents and subsystems, already
tried individually in extended test
series, must attain their specified
performance as an integral part of
the new car.

BMW cars have to meet quite
specific, subjective brand-related
customer expectations. Test engi-
neers, working with people from
the specialist departments, there-
fore pay particular attention to the
“brandworthiness” of the chosen
solution, as well as its full function
and performance.

The vehicle has to undergo
endurance tests under the most
extreme conditions and countless
fine adjustments if it is to meet the
strict criteria of the target cata-
logue both under the objective
scrutiny of the engineer and the
subjective viewpoint of the cus-
tomer. Only then will the new car
be released for production.

Simultaneously, preparations
for series production are under
way. Series tools are made, pro-
duction facilities equipped, the
logistics worked out and the lines
for series manufacture geared up.
In a preliminary series, hundreds
of vehicles are turned out to test
Production processes for the new
Mmodel and to train the first opera-
tives.

At the same time, steps are
taken to ensure that customer ser-
Vice in the dealerships will match
the high quality standards of the
New vehicle.

“Putting the soul in" is how test engi-
neers describe the final stage of devel-
opment. From the look of the elegant
body-line to the feel of the fine materi-
als, from the pleasing clunk as the
door closes, to the taut handling on
sharp bends - there must be an overall
harmony which satisfies all the senses.
Fine adjustment of the suspension
needs a touch that takes years of
experience to develop, and varies from
one model family to another.

The X5, the new "Sports Activity
Vehicle”, must be a true BMW - on any
kind of road. Specifically, it has to com-
plete the northern loop of the Nurburg-
ring in under nine and a half minutes. In
fact, 9 minutes and 29 seconds is the
best time achieved so far, thanks to
meticulous fine-tuning by highly quali-
fied technicians and engineers.
Sometimes, morale is boosted by a
small shipment of Bavarian beer and
sausages into the remote test areas.

Through team spirit you can
achieve anything, even the impossible.
The development of the Rover 75, for
example, presented some tough chal-
lenges. Engineers were working
against the clock to resolve certain
issues. But the new Bover has the dis-
tinctive profile that was desired. It Is
the foundation for a new generation of
Rover models.

BMW engineers often go the extra
mile to achieve the perfection they as-
pire to. The new Series 3 models, for
example, were taken down to southern
Europe to put the finishing touches to
the body-line in the uncompromising
Mediterranean light.




Rover 75
The Rover 75 on the test circuit




N s BMW X5
 The BMW X5 takes the
mountain test
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Distinguishing brands
Individuality is crucial to market
success. Well-defined brands are
priceless assets, founded on dis-
tinctive values. There is a fresh
interpretation of these values with
every new model that comes out
of research and development. In
this way, every product is a vehicle
for a distinct message.

The BMW Group offers a broad
product range of attractive and
distinctive brands. BMW'’s Ultimate
Driving Machine, Rover Cars
Relaxed Motoring and Land Rover’s
Best 4 x4 by Far express the indi-
vidual strengths which fuse in the
integral experience of form and
dynamism. BMW, Rover Cars, Land
Rover, Mini and MG - well-defined
brands - made by individuals.




Glossary

Computer-Aided Styling, CAS

Software for styling and visuali-
sation of high-grade exterior
surfaces and interiors.

Computer-Aided Technolo-
gies, CAx

Generic term for all software
used in computer-aided styling,
design and manuiacture.

Computer-Aided Virtual
Environment, CAVE

System for visualisation of
objects with 3D effects in virtual
reality,

Digital Car

All product data for a vehicle
resulting from the virtual devel
Opment process using com-
puter-aided construction and
calculation methods.

Digital Mock-Up, DMU
Vehicle model generaled and
visualised on the computer by
simulation of assembly tests,
production and servicing

Bk e
IHOCESSES.

Functional Integration

Integration of vehicle parts based

on their function. The objective is
o optimise the general vehicle
characteristics, such as comfort
and safety.

Innovation

New developments offering
customer benefits and market
SUCCEess.

Innovation Management
Management of resources and
processes for the efficient gene-
ration of ideas and innowvation.

QOutsourcing

Use of external suppliers for ser-
vices previously provided inter-
nally, for example development
work with system partners.

Package

The key internal and external
specifications of a vehicle,

as well as the designation and
integration of all components.

Production Simulation
Simutation of manufacturing
processes for oplimization and
planning.

RAMSIS

Software for 3D simulation of
human movement in and outside
the vahicle.

Rapid Prototyping

Generic term for all processes
that ensure minimum delay in
realisation of virtual parts, i. e.
those designed on the compute
during the development phase.

Re-engineering

Upgrading of development and
manufacturing processes by
increasing efficiency and reduc-
ing costs.

Stereolithography

A method used in Rapid Proto-
typing whereby a laser activates
photosensitive liquid plastics,
layer by layer, hardening them in
accordance with geometric
companent data

Simulation

Beproduction of behaviour of
real sysiems using mathematicat
models.

Target Catalogue
Document which describes
specifications of the car o be
met in development,

Telemetry

Transmission of measurement
data by wire, radio or other
means.

Virtual Reality, VR

Realistic, real-time computer
simulation in which the operator
experiences him- or herself as
parl of a digitally simulated enwvi-
ronment.
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Continued strong balance sheet growth
through financial services

The balance sheet total of the BMW Group increased
by 12.5% in 1998, to DM 59.9 billion, DM 6.8 billion
more than in 1997. Financial services once again
accounted for a considerable share of growth, with
DM 3.3 billion. The share of these services within the
balance sheet total increased by 1.1 percentage
points to 41%. Inventories made a substantial contri-
bution, with DM 1.6 billion, as did liquid funds, stated
at DM 1.3 billion.

BMW'’s industrial business is financed with a
higher proportion of capital resources than is the case
with financial services. The consolidated balance
sheet is correspondingly divided, in accordance with
legal provisions, into industrial business and busi-
ness with financial services. The balance sheet
structures of the two fields of business are explained
separately below.

Industrial business
Total assets in industrial business increased by
10.3%, or DM 3.3 billion, to DM 35.4 billion.

Investments in intangible and tangible fixed
assets, at DM 4.3 billion, were offset by depreciations
totalling DM 3.6 billion.

Investments amounted to 8.1% of sales revenue
from industrial business, with 85.3% covered
by depreciations. Once again, investments were
financed in their entirety from cash flow.

Inventories rose by 26.6%, and thus more
markedly than the balance sheet total. This was pri-
marily due to the increase of stocks at Rover. The
decrease in sales by Rover Automobiles led to a
decline in receivables from trade. Other receivables
increased as a result of financing of subsidiaries not
vet included in the consolidated financial statements.
Receivables, including prepaid expenses and tax
accruals, rose overall by 5.6%.
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Liquid funds increased by DM 1.3 billion in the year
under review. Net financial assets - liquid funds less
financial liabilities - increased by DM 386 million, to
DM 1.4 billion.

Due to the capital increase in 1998, the propor-
tion of capital resources in industrial business rose
markedly by 3.4 percentage points to 28.7 %, financ-
ing 66.4% of fixed assets. Including provisions,
BMW's own funds cover 151.8% of fixed assets.

Provisions rose overall by 2.4%, which was pri-
marily attributable to increased pension reserves.

Financial liabilities increased by 33.7% in com-
parison with the previous year. Other liabilities
remained virtually unchanged.

HO

G0 BMW Group
50
40

Industrial business

30 : 3
Financial services

20
10

o

Financial services

Business in financial services encompasses assets
and liabilities from sales financing within the BMW
consolidated balance sheet.

