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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Forward-looking statements in this Annual Report:

This annual report contains forward-looking statements that reflect our current views about
future events. The words “anticipate,” “assume,” “believe,” “estimate,” “expect,” “intend,” “may,”
“plan,” “project,” “should” and similar expressions are used to identify forward looking
statements. These statements are subject to many risks and uncertainties, including an
economic downturn or slow economic growth, especially in Europe or North America; changes in
currency exchange rates and interest rates; introduction of competing products and possible
lack of acceptance of our products or services; competitive pressures which may limit our ability
to reduce sales incentives and raise prices; price increases in fuel, raw materials, and precious
metals; disruption of production or delivery of new vehicles due to shortages of materials, labor
strikes, or supplier insolvencies; a decline in resale prices of used vehicles; the ability of the
Chrysler Group to reduce costs, especially in light of restructuring activities underway at some of
our major competitors in the NAFTA region, and to respond to shifts in market demand towards
smaller, more fuel efficient vehicles; effective implementation of cost reduction and efficiency
optimization programs, including our new management model; the business outlook of our equity
investee EADS, including the financial impact of delays in and potentially lower volume of future
aircraft deliveries; changes in laws, regulations and government policies, particularly those
relating to vehicle emissions, fuel economy and safety, the resolution of pending governmental
investigations and the outcome of pending or threatened future legal proceedings; and other
risks and uncertainties, some of which we describe under the heading "Risk Report" in this
Annual Report and under the headings “Risk Factors” and “Legal Proceedings” in this Annuai
Report on Form 20-F filed with the Securities and Exchange Commission. If any of these risks
and uncertainties materialize, or if the assumptions undertying any of our forward looking
statements prove incorrect, then our actual results may be materially different from those we
express or imply by such statements. We do not intend or assume any obligation to update these
forward looking statements. Any forward looking statement speaks only as of the date on which
it is made.

"o
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DaimnlerChrysler Group

2006 2005 2004 06/05
Amounts in millions of £ % change
Revenues 151,589 149,776 142,059 +1
Western Europe 50,122 47,337 48,845 th
thereo!: Germany 22,198 20,948 22,315 +6
NAFTA 75,347 77611 73,266 -3
thergof: United States 63,925 67,015 64,232 -5
Other markets 26,120 24,828 19,248 +5
Employees (at yeai-end) 360,385 382,724 384,723 -6
Investmants in property, plant and equipment 5638 6,580 6,386 -10
vResearrch and de;elopmer;tiexpenditbre T o 5,331 5,_64_9 56?3— N %
Cash provided by operating activities 14,018 12,353 11,060 +13
Operating profit 77 5,517 5,185 5754 e
Net income 3,227 2,844 2,466 +13
per share (in €) 3.6 2.80 243 +13
Total dividand 1,542 1,527 1,519 +1
Dividend per share {in €) 1.50 1.50 1.50 Q
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2006 2005 2004 06 /05
Amounts in millions of € * change
Mercedes Car Group
Opeiating profit (loss) 2,415 (505) 1,666
Revenues 54,579 50,015 49,630 g
Investments in property, plant and equipment 1,663 1.679 2,343 +2
Research and development expenditure 2,176 2418 2,634 -10
Unit sales 1,251,797 1,216,838 1,226,773 +3
Employees (Dec. 31) 99,343 104,345 105,857 -8
Chrysler Group
Operating profit (toss] [1,118) 1,534 1,427
Revenues B T T T 47,116 50118 49,498 s
Investments in property, plant and equipment 2892 3,083 2,047 -6
Research and development expenditure 1,638 1,710 1,570 -4
Unit sales 2,654,710 2,812,993 2,779.895 -4
Emplovees (Dec. 31) 80,735 83,130 84,375 -3
Truck Group
Operating profit 2,020 1,606 789 +26
Revenves C 31,988 30,368 75,207 B +5
Investments in properly, plant and equipment 907 e 638 -6
Research and development expenditure 1023 942 789 BT
Unit sales 536,956 529,499 420,644 +t
Empioyees (Dec. 31) 83,237 84,254 82,633 -1
Financial Services
aﬁerm‘ing ;;rom ' o o m T o 1,714 T 7T47687 T 1,25G o7 +17 7
Revenues 17,154 15,439 13,639 +11
New business 52,981 48,152 50,857 +10
contract volume T 13,297 117,724 107,399 T
Investments in property. plant and equipment 29 a5 1 -38
Employees (Dec. 3y 10,718 1,120 Nn2za T
Van, Bus, Other
QOperating profit 13 1,00 1,020 -14
Revenues 13,439 14,835 13,972 -9
investments in property, plant and equipment Ty 886 680 50
Research and development expenditure 494 577 451 -14
Unit sales 305,001 315,567 304,359 -3
Employees (Dec. 31) 39,400 51,093 52,792 -23
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Uit Sales Soucture
Mercedes Car Group
A-/B-Class 23%
C-/CLK-/SLK-Class  26% ]
E-/CLS-Class L R - -
§-/CL-/SL-Class/SLR/Maybach % l
M-/R_—/_G_l.:/G-C!qss o o - }4*1 o .
smart 8% |
Chrysler Group
Passenger cars 25%
Light trucks 20% .
Sports tourers 10% A
Minivans 18%
SUvs 7%
Truck Group
Trucks Europe/Latin America ~  26% } . o
Trucks NAFTA 39%
Tucks Asia L ;