The balance sheet total in this field of business
increased by 15.7%, to DM 24.6 billion. Sales of used
cars led to a decline in leased products. Receivables
from sales financing, however, rose sharply, by 40.5%.
The share of leased products in the total assets of
financial services thereby fell by 9.4 percentage

points, to 46.9%.
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Balance Sheet structure
BEMW industrial business

Fixed assets
Inventories
Heceivables

Liguid funds
Balance Sheet total

Corporate funds
Provisions and accruals
Financial liabilities
Other liahilities

Balance Sheet structure
BMW Financial Services

Leased products
Receivables from sales financing

Balance Sheet total
Corporate funds

Liaiities from

sales financing

31,12, 1898 31.12.199¢ Change
LM million Do DM milhion B DM million %
15,274 4 H.E 15.234 475 40 (.3
f.470 2797 1.570 26.6

7,199 22.5
3,702 1.8

405 56
1,300 35.1

t

5.900 18.4 +

7604 215 4
5.002 142 .

35,350 100.0 32,035 100.0 + 3,315 10.3
10,140 287
13,048 36.9
3,629 10.3

8,533 24.1

8119 253 2,021 24.9
12 736  39.8 " a2 2.4
2715 8.5 i 14 33.7
465  26.4 | 68 0.8

11,532 46.9 11,962  56.3 - 480 -3.6
13,0472 Ba 1 9,283 43.7 + 3,759 40.5
24,574 100.0 21,245 100.0 + 3,329 15.7

2466 10.0 2129 10.0 | 337 15.8
22,108 Q0.0 19.116 Gi.0 +  2.992 T8

Leased products were valued at manufacturing cost
to the Group, less depreciation at the lower of cost or
market. Investments in leased products amounted to
DM 9.8 billion (DM 9.4 billion in 1997). Depreciations
totalled DM 5.8 billion (DM 5.0 billion in 1997). Sales
of used cars decreased residual book values by
DM 3.9 billion (DM 2.1 billion in 1997). The effects of
foreign currency translation lowered the value of
leased products by DM 0.5 billion (as against arise
of DM 0.7 billion in 1997).

BMW’s capital resources in business with finan-
clal services increased by DM 0.3 billion, the share in
total assets remaining at 10% as in the previous year.
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Segment report

The segment report details the activities of the BMW
Group according to fields of business and regions.
The separate segments are the business fields

of BMW Automobiles, Rover Automobiles, BMW
Motorcycles, Aero Engines and Financial Services.

BMW Automobiles and Rover Automobiles
account for the larger part of business within the
BMW Group. These business fields develop, manu-
facture, assemble and sell cars, including off-road
vehicles, as well as spare parts and accessories.

Products of the BMW brand are sold in Germany
by the sales outlets of BMW AG and by independent
authorised dealers. Rover products are sold in the UK
exclusively by legally independent authorised deal-
ers. subsidiary companies handle sales in the most
important foreign markets.

The BMW Motorcycles segment develops, manu-
factures, assembles and sells motorcycles, as well as
sSpare parts and accessories,

In the Aero Engines segment, BMW Rolls-Royce
develops, manufactures, assembles and markets
aero engines worldwide, including spare parts,

The Financial Services segment focuses on the
leasing of cars and financing credit for customers
and dealers. Only the interest expenditure from
financing of the leasing business is included in the
financial result of this segment; interest income from
financing credit for customers and dealers is stated
INn the segment result.

The activities of the BMW Group covering several
segments are essentially those of Group financing
and participating interests.

In the consolidated companies, receivables and
liabilities, provisions, income and expenditure
between the segments are eliminated.
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Segment information
by business

DM million

BEMW Automobiles
Rover Automobiles
BMW Matur'ﬁyclné
Aero Engines

Iﬁi;mrmial Services

Miscellaneous,
consolidated companies

BMW G'rnup

Segment information
by business

DA million

BMW Automobiles
Rover Automobiles
BMW Motorcycles
Aerc Engines

Financial Services

Miscellaneous,
consolidated companies

BMW Group

1l Interest expense from the financing of leasing business

External Intersegment

sales Sales

1998 1997 19488 1997
35,100 33,292 7,850 f,174
15,137 17,749 1,421 554
Fr s 1,103 2 2
707 210 16 13
10,780 {282 207 475
135 201 — 9,836 — 8,548
63,134 60,137 = .

Segment result

Financial resul

loss!] loss)

1994 S 1998 1997
3.807 3 044 110 103

_1.478 a8 395 _ 348

T 273 _

= 415 626 — 43 T
RA7 747 G721 607 1

13 16 269 124

2.807 3,293 - 731 - 765
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lotal

Saies

1998 1997
42,950 40,466
16,558 18,633
1277 1, 185
720 e 3
11,287 Fi Ty
- 9,701 8,347
63,134 60,137

Hesult from
ardinary business
activities

{098 1997
3,917 3,147
1,871 - 260
31 2
458 — BB2
175 140
282 140
2,076 2,528




Segment information
by business

DM million

BMW Autormobiles
Rowver Automobiles
BMW Motorcycles
Aero Engines

3 ir'uanc_:_um Services

Miscellaneous,
consolidated companies

BMW Group

Segment information
by regions

LM million

Germany

Great Eritaiﬂ

Rest of Europe

North America

Asia

Miscellaneous, _
Consolidated companies

BMW Group

Capital
expenditure

Depreciation and

amaortisation

1998 1997 1998 1997 1908 1997
19 152 18.077 2 638 o 708 2240 2 0GR
{1,157 10,826 1 426 1.601 1. 219 1.200

593 633 69 67 55 44
959 an7 115 a5 106 176

26 604 22 203 {2 44 14 12
1.459 734 2 5 1 G
59,924 53,280 4,262 4,520 3,635 3,543
Assels Capital expenditure External sales

1998 1997 1998 1997 1908 19G7
21 579 {g 164 1.088 2 ORR 18 133 15 834
13.938 i B 125 1,433 [ 619 10,982 10,885

6.141 5,123 146 253 14.070 13.490
10,089 9,355 549 ST 12 542 10,570
0 505 2 106 A 13 4,326 5741
5 652 5,399 138 163 3,081 3,617
59,924 53,280 4,262 4,520 63,134 60,137




The assets of the various business fields are speci-
fically those assets which have contributed to the
achievement of that particular segment result.

The segment information by region gives sales
figures according to customer domicile.

The same principles of accounting and valuation
are applied to the segments as to the Group in the
consolidated financial statements.

The item "Miscellaneous, consolidated compa-
nies” now includes, in addition to consolidated com-
panies and activities covering several segments in
the year under review, only the software activities of
the Group, since Kontron Elektronik GmbH, Eching,
is no longer part of the consolidation.

Investments covered by cash flow

Cash flow declined by DM 76 million in 1998. Total
cash flow was DM 4,849 million, which once again
fully covered investments in tangible fixed assets.
Net investments in leased products are 98.2%
financed by depreciations on leased products. The
continuing dynamic development of financial ser-
vices and the lower cash flows from operating activi-
ties resulted in additional financial requirements of
DM & billion. Cash flows from financing activities
totalled DM 6.4 billion. Liquid funds, adjusted to
account for currency translation, thus increased by
DM 1.3 billion.

Interest rates continue to fall

The central banks of the leading industrial nations
continued to uphold their expansive policies of recent
years. Key interest rates were reduced in both the
USA and the UK in 1998.

Interest rates on short-term loans consequently
fell in all important markets - including the USA and
the UK, where they had risen in 199/, In Japan, short-
term interest rates remained below the already low
level of the previous year.
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Cash Flow Statement
Ch million

MNet income
Depreciation of intangible and tangible fixed assets
Increase in pension fund provisions

Cash flow

Depreciation of leased products
Increase in other provisions and acruals
Income from the sale of fixed assets
Retained income of associated companias
Changes in current assets and liabilities
Inventories
Heceivables
Liabilities

Cash flows from operating activities
Investmeant in tangible fixed assets
Investment in financial assets

Investment in leased products (less disposals)
Increase in receivables from sales financing
Other

Cash flows from investing activities
Issue of new shares

Fayment of dividends for the previous year
Increase in bonds

Change in financial liabilities

Change in commercial papers

Other

Cash flows from financing activities
Influence of exchange rates on the value of liquid funds
Change in liquid funds

Liquid funds on January 1

Liquid funds on December 31

of which: marketable securities and notes
liguid funcis (as per Consolidated Balance Sheet)

19498 FEIE T

G03 1,246
3,635 3,543
311 RS15]

4 849 4 925

o, 740 4,983
302 1,094

5 47 39
38 13

- 1.,B81 - 20/
- el 1,299
BlD i 10
8,995 10,164

4 262 - 4,520

- 167 146
- H B44 = F A
4 015 - 1,170
290 T3

- 13,988 -12,896
2 Faan 28
397 - 297
2,003 500
2.2 1,069

i 976

= I 5
6,358 2,265

~ B 136
1,300 - 331

3. 702 41338
5002 3,702

i 218 [.244

3 784 2,458




Yearly average exchange
rates of major trading
currencies against the
mark

Index: 1993 = 100

The yields on long-term investments declined still
further in comparison with the year before. In
Germany, the yield - in respect of the interest rate for
ten-year loans - fell below 4% at year's end (5.4% in
1997}); in the UK the comparable figure was 4.4 %,
against 6.3% at the end of 1897,

In the countries which introduced the euro on
January 1 1999, a harmonisation of interest rates was
evident, on both short-term and long-term loans.
With long-term yields at around 4% at year’'s end
1998, short-term interest rates levelled out at 3.25%.
The interest markets had thus anticipated the intro-
duction of the new currency. In the UK, on the other
hand, interest rates for both long and short-term
financing were pegged well above the level prevailing
in the euro countries — still more so in the longer than

the shorter term.

150

140
130

120 Found sterling
L US dollar

100

90 Japanese yen
g0

Dollar and sterling remain high

The major trading currencies fluctuated to a lesser
degree against the mark in 1998 than in the previous
year.

The exchange rates amongst countries of the
EMU changed little, and have fluctuated in similar
proportion on currency markets for almost two years
now. The foreign currency market also in this respect
anticipated the introduction of the euro.

200




The pound sterling remained at an extremely high
level throughout the year under review. Its average
exchange rate for 1998 was DM 2.91, a further rise of
2.5% against 1997. In March, it peaked at DM 3.10,
then sharply declined to DM 2.74, concluding the
year at DM 2.80.

The US dollar strengthened slightly, its annual
average rising from DM 1.73 in 1997 to DM 1.76 In
the year under review. Following its peak at DM 1.85
in April, it weakened to below DM 1.59, before recov-
ering to its year-end exchange rate of DM 1.67.

The Japanese yen declined in value in relation to
the mark by 6%, with an average rate for 1998 of
UM 1.35.This devaluation was primarily due to the
structural problems afflicting the Japanese financial
sector, and to the drastic devaluations of other
south-East Asian currencies. The yen fell from
DM 1.48 in February to DM 1.20 in October, before
Increasing in value by more than 15% within only a
few days, to DM 1.40.

The external value of the mark against the major
trading currencies dipped slightly in 1998. This con-
tinued the depreciation of the mark in real terms;
since 1995 its value has fallen by more than 7%.

Financial requirements of the BMW Group
primarily for financing of sales

The BMW Group's need for external financing
derives from the continuous growth of business in
sales financing. It is catered for by loans and via the
International capital market. External financing is for
the most part acquired by BMW AG and its financing
companies in the USA, the UK, Belgium and the
Netherlands, and passed on to the respective oper-
ating companies.

In 1998, BMW issued three public bonds on the
iInternational capital market to ensure long-term cov-
erage of financial requirements. In January, BMW
Australia Finance issued a bond of 150 million
US dollars in value, with a time to maturity of 4 years,
In August, the value of the bond was increased by a
further 100 million dollars. BMW US Capital Corp.
acquired 300 million US dollars through a bond with
a 3-year maturity period. In November, BMW (UK)
Capital plc. made its first bond issue on the UK capi-
tal market, valued at 150 million pounds with a time

to maturity of 7 years.
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The Euro Medium Term Note Programme raised to

3 billion US dollars in 1996 was once again used in
1998 In several tranches, in various currencies and at
different volumes and times to maturity. Plans fore-
see extension of this successful financing instru-
ment.

BMW AG utilises a Commercial Paper Programme
of DM 1.5 billion in value to cover short-term financial
requirements, BMW US Capital Corp. similarly one of
3.5 billion US dollars in value, and BMW Coordination
Center N. V. one valued at 3 billion Belgian francs.

Currency and interest management

Derivative financing instruments serve to protect
BMW against interest and currency risks. These
instruments are used exclusively to balance transac-
tion flows in operative business,

Currency risks arise chiefly through deliveries of
vehicles and in international procurement of produc-
tion materials. Interest risks, on the other hand, arise
primarily through refinancing of the financial services
activities of the EMW Group.

Foreign currency forward contracts and options
are the main instruments used to hedge currency
risks. Cross currency swaps are also employed.

At year's end, hedging applied almost exclusively
to payments in Japanese yen, American dollars and
pounds sterling — currencies which greatly affect
Group results.

In the long term, BMW strives to balance currency
flows within the Group as fully as possible. Exiension
of production capacity in Spartanburg and increased
procurement in the USA reduced the Group's level of
dependence on the US currency. BMW is pursuing a
similar policy in respect of the pound sterling: deliv-
eries of BMW vehicles to Great Britain are compen-
sated for by deliveries of Rover Automobiles to conti-
nental Europe. Following introduction of the euro, the
two will virtually balance out.
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Interest swaps and forward rate agreements were
Predominantly used as precautions against interest
fluctuations. Caps and floors limit interest fluctuations
for BMW to a defined range. Funds raised on the
Capital market are adjusted by these instruments to
Meet specific business requirements in terms of
Currency, time to maturity and volume.

Controlling and risk limitation

All derivative financial business is carried out under
strict separation of the functions of trading, process-
Ing of settlements and controlling. The applicable
Organisational structures and procedures are pre-
Cisely laid down in detailed guidelines. Systems and
procedures are regularly reviewed internally and
externally, and correspondingly modified.

In order to minimise risks arising from derivative
business, transactions are carried out exclusively
through banks of the highest credit standing. BMW
Closely studies the assessments of leading rating
agencies, and respective maximum limits are set for
ndividual business with any given partner.

Successful capital increase

The capital measures decided upon at the Annual
General Meeting in May 1998 were concluded with
exceptional success. In the first step, bonus shares
were jssued at a ratio of 5:1, thereby increasing
equity capital by DM 198 million. Thereupon, share-
nolders were offered subscription rights to new
shares at a ratio of 12:1; this resulted in a further
increase of DM 99 million in equity capital. The com-
Pany thus acquired around DM 2 billion of fresh
capital.

5.5 million new ordinary shares and 0.4 million
new preference shares were issued through these
Capital measures. The number of BMW shares now
totals 25.7 million, of which 23.9 million are ordinary
shares and 1.8 million preference shares. Equity
Capital now totals DM 1, 287 million.
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The new shares carry a fifty percent dividend entitle-
ment in the year under review, and will thus be sepa:
rately traded on stock exchanges until the 1999
Annual General Meeting.