S
Vans - T
Vario 2% e
Sprinter __ e '_
Vito/Viano 37%
Buses S T T T o T
Mercedes-Benz 24% “
Setra 6% o "
Qricn 2% 1 .
Ghassis 8% RN
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Qur Portfolio

Mercedes Car Group

The product portfolio of the Mercedes Car Group ranges from the premium automobiles
of the brands Mercedes-Benz, Mercedes-Benz AMG, Mercedes-Benz Mclaren and
Maybach to the high-quality small car, smart. The Mercedes Car Group is a technology
leader in the automotive industry and sets new standards for safety and comfort.

Chrysler Group
The Chrysler Group comprises the Chrysler, Jeepz and Dodge brands. Its product
portfolio includes passenger cars, sports tourers, minivans, sport-utility vehicles and fight
trucks. Chrysler enthuses its customers with pioneering concept cars and the bold
implementation of these ideas in its series models. The Jeeps brand now offers a complete
range of vehicles. Customers of the Dodge brand appreciate above all their vehicles'
style, performance and high utility.

Truck Group

As the world's leading manufacturer of trucks, the Truck Group develops and produces
vehicles of the Mercedes-Benz, Freightliner, Sterling, Western Star, Thomas Built Buses
and Mitsubishi Fuso brands in a global network. The Truck Group’s attractive variety of
brands is based on excellent and technologically leading products as well as tailored
services.

Vans

Our Vans unit supplies vehicles ranging from the Vito/Viano to the Sprinter to the Vario.
These vans feature an extremely high degree of versatility, allowing great scope for
specialization and adaptation to suit every customer’s needs.

Buses

The Buses unit supplies buses for urban, overland and tourist applications, as well as
bus chassis, from the brands Mercedes-Benz, Setra and Crion. DaimlerChrysler is the
world's market leader for buses above 8 tons and has a full-line product portfolio: from
minibuses to double-deckers to articulated buses. And Orion, our urban-bus brand in the
United States, is the world's leading producer of hybrid buses.

Financial Services

With worldwide operations, the Financial Services division provides leasing, financing,
fleet management and insurance for all of the Group’s automotive brands. The
DaimlerChrysler Bank in Germany also offers investment products and credit cards.

10/242




MAYBACH

Mercedes-Benz

CHRYSLER

———— Jeep

®» @ B

FREIGHTLINER)

Mercedes-RBenz FUSO

TRUCKS

X EETRR /5;,7‘;:7

DaimierChrysier Bank [ Chrrier ik ] Mercedes-Benz Financial DaimlerChrysler Truck Financia!

Commitment to Excellence | OQur Portolio | 3

11/242




Contents

m

2%

0

NG

Commitiiert to
Facel'eres

)

Our Pertfolio

Contents

Chairman’s Letter

Board of Management
Commitment to Excellence
important Events in 2006
DaimlerChrysler Shares

S % T S
PATEE % I A=l o S S

[E%]
[

DaimterChrysler is committed to
excellence in all of its activities.

In this chapter, you will find fundamental
infermation and examples of the
DaimlerChrysler world. A series of picturcs
shows DaimlerChrysier's attractive products
and the excellent processes that stand
behind them.

38 79

anazerent Roporn

Overview
Business and Strategy
3 Profitability
6 Liquidity and Capital
Resources
62 Financial Position
%3 Overall Assessment
of the Economic Situation
¢ Events after the End of
the 2006 Financial Year
67 Risk Report
74 QOutlock

o Lx G
AN o]

Lt

The Management Report is prepared

in accordance with German Accounting
Standard DRS 15 and is audited by
independent auditors.,

In this chapter, the Board of Management
provides information on the business
situation, the Group's finances. cash flow
and profitatility, and the cpportunitias
and risks of future developments.
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20 Overview

37 Mercedes Car Group
5+ Chrysler Group

v 4 Truck Group

2. Financial Services
@ Van, Bus, Other

DaimlerChrysler comprises four
divisions.

This chapter describes the busingss
developments of the divisions. In addition
we report here on new groducts, majer
investments and the measures we have

initiated te enhance quality and efficiency.
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DaimlerChrysler is committed to the
principles of sustainability.

This chapter provides details of the Group's
cross-divisional activities. Economic,
ecoiogical and social responsibility are the
basis of our actions.
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The systern of corporate management
and supervision at DaimlerChrysler is
oriented towards the German Corperate
Governance Code and international
standards.

This chapter explaing the functions, inter-
actions and cempensation of the bodies
of the company, cspecially the Board of
Management and the Supervisory Board.

Conseliceted finarcial
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Registered Public
Accounting Firm
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Statements

140

DaimlerChrysler's consolidated financial
statements are prepared in accordance
with US Generally Accepted Accounting
Principles (US GAAP) and are audited
by independent auditors.

In this chapter, the conselidated financial
statements are shown in full detai.
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Chairman’s Letter

3% Tl (b,

For DaimlerChrysler, the year 2006 was characterized by two opposing trends.
In the North American market, the Chrysler Group posted a significant loss due
to a dramatic shift in market demand. In contrast, we posted strong earnings
at the Mercedes Car Group, the Truck Group and Financial Services.

rs

Although the Group’s earnings surpassed last year's results, they came in below
our original target due to the downturn at the Chrysler Group. As a result, we did
not completely earn our cost of capital last year. That’s an unsatisfactory perfor-
mance, given that our goal is to earn considerably more than our cost of capital
over the long term.
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Our comprehensive Recovery and Transformation Plan for the Chrysler Group,
which we presented on February 14, has two main components. The Recovery Plan
consists of a package of measures that will enable us to restructure our business
operations in the short term to restore profitability. The strategic Transformation
Process aims at redesigning the Chrysler Group’s business model in such a way
that it will remain profitable in the long term, even under difficult market conditions.

In order to optimize and accelerate the presented plan we are looking into further
strategic options with partners beyond business cooperation in specific areas.

At the Chrysler Group, we are continuing the product offensive we began in 2006.
The ten new models we launched last year, the majority of which did not arrive in
dealerships in volume until the latter half of the year, will be followed by eight
more in 2007. Many of these new models will satisfy the increased demand for more
fuel-efficient vehicles with lower emission levels.

The Mercedes Car Group is back cn track. 2006 was an all-time record year for
sales. The new CL, GL and E-Class models are delighting our customers. Plus,

we have two more exciting new models coming in the spring of 2007: the new C-Class
and smart fortwo. In addition, thanks to our CORE program, we significantly
improved quality and reduced costs as well as boosting productivity by 10 percent.

We’ve also sharpened the profile of the Mercedes-Benz brand. Inspired by our rich
heritage, we are putting a strong emphasis on the level of appreciation our Mercedes
customers experience every time they come into contact with our people or products.

The combination of all these measures - more efficient processes, first-class
products and an even stronger brand - ensured that 2006 improved on a difficult
2005. The Mercedes star is starting to shine brightly again!

To make this possible, we have had to work hard and, in some cases, experience
painful cutbacks. But our success demonstrates that our approach was the right
one. It also inspires us to become better still.