Setbacks on the stock exchange

Developments on the international stock exchanges
over the course of the year were extremely turbulent,
The bull market prevailing since autumn 1997 con-
tinued until mid-July, followed by a downturn which
led to a dramatic fall in stock quotations on some
markets. These setbacks were triggered by the eco-
nomic crisis in East Asia, and the severe currency
and debt problems in Russia. They were intensified
by indications of a weakening performance for the
US economy.

These international factors were also responsible
for the slump on the German stock market. Whereas
the DAX had reached record levels in the first six
months of the year —and an all-time high of 6100
points in July — it then fell victim to the developments
on international markets. In October, it dropped
below 3900 points —its level of November 1997, By
year's end, the DAX had recovered to reach 5002
once again - an increase of almost 18% for 1998 as
a whole,

The BEMW share prospered and suffered in accor-
dance with the overall market. Viewed after adjust-
ment, taking historical consideration of the two
measures of capital increase, the ordinary BMW
share reached an all-time high of DM 1,880 in July
1998. It was then caught up in the general stock-
market decling, falling briefly below DM 1,000 before
bottoming out at DM 910 in October - a value last
recorded in November 1997, The share then re-
covered to DM 1,293, a clear gain on its level at the
beginning of the year. The performance of the BMW
ordinary share thus once again outclassed the DAX.
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The value of the BMW preference share fluctuated in
similar fashion. Peaking at DM 1,272 in June, it fell to
DM 550 in October. By the end of the year, a recovery
had brought it back up to a level 8% higher than at
the end of 1997,

Owver recent years, the BMW share has thus
proved itself an attractive investment. Shareholders
who acquired BMW shares in early 1989 have bene-
fited from an average annual return over the last ten
years of almost 17% — and 18% over the last five
years. Federal loans and bonds have only yielded
6.5% and 5.4% respectively over the same period.

The proposed dividend of DM 20.00 for the BMW
ordinary share and DM 21.00 for the BMW preference
share will be increased by the 3/7 tax bonus for
shareholders domiciled in Germany to DM 28.57 for
the BMW ordinary share and DM 30 for the BMW
preference share. The total dividend for distribution
iIncreased by 15% from DM 397 million for 1997 to
DM 457 million for the year under review.
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1,200
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BMW preference shares were offered to employees
of BMW and its German subsidiaries for the first time
in 19889, as an instrument of voluntary capital forma-
tion. This opportunity was again available to staff in
1998, and almost 10,000 BMW employees acquired
shares. This brought the company an additional

DM 7 million in funds. Equity capital increased by

DM 497,000.
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BMW shares 1994 1945 1996 1997 1998
Ordinary share
Mumber of shares in thousands 18,409 18,409 15,409 18,4048 23,932
Stock exchange quotation in DM T
Year end G0 579 850 1,072 1,293
High 725 660 554 1,227 1,980
Wel", a9 hal) 586 811 910
Preference share
Number of shares in thousands 1,283 1,328 1,366 1,388 1,815
Stock exchange guotation in DM Y
Year end 42 403 ot i 24 a1l
High 516 465 592 H39 1272
L c g 372 404 565 550
Key data per share in DM
Dividend
Ordinary share 1250 1350 15.00 20.00 20,00 24
1.504
Preference share 13.50 14.50 16.00 21.00 21.00 49
| S0
Tax credit for shareholders
resident in Germany
Ordinary share 6.00 5.79 [.43 8.57 B.&573
Preference share 6.43 6.2 1 B.db 300 Q.00 H
DVFA/SG result 516 31.00 a1 .20 34 .80 - 10 40.30
Cash flow = 147 154 167 201 193
Shareholders’ equity =) 314 325 3564 403 454

I Closing prices on the Frankfurt stock exchange; retrospectively adjusted for the 1998 issue
of bonus shares at a ratic of 51 and for the 1998 capital increase at a ratio of 121

2t Proposal of the Board of Management

4 The most recent sharas from the 1998 capital increase carry a 50-percent dividend entitlement and
tax credit

4 Bonus

9 Retrospectively adjusted for the 1998 capital increase; weighting of shares according to dividend
entittement in the year of issue

6 Retrospectively adjusted in accordance with new DVFA/SG stipulations

71 Excluding unappropriated profil
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Assets

ntangible assets

Tangible assets

Financial assets

Fixed assets

Inventories

Leased products

Receivables from sales financing
Assets from sales financing
Trade receivables

Other receivables and miscellaneous assets
Marketable securities and notes
Liquid funds

Current assets

Prepaid expenses and deferred taxes

Shareholders’' equity and liabilities

subscribed camtal

Capilal reserve

Revenue reserves

Unappropriated profit avallable for distribution
Minarity interest

Shareholders’ equity

Registered profit-sharing certificates

Fension provisions
Other provisions

Provisions
Bonds

Liabiflities to banks
Trade payables
Cther liabilities

Liabilities

Liabilities from sales financing
Deferred income from leasing financing

Liahilities from sales financing

Deferred income

208

Motes

&)

(9}
(10
(10)
(11)
(12

(13)
Motes
(14)

(14)
(15)

(16

(17

(18]

(19)

(20)

31.12.19498
D& miillion

1. 12, 188 ¢

LXMW rullicn

14,216 | 4 214
S0 F05
15,274 15,234
7,470 , 900
11,632 1 1,962
13, 04 L 2835
:J"'j. ,::-.3' i & 7} .:"I"'! 1
4,963 1,091
2.2 251
1,218 | 244
HI"B":I :'."1:IZII.J
43,286 37,089
1,364 957
59,924 53,280

31.12.1998
DM million

A, 12l Tl

LM mulleon

1. 287 990
CM eyl | . BED
7.063 7 a7
457 alys
129 129
12,606 10,248
15 76

2 726 2415
10,322 Hamoiek
13,048 12,736
2.254 | 9504
1 375 ¢ 365
3. 564 Sy
4 752 4,627
11,950 10,915
21 425 |8 148
HE3 ga8
22108 19,116
137 189
59,924 53,280




Sales

Production cosis relevant to sales achieved
Gross earnings from sales

sales and marketing costs

General administration costs

Other operating income

OMher operating expensas

Met income from investments

Met interest income

Interest expenses from leasing financing
Hesult from ordinary business aclivities
[axas an ncome

(Ither taxes

Net income

Moles

(27

(28)

i

1998

DM million

63,134

53,007

!':}':_E 7

DA million
60,137

40 573

10,127
176

928

Rl Ay 2,140
1,800 | 606
20 G
318 23T
672 &)
2,076 2 52¢
s 0 7,
AR 128
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Intangible assets

Land, titles to land and
buildings, including buildings
on third-party land

Technical plant and machinery

Other plant, factory and office
equipment

Advance payments and
construction in progress

Tangible assets

shares insubsidiaries
Laans to subsidiaries

Investments in associated

companies

investments in other companies
Long-term securities

ther long-term loans receivable

Financial assets

Fixed assets

Acquisition and manufacturing costs

Depreciation/write-downs

MNet book values

1.1.1998 Translation Additions  Reclassi- Disposals 31.12,1998 Translation Current Disposals 31.12.1998 31.12.19498 31.12.14997
difference fications difference year | |
D million DM million DM million DM million DM million DM million LM million DM million D million DM million O million O million Ot miillicn
1,400 - 14 54 2 66 1,376 - 10 118 65 1,118 258 325
5,834 — 220 364 198 189 8,987 63 291 78 3,368 5,619 5.616
23,398 599 2,010 640 5 1G9 0B, 257 20,807 - 425 2,714 2,148 20,948 2,308 a1
3,746 - 118 611 17 479 3,777 — 86 512 4 64 2,901 876 807
2190 — 143 1,223 - 857 I 2,412 i =
_-lll/"‘““-"‘-—
41,168 -1,080 4,208 - 2 2,861 41,433 26,964 - 574 3,517 2,690
| 4 119 - 40 250 . 2
I ___‘!. e 0
2 17 fa t i -
L2 28 - 38 -
= i pa 23
i 5 21 160 = =
__.--F'/ﬂ‘...\""——
732 - 28 195 - 70 829 - 2 -
e Ve
43,300 -1,122 4,457 - 2,997 43,638 28,066 - 584 3,637 2,755
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Consolidated
companies

(1)

The consolidated financial statements have been
drawn up in accordance with the German Commer-
cial Code (HGB) and with German Stock Corporation
Law (AKtG).