Commitment to Excellence | Chairman’s Letter | 7
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The Truck Group’s record earnings were also the result of a combination of outstanding
products and a successful efficiency-enhancing program we call “Global Excellence.”
Through innovative technologies, such as Active Brake Assist and BLUETEC, we con-
tinue to underscore our leadership in key areas such as safety and environmental
protection. Our new hybrid-drive Fuso Canter is the cleanest light truck on the world
market.

The Truck Group is also making substantial progress in the implementation of its
program to harmonize processes and components across its global brands - creating
powerful synergies from development all the way through production. As a result,
we have created the conditions that will enable us to achieve sustained success,
despite the cyclical nature of the commercial vehicle market. 2007, in which

we expect a double-digit decline of the U.S. and Japanese markets, will test the
effectiveness of our measures.

Our Buses unit remains the undisputed global market leader, and we've maintained
the strong market position of our Vans unit.

DaimlerChrysler Financial Services seamlessly continued its positive growth, increasing
its earnings for the fifth year in a row. Increased efficiency and improved pro-
cesses more than compensated for the dampening effect of rising interest rates.

Qverall, we are making solid progress in our efforts to create more efficient structures
throughout DaimlerChrysler. Thanks to the new management mode!, we are estab-
lishing standardized processes in Group-wide administration. These processes will
reduce the administrative work of our operating units, which, in turn, will become
faster and more efficient. They will also bring the performance of our administrative
activities up to our industry’s benchmark level.

We experienced intense and comprehensive change at DaimlerChrysler in 2006.
But there was, and is, no alternative but to strive for continuous improvement through-
out our giobal enterprise.
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We fully realize that we're demanding a great deal of our teams. That’s all the more
reason | want to thank all our employees, on behalf of the Board of Management,
for their hard work and dedication. Without their expertise, professionalism and
personal commitment we could not succeed in our mission,

Passion, respect, integrity and discipline - these are the four core values that
guide our actions. They create a binding set of guidelines that help us to ensure
that our behavior satisfies the strictest ethical standards.

This means that compliance is an integral component of our corporate culture.

It also means that we strive to achieve a sustainable balance between individual
mobility and climate protection. We take our commitment to help preserve the
natural resources that are the foundation of life on earth very seriously. That’s why
we're intensively working on developing realistic future-oriented solutions that

will further reduce the fuel consumption and emissions of our vehicles.

As a global company, we are also aware of our shared responsibility for the well-
being of society as a whole. We know that we must achieve a balance of economic
success, social responsibility and effective environmental protection to deliver
superior results in the long term. That is the objective of our Commitment to Excel-
lence, and why we have chosen it as the motto of our Annual Report 2006.

We owe it to our unique heritage to achieve excelience.
We owe it to our customers.
And we owe it to you, our shareholders.

DaimlerChrysler is doing everything possible te live up to its commitment to excel-
lence - and | invite you to join us as we strive to achieve our goals.

Yours sincerely,

S AT

Dieter Zetsche

Commitment to Excellence | Chairman's Letter | 9
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More expression and value.

The new Chrysler Sebring embodies a modern spirit like almost no other car in its segment.
The Sebring's elegant exterior lines bring expressive design to the mid-size market, while the
interior's modern, clean appearance features a strong focus on quality, detail and execution.

Purposeful technology makes life easier and safer, while making the overall driving experience
more enjoyable.and.adding value for customers. ‘
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Important Events in 2006
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The new Mercedes-Benz Museum in Stuttgart-Untertirkheim

January

DaimlerChrysler presents new management model.

The new management model is designed to promote the Group’s
ongoing integration, to focus its business on core processes,
and to foster collaboration within the Group. The goal is to create
a lean structure with optimized and stable processes, allowing
DaimlerChrysler to achieve its full potential.

February

Start of financial services for Fuso.

With the foundation of Fuso Financial in fapan, the Financial
Services division extends its activities in the field of financing
commercial vehicles in Asia. The new unit supports the sale of
trucks and buses of the Mitsubishi Fuse brand throughout Japan.

March

Focus on the smart fortwo.