For greater ease of international comparison, the
income statement has been prepared for the first
time according to cost-of-sales accounting princi-
ples. The figures in respect of the previous year were
adjusted correspondingly.

The consolidated companies are comprised of
BMW AG and, in principle, of all subsidiaries in the
Federal Republic of Germany and abroad. As in the
previous year, a total of 18 subsidiaries in Germany
and 117 foreign subsidiaries were included in the
consolidation.

84 subsidiaries (75 in 1997) were dormant or gen-
erated negligible business volume in the year under
review; these are not included in the consolidated
financial statements, since they are not material to
the Group’s financial and earnings position. As in the
previous year, five subsidiaries are not included in
accordance with Section 296 Subsection 1 Article 2
of the HGB. They are accounted for using the equity
method.

In addition, BMW Pensionskasse (Osterreich) AG,
Steyr, Austria, has not been consolidated because its
assels are assigned for a specific purpose.

The non-inclusion of subsidiaries lowers total
Group sales by 2.4%.

Three associated companies are accounted for
using the equity method. 7 associated companies
(9 in 1997) are not included in the consolidated finan-
cial statements because of their relative insignificance
to the Group's financial and earnings position. These
associated companies are stated at cost, less write-
downs where applicable, under Investments in other
companies.

A complete list of the Group’s shareholdings is
filed with the Commercial Register held at the
Munich local court (reg. HRB 42243). The principal
subsidiaries are listed on page 234.




The following companies are included in the con- Changes in the
solidated financial statements for the first time: consolidated group
BMW Financial Services Holding GmbH, Munich, (2)
BMW Servizi Logistici s.r.1., Milan, Rover Group
Belux S.A./N.V., Woluwe, Rover Financial Services
(GB) Ltd., Hook, Rover Financiering B.V., Vianen,
Rover Group Austria GmbH, Salzburg, and BMW FS
Funding Corporation, Wilmington. Due to its con-
tinued low volume of business, Kontron Elektronik
GmbH, Eching, left the consolidated group. The fol-
lowing companies are also no longer included in the
consolidation: Land Rover Belgium S.A./N.V,,
Woluwe, Rover Belgium N.V., Woluwe, BL Cars Ireland
Manufacturing Ltd., Dublin, Rover Ireland Sales Ltd.,
Dublin, BLM Finance S.A., Lausanne, and Land
Rover-Leyland International Services S.A., Lausanne.
The effect on the financial and earnings position
of the Group is not material.

iInvestments in subsidiaries are consclidated using Principles of
the net book value method. Under this method, the consolidation
cost of the investments is set off against the Group’s (3)
share of equity of the consolidated subsidiaries at
the time of acquisition or initial consolidation. Any
resulting positive differential amount in relation to the
net assets acquired is set off against revenue
reserves.
The same principles are applied in consolidating
associated companies under the equity method.
intercompany receivables, liabilities, provisions,
Income and profits are eliminated.




Foreign currency
translation

(4)

Principles of
accounting and
valuation

(5)

In the individual financial statements of EMW AG and
Its subsidiaries, receivables and liabilities are trans-
lated at the rate applicable on the transaction date.
Provisions are made for unrealised exchange rate
l0sses at the balance sheet date. Where foreign cur-
rency receivables and liabilities of non-German sub-
sidiaries have been hedged by forward exchange
contracts, they are valued at the appropriate hedging
rate.

In the consolidated financial statements, fixed
assets are translated at the closing rates of ex-
change, as are other assets and liabllities stated
in foreign currencies. Income and expenses are
translated at the average rate of exchange for the
yvear. Exchange differences arising from the transia-
tion of shareholders'equity are offset directly through
revenue reserves,

For the sake of greater clarity, individual items in the
consolidated balance sheet and the consolidated
income statement have been combined; they are
shown separately in the notes 1o the consolidated
financial statements. Separate items have been
added to the consolidated financial statements to
show the effects of sales financing.

The individual financial statements of BMW AG
and its subsidiaries in Germany and elsewhere have
been prepared using uniform accounting principles.
In order to ensure uniform valuation within the Group,
the tax-allowable depreciation and special reserves
which are included in the individual financial state-
ments of the consolidated subsidiaries solely to
comply with tax regulations are not included in the
consolidated financial statements. Discrepancies in
valuation principles by associated companies have
not been adjusted where the amounts involved are
negligible.

Purchased intangible assets are stated at cost
and written down using the straight-line method.
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Tangible fixed assets are carried at acquisition or
manufacturing cost less depreciation. Office and fac-
tory buildings are depreciated using the straight-line
method. Other depreciable tangible assets having a
useful life of more than three years are depreciated
using the declining balance method, switching to the
straight-line method as soon as the latter results in
higher depreciation.

Expenditure on low-value tangible assets is writ-
ten off in full in the year of acquisition.

Office and factory buildings, including utility distri-
bution systems permanently attached to buildings,
are depreciated in 8 to 25 years, residential buildings
INn 25 to 50 years, technical plant and machinery in up
to 10 years, other plant, factory and office equipment
predominantly in 5 years. For machinery used in
multiple-shift operations, depreciation rates are
increased to account for the additional utilisation.

Investments in non-consolidated subsidiaries,
associated and other companies are stated at the
lower of cost or fair value. Long-term loans are valued
at their current discounted net value.

Inventories of raw materials, supplies and goods
for sale are stated at the lower of cost or market.
Work in process and finished goods are carried only
at their direct material and production cost. Inven-
tories resulting from goods supplied by consolidated
companies include an appropriate portion of perfor-
mance-related production overheads. Write-downs
are made to cover risks arising from slow-maoving
items or technical obsolescence.

Manufactured products included as assets of the
Group's leasing companies are recorded at manu-
facturing cost as permitted for accounting purposes,
All other leased products are valued at cost. If the net
realisable value is lower, this value is used.




All risks identifiable on receivables and other assets
are covered by appropriate write-downs. Receivables
with current maturities which bear nominal or no
iInterest are discounted. No changes have been
made to valuations which are based on the compli-
ance with regulations applying to financial institu-
Lions.

Marketable securities and notes are stated at the
lower of cost or market at the balance sheet date.

Pension provisions are established inaccor-
dance with actuarial principles, using a rate of inter-
est of 5%. The new system of scales drawn up by
Professor Klaus Heubeck forms the basis of biomet-
rical calculation (RT 98), Other provisions take
account of all perceivable risks. Provisions are also
made for deferred expenses.

Deferred taxes are calculated on timing differ-
ences arising from the different treatment of trans-
actions for financial and tax reporting purposes.
Deferred tax assets and liabilities thus calculated are
netted. A net deferred tax asset balance arising from
deferred taxation in the individual financial state-
ments i1s not recorded. Deferred taxes arising from
consolidation adjustments are stated in accordance
with legal requirements.
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Intangible assets include subsidies for tool costs, Intangible assets

licenses, entry fees and software. (6)
|he additions to shares in subsidiaries relate primar- Financial assets
ily to the acquisition of softlab S| (UK), Warwick, the (7)

new foundation of BMW Hams Hall Motoren GmbH,
Munich, and BMW Milano, S.p.A., Milan, and capital
iIncreases at BMW Financial Services Iberica, E.FC.,
S AL, Madrid, Bayerische Motoren Werke Thailand
Co. Ltd., Bangkok, THEPSATRI Co. Ltd., Bangkok,
and BMW ltalia Renting S.p.A., Milan. Kontron Elek-
tronik GmbH, Eching, is no longer part of the consoli
dation; it is carried at acquisition cost under shares
In subsidiaries.