The Board of Management decides on a package of measures
designed to give the smart brand sustained success and profit-
ability. This includes discontinuing production of the smart forfour
and integrating smart into the Mercedes-Benz organization,
The new smart fortwo will be launched in 2007,

24

Production of the Mercedes-Benz E-Class in the new plant in Beijing

April

Launch of the new Sprinter.

The new Sprinter van features numerous technical innovations.
It combines appealing design with exceltent functionality and
extremely high levels of safety and comfort.

DaimlerChrysler plans to sell 7.5% of the shares in EADS.
After receiving the approval of the Supervisory Board, the Board
of Management initiates all the necessary measures to dispose
of 7.5% of the shares in the European Aeronautic Defence and
Space Company (EADS) by means of a forward sates agreement.
The shares are sold in January 2007.

May

Opening of new Mercedes-Benz Museum.

The new Mercedes-Benz Museum in Stuttgart-Untertiirkheim is
the biggest automobile brand museum in the world and an
architectural highlight. Together with the adjacent Mercedes-Benz
Center, it forms an exciting ensemble in which visitors can
experience the fascination of the Mercedes-Benz brand.

June

Launch of the Dedge brand in Europe.

With its distinctive design and SUV-like shape, the Dodge Caliber
is the first Dodge-branded vehicle on the European market, It will
be foliowed by additional models such as the Dodge Nitrg in 2007.
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Presentation of the new Mitsubishi Fuso Canter Eco Hybrid

Presentation of the new CL-Class.

The new Mercedes-Benz luxury coupe combines peertess
exclusivity and ambitious design with trailblazing technology
and perfect driving pleasure.

July

Presentation of the Canter Eco Hybrid.

This new light truck from Mitsubishi Fuso features a parallel
hybrid drive system with a turbo-charged diesel engine and an
electric motor that can be used either alone or in conjunction
with the diesel engine. The Canter Eco Hybrid is the most
environmentally friendly series vehicle in its class, and is highly
attractive due to its low fuel consumption and emissions.

Announcement of losses at the Chrysler Group.

In the context of publishing the figures for the second quarter,
DaimierChryster announces that a loss of up to €500 million is
now anticipated for the Chrysler Group in the third quarter.

September

DaimlerChrysler reduces profit guidance for 2006.

Due to the difficult market situation in the United States, a third-
quarter loss of €1.2 billion is now expected for the Chrysler Group,
and a loss of approximately €1 billion for the full year. As a resuit
of reassessing the Chrysler Group's profitability, the outlook for
the DaimlerChrysler Group for full-year 2006 is reduced to an
operating profit in the magnitude of €5 billion.

The new smart fortwo

Opening of preduction plant in China.

In cooperation with Beijing Automotive Industry Holding Company
{BAIC), DaimlerChrysler opens a plant in Beijing for the production
of the Mercedes-Benz E-Class and the Chrysler 300C. Assembly
of the new Mercedes-Benz C-Class is also planned for this plant.

October

Mercedes Car Group and Truck Group report record earnings.
The Mercedes Car Group more than doubles its third-quarter
operating profit to around €1 billion. The Truck Group improves
its third-quarter operating profit by 57% and achieves its be-
st-ever result from operating activities.

E320 BLUETEC launched in the United States.

The application of a modular exhaust-gas cleaning system allows
fuel consumption up to 30% lower than for the same vehicle with
a comparable gasoline engine. The E320 with the BLUETEC engine
is the cleanest dieset car in the world and the first diesel vehicle
to fulfill the strict BIN 8 emission standards in the United States.

November

World premiere of new smart fortwo.

The second generation of the smart fortwo is unveiled on a depart-
ment store rooftop in Stuttgart. Two of the new car's key features
are its newly developed engines and even higher standards of
passive safety.
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DaimlerChrysler Shares

Ongoing positive development of international stock markets | DaimlerChrysler’s share price

increases by 8% in 2006 | Focus on key stock exchanges | More than 70,000 shareholders use our

Personal internet Service

Development of DaimlerChrysler's share price and relevant indices

Stock-exchange data for DaimlerChrysler shares

End of End of a6 /05
2006 2005 % change
DaimlerChrysler share price (in €] 46.80 43.14 +8 ISIN DEQOO7 100000
German securities identification number 710000
DAX 30 6,597 5,408 +22 CuUsIp D1668R123
Dow Jones Eurp Stoxx 50 4,120 3.579 +15 Stock-exchange abbreviation 3103 4
Dow Jones Industrial Average 12,463 10,718 +16 Reuters ticker symbo! DEX_(;n.DE, GCX.N
Nikkei 17,226 16,11 +7 Bloomberg ticker symbol DCX:GR
Dow lones Stoxx Aute Index 290 231 +26
S&P Automobiles Industry Index 121 24 +29

Upward trend for international stock exchanges. The generally
robust state of the world economy and the stable development of
companies’ profits were reflected by further share-price increases
on international stock markets in 2006. The Dow Jones Euro Stoxx
50 rose by 15%, the Dow Jones Industrial Average by 16% and the
Nikkei by 7%, while the DAX actually gained 22%. Global stock
markets fluctuated sharply during the year, however. Following
significant gains in the spring, sales of stocks in May led to
falling prices. This was partially a result of profit taking, but also
because many investors were concerned about increasing
evidence of inflationary tendencies and the incipient weakening
of the US economy. Other negative factors were the high oil
price at that time of well over US $70 per barrel and the conflict
in the Middle East. But demand for stocks increased in

the second half of the year and prices rose again significantly.
The German stock market displayed a particularly positive
development in 2006, profiting from its attractive valuations
relative to other markets and also from a significant
brightening of the country’s economic outlook.
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The S&P Automobiles Industry Index (of automobile manufacturers
and suppliers in the United States} and the European Dow Jones
Stoxx Auto Index each returned an above-average performance,
although the share prices of the various European and US
automobile producers increased for very different reasons.
Whereas some stocks rose following the announcement of
corporate restructuring measures, others climbed due to solid
earnings or positive profit forecasts for the coming years.

And prices of some companies’ stocks benefited from the
acquisition of large numbers of shares by strategic investors.

In 2006, the US index S&P Automobiles Industry rose by 29% and
the European Dow Jones Stoxx Auto Index climbed by 26%.

Positive development of DaimierChrysler’s share price.

After DaimlerChryster's share price had closed the year 2005 in
Frankfurt (Xetra trading} at €43.14, the upward trend of the
previous months continued in the first few weeks of 2006.

By the middle of February, the price had risen to €50. But
DaimterChrysler shares were not immune to the generally weaker
market environment in the spring. In addition to the incipient
growth slowdown in the United States, there was pressure to sell
due to industry-specific factors such as ongoing intense com-
petition in the US automobile market, the high oil price and rising
interest rates. The earnings situation and expectations for the
Chrysler Group were also a burden. By the end of June, the price
of DaimlerChrysler shares had therefore faflen to €37.01. This
was its lowest level for the year, as many investors became
convinced that too much weighting had been given to the negative
factors and that the shares were attractively valued considering
their earnings potential and dividend yield.
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As a result of this increased demand, DaimlerChrysler shares
recovered a large part of their tost ground by the middle of
September and developed better than the market as a whole.
The upward trend was interrupted by the announcement

of a reduced earnings outlook for the Chrysler Group and the
DaimlerChrysler Group on September 15. But after a brief

phase of sideways movement, the share price continued to climb.
Demand from investors was supporied by the positive development
of business at the Mercedes Car Group and at the Truck Group.
From the end of June until the middle of November, the price

of DaimlerChrysler shares increased by nearly 30% to €48. This
devetopment was significantly better than that of both the
German stock market and the international autormnotive sector.

At the end of Novemnber, the positive stock-market sentiment was
dampened by the significant weakening of the US dollar against
the euro. This prompted investors to sell shares in companies
with high volumes of business in the dollar zone, consequentially
putting pressure on DaimlerChrysler’s share price. By the end

of the year, the share price had overcome this temporary weaker
phase. The closing price at the end of 2006 was €46.80 in
Frankfurt {Xetra trading) and US $41.41 in New York. Following
slight increases at the beginning of 2007, DaimlerChrysler's
share price rose sharply after the Annual Press Conference on
February 14, 2007.

Share price index
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Stock-exchange listings focus on major trading centers.