Disposals in shares in subsidiaries relate chiefly
to the initial consolidation of Rover Financial Services
(GB) Ltd., Hook.

Investments in associated companies relate to
the sub-group of Bavaria Wirtschaftsagentur GmbH,
Munich, Rover Finance Holdings Ltd., Redhill, and
UGC Limited, Oxford. The disposal in investments in
associated companies relates to the sale of shares
in EL-MOS Elektronik in MOS-Technologie GmbH,
Dortmund.

Additions to investments in other companies
mainly relate to capital increases at TRITEC Motors
L.tda., Campo Largo.

2




Inventories

(8)

Materials and supples
Work in progress
Finished goods and
goods for resale

Advance payments

Advance pavments received
[Ely

Assets from sales
financing
{9] Leased products

Receivables from sales financing

Customer loan receivables

- thereof with a maturity of more
than ane year; DM 7,968 million
(1997: DM 4,331 millicn) -

Other receivables

- theraof with a maturity of more
than one year: DM 94 million
{(1997: DM 6 million} -

Leased products include additions totalling

vl 12 THEE 31.12.1997
DM million DM million
832 G
908 1,03
6,295 G, 505
149 135
8,184 5,64
714
7470 5,900
31.12.1998 31.12.199;

DM million

DM million

B 11,962
12,767 8187

:-T:'__‘_. i ]
13,042 0. 28
24,574 21,245

DM 9,781 million (DM 9,392 million in 1997) and
depreciation totalling DM 5,740 million (DM 4,983
million in 1997). Disposals total DM 3,937 million
(DM 2,100 million in 1997). The differential amount
resulting from the translation of foreign currency
accounts was DM =534 million (DM 732 million in

1997).




31.12.1998 31.12.1897
Db miillion LA mallicn
lrade receivables 3,963 4. {91
thereof with a maturity of more
than one year: DM 1 million
{(18897: DM 114 million) -
Other receijivables and
miscellaneous assels
Receivahles from subsidiaries .07 4 LT

- thereof with a maturity of more
than one year: DM 226 million
(1997: DM 192 million) -

Recejvables from associated and
other companies in which an
investment is held 163 g2
—thereol with a maturity of more
than one year: DM O million
(1997: DM O million) -

Miscellaneous assets . 040 1,28
~ thereof with a maturity of more

than one year: DM 140 million

(1997: DM 244 million} -

2277 2161
6,240 6,242

Receivables from subsidiaries relate primarily to
financial receivables. Miscellaneous assets chiefly
include tax refund claims, deferred interest receiv-
ables, loans and shareholder rights.

31.12.1998 31.12.1997

Dk millicon D& million

Other securities 1,205 o2
MNotes 13 13
1,218 1,244

Other securities primarily include variable-interest
securities and shares in investment funds.
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Receivables and
miscellaneous assets
(10)

Marketable securities
and notes
(11)




Liquid funds
(12)

Prepaid expenses
and deferred taxes
(13)

Subscribed capital
and capital reserve
(14)

Liquid funds relate to cash on hand, deposits at the
Bundesbank, and cash in bank accounts.

31:12.1998 31.12.1997

Litd milhon R miithon

Prepaid expenses 247 106
Deferred taxes ) % 761
1,364 957

The subscribed capital of BMW AG amounts to

DM 1,287 million and comprises 16,121,843 ordinary
shares with a nominal value of DM 50 each, 225,000
ordinary shares with a nominal value of DM 100
each, 368,000 ordinary shares with a nominal value
of DM 1,000 each, and 1,815,237 non-voting prefer-
ence shares with a nominal value of DM 50 each. The
preference shares bear an extra dividend of DM 1 per
share. All shares are bearer shares.

In the year under review, the subscribed capital
was Increased from corporate tunds by DM 198.0
million, and by an ordinary capital increase of
DM 89.0 million.

The subscribed capital was furthermore in-
creased by DM 0.5 million through the issue of 9,940
non-voting preference shares to employees. As a
result, the remaining authorised capital of BMW AG,
which permits non-voting preference shares with a
nominal total value of DM 15.0 million to be issued up
to May 1 1999, amounted to DM 8.1 million at the bal-
ance sheet date.

The premium of DM 2,035 million from this capital
increase was transferred to the capital reserve.
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Revenue reserves consist of legal reserves of Revenue reserves
DM 2 million, the other revenue reserves of BMW AG, (15)

and the reserves set up from the net results of con-

solidated companies.

Minority interest represents the share of third parties Minority interest
INn the equity of consolidated subsidiaries. (16)

It includes minority shareholders interests In
BMW Rolls-Royce GmbH, Oberursel.

Changes in shareholders' equity:; DM milion  Shareholders’ equity
= f (17)

Balance as of December 31 1997 10,248

Dividend of BMW AG for 1997 - 397

Increase in subscribed capital

from corporate funds + 198

Increase in subscribed capital

from increase of share capital + 99

Transler to capital reserves

from increase in share capital 2 035

-

Changes in revenus reserves
Bonus shares 198

Transter from net income + 4486
oet-off of differences resulting from

capital consolidation = 1

- Currency translation adjustment 281

La 34

Unappropnated profit availlable for distribution + 457

Balance as of December 31 1898 12,606

The set-off of differences resulting from the capital
consolidation relates to the first-time consolidation
of Rover Financial Services (GB) Ltd., Hook.

The currency translation adjustment includes the
currency difference resulting from the translation of
shareholders’ equity.




Provisions
(18)

31.12. 19498

311219497

DM million O million

Fension provisions 2,726 2,417

Other provisions for:

[axes 485 1,022
Personnel expenses 1.433 11714
Ongoing operations 5,871 B.357
Miscellaneous 1,933 | B28
10,322 321
13,048 12,736

Pension provisions primarily involve commitments to
pay retirement pensions to employees of BMW AG.
The pension commitments are fully covered by pro-
visions. The new system of scales drawn up by
Professor Klaus Heubeck (RT98) was used to the full
amount of DM 127 million.

The provisions for personnel expenses mainly
cover profit-participation plans and bonuses, ex-
penses for employee anniversary gifts, outstanding
vacation entitlements, flexible work-time credits and
severance awards.

The provisions for ongoing operations chiefly
cover warranty obligations, outstanding invoices,
sales bonuses and volume discounts, as well as the
risk of losses on pending transactions.

Other provisions and accruals cover numerous
perceivable specific risks and Group commitments
for which the amounts involved are yet uncertain.
They also include provisions for maintenance
expenses required in the financial year but deferred
until the following year. Additional provisions have
been made for anticipated major repairs.
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31,12.1998 31.12.1997 Liabilities

thereot with “9}
a maturity of
U 10 over
| year 5 years
DM Dr"u"‘l FJM mA
miihiorn million mrilkicn nitlion
Bonds 2,254 H98 B350 1,959
Liabilities to banks 6% 1,009 179 7H6
Trade payables 3.569 3,560 - 3,573
Other liabilities
Liabilities on bills
accepted and drawn 122 122 | 08
Liabilities to subsidiaries 2849 247 = | 93
Liabilities to companies in
which an investment is held 113 113 — Q5
Liabilities to BMW employvee
welfare fund i1 - 8 GO
Miscellaneous liabilities 157 3614 102 4 162
~ thereof for taxes (455) (455} - (458]
thereot for social
Security (204} (204 - (149)
4 752 4,096 173 4 B27

11,950 9,272 1,187 10,915

Liabilities due in between one and five years total
DM 1,491 million.

Taken together with bonds stated under liabilities
from sales financing, bonds total DM 8,502 million
(DM 6,955 million in 1997),




Liabilities from
sales financing

(20)

Contingent liabilities

31.12.1998 a1, T8y
thereof with
a maturity of

up fo OvEr
| year 5 years
LI Lt Ot L]
millicn  million — million millicn
Liakilities from sales financing
Bonds 6,248 1,541 1,160 4,906
Liabilities to banks 9,344 5,844 1,295 8,034
—thereof secured by
real estate liens (23} (407
Trade payables 2,411 2417 1 B06
Commercial paper 3,063 3,063 - 2 B25
Other liabilities 359 278 20 0
21,425 13,137 #adih &3, 148
Deferrad income from leasing
financing GB3 Q68

22,108 13,137 2,475 19,116

The liabilities from sales financing serve to refinance
leased products and receivables from sales financ-
ing. Liabilities due in between one and five years total
DM 5,813 million.

Deferred income from leasing financing relates to
amounts not yet due under current leasing contracts.

31.12. 1998 4 i b O[3 T

OM million DA rmallioon
Guaraniees 151 125
Ciscounted bills of exchange 8

DM 17 million of this item (DM 15 million in 1997)
relates to contingent liabilities to subsidiaries.

Joint and several liability applies in the case of
investments in general partnerships.
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The net present value of future payment obligations
under rental and leasing agreements, totalling

DM 1,632 million, broken down by maturity dates, is
as follows:

31,12.1998

LD mullion
149399 a85
2000 - 2003 BY
after 2003 556

DM 99 miillion of this item relates to obligations to
subsidiaries.

Purchasing commitments for capital investment
projects amount to DM 1,253 million. There are no
other financial obligations.
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Net sales
(21)

Other operating
income

(22)

Other operating
expenses
(23)

Automobiles
Motorcycles
Leasing
Other sales

Federal Republic of Germany
nited Kingdom

Rest of Europe

MNorth America

Asia

Other markets

1998
D million

42,055
989
10,780
9,310

s —
[ ] ;
|..:.'|

|:[‘-"': mullion
v |

42,627
914

O I

J I'-'\.
9,136

63,134

18,133
10,982
14,070
12,542
4,32

3,081

60,137

63,134

Other sales primarily relate to sales of spare parts

and accessories.

Other operating income consists primarily of iIncome
from the release of provisions and accruals, income

from currency exchange gains, and income from the
release of write-downs on receivables.

Other operating expenses include expenses for the
additions to provisions, currency exchange losses
and write-downs on recejvables.
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1998 1897 Net income from
DM million LA miillicn .
investments
Income from investments q o (24)
—thereof from subsidiaries;
DM 7 million (1997 : DM O million)

Income from associated companies G& G0
Expenses from loss transfers b
Depreciation on investments in
subsidiaries 2 1

20 61

Income from associated companies includes the
Group’s share of the results of the sub-group Bavaria
Wirtschaftsagentur GmbH, Munich, of Rover Finance
Holdings Ltd., Redhill, and of UGC Limited, Oxford.

1998 1997 Net interest income
DM million LA rrillicn [25]

income from other securities
and long-term loans Fi 4
Jther interest and similar income ok R 1. BOY
- thereof from subsidiaries:

UM 74 million (1897: DM 33 millicn; -
Interest and similar expenses 1,794 1. &
- thereof to subsidiaries:

DM 19 million (1997 DM 8 million) -
Write-downs on long-term loans,
marketable securities and notes 2

318 237

Interest and similar expenses, together with the
Interest expenses from leasing financing, total
DM 2,466 million (DM 2,181 million in 1997).
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Interest expenses
from leasing
financing

(26)

Taxes on income
(27)

Net income
(28)

Interest expenses from financing business with
eased products are offset by iIncome which is
derived from the leasing instalments, and stated
under net sales.

Taxes on income include German corporation and
municipial earned-income taxes as well as compar-
able foreign taxes relating to income. Such taxes are
determined in accordance with the tax regulations
applying to the respective companies. In addition,
taxes on income include the deferred taxes resulting
from timing differences between the commercial and
tax balance sheels.

1 9985 1997
DM million DM milhon

Met income 903 1,246
Apprapriations of net income:
lransier to revenuea resarves 4485

4465 549
Unappropriated profit available
for distribution 457 397




Wages and salaries

social security,
pension and welfare costs
~- therecf for pension plans;
DM 552 million (1987: DM 4531 million) -

1998
DM mullion

617

1,915

* .l__' 11

Average number of employees per year;

Wage earners

L o [y et e -
oalaried employees

11,532

1988

72,114
43,813

10,825

115,927

109,615
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Total remuneration of
the Board of Manage-
ment and the Super-
visory Board

Auditors’ note of
confirmation

Subject to the approval of the proposed dividend at
the Annual General Meeting of Shareholders, the
remuneration of active members of the Board of
Management for the 1998 business year amounts
to DM 17.4 million (DM 17.5 million in 1997), and that
of former members and their surviving dependants
DM 3.0 million (DM 3.5 million in 1997), The total re-
muneration of the Supervisory Board for 1998
amounts to DM 2.5 million (DM 2.4 million in 1997).

The pension commitments to former members
of the Board of Management and their surviving
dependants are fully covered by an accrual of
DM 32.0 million (DM 24.3 million in 1997).

The members of the Supervisory Board and the
Board of Management are listed on pages 10 and 11.

Munich, March 1999

Bayerische Motoren Werke
Aktiengeselischaft

The Board of Management

The Consolidated Financial Statements, which we
have audited in accordance with professional stand-
ards, comply with the German legal provisions. The
Consolidated Financial Statements present, in com-
pliance with required accounting principles, a true
and fair view of the Group’s assets, liabilities, financial
position and net income. The Business Review of the
Group i1s consistent with the Consclidated Financial
Statements.

Munich, March 4 1999

KPMG Deutsche Treuhand-Gesellschaft
Aktiengesellschaft
Wirtschaftsprifungsgesellschaft

(Auditors)
Dr. Hoyos GroBe-Brauckmann
Auditor Auditor
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The Financial Statements of BMW AG, of which

the Balance Sheet and the Income Statement are
presented here, have been provided with the unre-
stricted confirmation of KPMG Deutsche Treuhand-
Gesellschaft Wirtschaftspriufungsgesellschaft
(Auditors), Munich. The Financial Statements are
published in the Federal Gazette and filed with the
Commercial Register of the Munich local court.
These Financial Statements are available from
BMW AG, D-80788 Munich, Germany.




Assets

Intangible assets
fangible assets
Financial assels
Fixed assets

Inventories

Trade receivables
Receivables from subsidiaries

Other receivables and miscellaneous assets

Marketable securities and notes
Liquid funds

Current assets

Prepaid expenses

Shareholders’ equity and liabilities

Subscribed capital
Capital reserve

o = e
HevenLes resen'as

Unappropriated profit available for distribution

shareholders' equity

Registered profit-sharing certificates

Fension provisions
Other provisions

Provisions

Liabilities 10 banks
Trade payables

| iahilities to subsidiaries

Cther liabilities

Liabilities

232

a1, 121908
DM million

:.I .:I |,. ||-'I.:!I.:.

= i
LN muillicn

Db million

2RO e
4.612 477
5.480 5383

10,381 10,166
F 57D 2 199

835 784
EA 4 ORI

146 11

961 218
1,254 Fa4

11,241 8,791

21 24

21,643 18,981
31.12.1998 31.12.1997

L mulhion

287 34
FBE0 GAl
JoE } G2%
457 5

9,256 6,950
Fi= 76
Eattatw 2,264
4 737 | BOA
7,294 7,077
£ 52
1,458 | 447
1 585 | 1k
1,966 [t
5,018 4 878
21,643 18,981




Sales

FProduction costs relevant to sales achieved

Gross earnings from sales
Sales and marketing costs
General administration costs
MMher operating income
Other operating expenses

Met income from investments
Met interest income

Result from ordinary business activities

laxes onincome
ther taxes

Net income

Transfer to revenue reserves

Net income available for distribution

14998 | Q97

DM million L mlhion

38,780 35,870
34,667 5

4,113 4,329

2,438 2 360

549 538

846 014

1,092 63

H 86

183 o

1,072 1,250

492 S ate

11 36

269 629

112
457 397




Major subsidiaries of EMW AG Shareholders’ Income Capital

as of December 31 1998 equity 1 Investment
Wi, DM MWic., M N e
Domestic
BMW Finanz Verwaltungs GmbH, Munich 515 15 100
BMW Financial Services Holding GmbH, Munich 383 449 100
BMW Bank GmbH, Munich 341 24 8l4;
EMW Rolls-Royce GmbH, Oberursel 9 261 4 G5
BMW Maschinenfabrik Spandau GmbH, Berlin 126 21 100
BWMW Ingenieur-Zentrum GmbH & Co., Munich 97 2 1 00
softlab GmbH fir Systementwicklung und

EDV-Anwendung, Munich (516} 1 100
BMW Maschinenfabrik Spandau GmbH & Co.

Anlagen und Betriebs oHG, Berlin 39 G 100
BMW Leasing GmbH, Munich 4 a1 0 1 Q0
Rover Deutschland GmbH, Neuss 4 14 0 100
BMW Fahrzeugtechnik GmbH, Eisenach 2] 0 100
EMW INTEC Beteiligungs GmbH, Munich 4 (0 100
BMW M GmbH Gesellschaft {ur individuelle

Automobile, Munich 4 2] 0 100

Foreign

BMW Coordination Center N.V., Bornem 489 72 100
BMW (South Africa) (Pty) Ltd., Pretoria 271 41 100
BMW Finance N.V., The Hague 256 €18 100
BMW Overseas Enterprises N.V., Willemstad 101 2 | O
BMW Osterreich Holding GmbH, Steyr 1,288 58 100
BMW Motoren GmbH, Steyr 270 L 100
BMW Austria Gesellschalt m.b.H., Salzburg 94 2l 100
BMW Holding B.V., The Hague asts 468 100
BMW (LUS) Holding Carporation, Wilmington, Del. 9 2,215 a7h 100
BMW Japan Corp., Tokyo 346 14 100
EMW France 5.A., Bois d'Arcy 194 69 100
BMW Italia 5.p. A, Milan 140 86 100
BMW Canada Inc., Whithy 138 24 100
BrW Australia Ltd., Melbourne, Victoria 116 27 100
BMW (Schweiz) AG, Dielsdorf 95 49 100
BMW Belgium S.A/NNV., Barnem Fir 2f PO
BEMW Ibenca 5. A, Madrnid £ il 100
BMW Nederland B.V., The Hague 50 11 100
BMW (UK) Holdings Ltd., Warwick 4. 790 -1,1498 | ()
Rover Group Ltd., Warwick 2,886 1,420 100
BmMW (GB) Lid,, Bracknell G19 403 100
BMW (LK) Capital plc., Warwick H3 H 100
RHover Halia 5.p. A., Bome B 22 100
Rover Espana 5.A., Madrid 31 13 100
Rover France S.A., Argenteuil 23 2} 100
Rover Portugal Veiculos e Pecas Limitada, Lisbon | 6 3 1 00
Rover Japan Ltd., Tokyo 6 - B7 100

N The values correspond with the indimwidual financial statements, prepared in accordance with the respective
country's regulations, and do not show the companies' contribution to the consolidated financial state-
ments. Equity and income of companies outside the Federal Republic of Germany are converted using the
exchange rate on the balance sheet date.

2 Less than DM 500,000

B Profit and loss transier agreament with a subsidary of BMW AG

4 Profit and loss transfer agreement with BMW AG

“ Consolidated including EMW's operative US companies
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Annual General Meeting

of Shareholders May 18 1999
Intermediate Report end of July 1999
Letter to shareholders end of January 2000




Sales
Change

Froduction - automobiles
Group
BMW Automobiles
Rover Automobiles

Deliveries to customers — automobiles
Group
BEMW Automobiles
Rover Automobiles

Production — motorcycles 4
Deliveries to customers - motorcycles

Workforce at end of year

Invesiment

as % of sales
Depreciation
Cash flow

- [ I =
as % of investmen

Fixed assets
Assels from sales financing
Uther current assets and prepald expenses

subscribed caphal

Hesgrves
Capital rasarve
Hevenue resarves

shareholders’ equity

gy P e e
R.'.I':" AT !'__l '-:{\.;.'!'-E =.]-'.lq'.l':."i'{.-

Dept/equity ratio
Industrial business
Financial services

Long-tarm borrowings
Long-term capital

as % of fixed assets
Liabilities from sales financing

Balance sheet total

Personnel costs
per employee

Hesult from ardinary business activities

Taxes

MNel income

Met income of BMW AG available for distribution

Hincl, Rover Automohbiles from March 18 1994

2l whole of 1994: 487,298

Shwhoie of 1994 466,661

Nincl. F 650 assembly al Aprilia S.p.A. from 1993

CM million

L4
0

Lnits
units
unis

units
Linits
Linits

Lrils
units

LB rmilion

J.7
x.l:l

Om million
LN million

y
hri'e

DM millicon
DI millicn
DM millicon

O million

DM millicn
0A myglhicin,
DM millhon

LM millicon

L
Ll

4
[ K

S
DM million
DM million

o

DM millicn
DM million

LA rmilhicn
BLY

DM million
DM million
DM million
DM million

1989

511,476
511.476

526,462
b6, 462

66,267

1,820

6.9
| o248
2,263

1 24.3

4,343
744

3,594

5371

84.3

S0.0
14,1
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Business press

Tel.: +49 89 382-24118
Fax: +49 893 82-2 4418
e-mail business@bmw.de

Investor relations

Tel.: +4989382-242 72

-2 5387
Fax: +4989 3 82-244 18
e-mail rebmw.de

Further information on the BMW Group is available on
the Internet under:
hitp://www.bmw.com




BMW Publications
The following selection of publications, in German

and English, provides you with further information on
BMW and Rover Automobiles.

To order, fax +49 893 82-2 44 18
or via e-mail under publications@bmw.de

Stationen einer Entwicklung BEMW: Die ersten 75 Jahre
The BMW Story: The first 75 years

Alle BMW Automobile — Serienmodelle seit 1928
All BMW production cars since 1928

Alle BMW Motorrader — Serienmaschinen seit 1923
All BMW production motorcycles since 1923

Einsteigen bei BMW. Zukunft gestalten
Join BMW - and shape your future

BMW Umweltbericht
BMW Environmental Report

BMW ist das Unternehmen Mobilitat
BMW - the mobility enterprise

A Brief History Rover Cars*
A Brief History Land Rover*
A Brief History Mini*
A Brief History MG*

BMW AG Werk Munchen
BMW AG Munich Factory

BMW AG Werk Regensburg
BMW AG Regensburg Plant

BMW AG Werk Dingolfing
BMW AG Dingolfing Plant

BMW AG Werk Landshut
BMW AG Landshut Plant

BMW AG Werk Berlin
BMW AG Berlin Plant

BMW Fahrzeugtechnik GmbH Eisenach
"to order, fax +44 1926 48 22 88
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