In recent years, trading in DaimlerChrysler shares has increasingly
concentrated on specific stock exchanges. For this reason,

we analyzed our worldwide stock-exchange listings from a cost-
benefit viewpoint in 2006. One of the factors we took into
consideration was the impact of the listings on the complexity of
our administrative processes. On June 20, 2006, we announced
the discontinuation of listings at 12 stock exchanges in the United
States, Japan and Europe. Effective December 30, 2006,
DaimlerChrysler shares are now only listed on the stock exchanges
in Frankfurt, New York (NYSE) and Stuttgart.

Broad shareholder base. DaimlerChrysler has a broad
shareholder base of approximately 1.3 million shareholders.
At the end of 2006, the largest shareholder was the Kuwait
Investment Authority with a holding of 7.1%. In total, institutional
investors held 72.4% of our equity and private investors

held 20.5%. Around 75% of our capital stock was in the hands of
European investors and around 17% was held by US investors.

In the German DAX 30 index, DaimlerChrysler shares were
ranked in fifth position at the end of 2006 with a weighting of
6.47%. o the Dow Jones Euro Stoxx 50 index, our stock was
represented with a weighting of 2.1%.

Global trading volume in DaimterChrysler stock amounted to
approximately 1.9 billion shares in the year 2006 (2005: 1.7 billion),
of which 96 million were traded in the United States (2005:

111 million} and 1,779 million in Germany (2005: 1,577 millicn).
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Statistics

Statistics per share

End of End of
2006 2005 06/05 2006 2005 06/05
% change € € % change
Capital stock {in millions of €) 2,673 2,647 +1 Net income (basic) 316 2.80 +13
Number of shares {in mitlions) 1,028.2 1,018.2 +1 Net income (diluted) 34 2.80 +12
Market capitalization {in billions of €) 48.12 43.9 +i0 Dividend 1.50 .50 0
Number of sharehelders (in miliions) 1,3 1.5 -13 Stockholders’ equity {Dec. 31) 33.22 35.80 -7
Weightings in share indices Share price: year-end 46.80° 43.14" +3
DAX 30 4.47% 7.00% high 50.09" 45.65" +10
Dow Jones Eurc Stoxx 50 2.10% 2.20% low 37.01" 30.20°' +23
Long-term credit ratings 1 Frankfurt Stock Exchange
Standard & Poor's BBB BBB
Moody's Baa? A3
Fitch BBB+ BaB+
Dominion Bond Allow) Allow)

Extensive Investor Relations activities. As in the prior years,
the investor Relations department provided timely information on
the Group to analysts, institutional investors, rating agencies

and private shareholders.

Our communication activities for institutionat investors and
analysts included roadshows in the major financial centers of
Europe, North America and Asia, as well as a large number

of one-on-one meetings in Stuttgart and Auburn Hills. We carried
out presentations of the Group at the international motor

shows in Detroit, Paris and Geneva. On January 24, 2006, we
held a conference call, simultaneously transmitted on the Internet,
to inform the capital market about our new management model,
which is designed to improve the Group's competitiveness and to
allow further profitable growth. We also arranged regular
conference calis with live Internet transmission to provide infor-
mation on our quarterly results and irmportant changes at the
Group. The key areas of capital-market communication included the
Group’s current development, the outlook for full-year 2006
(which was adjusted in the fall as a result of new information on
profitability at the Chrysler Group) and the strategic orientation

of the Group.
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In order to provide information on specific divisions, we carried
out two all-day information events for analysts and investors: the
Mercedes Car Group Division Day and the Truck Group Division
Day. The top management of these two divisions presented their
strategic and operational goals and activities and explained them
in detailed discussions. The two events were transmitted live

on the Internet in order to make the information available to all
sharehelders simultaneously. The Mercedes Car Group Division
Day began with a statement by the Chairman of the Board of
Management on the topicai issue of the Group’s earnings

trend following the adjustment of our profit guidance for the
Chrysler Group. This timely and very open style of communi-
cation was given a very positive reception by the capital market.
At the Truck Group Division Day, the Truck Group presented
itself for the first time with details of its long-term return goals,
products, innovations and technologies. These Investor
Relations events were rounded off with presentations and

test drives of new models from the product ranges of the
Mercedes Car Group and the Truck Group.
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Shareholder structure as of Dec. 31, 2006

By type of shareholder By region
Kuwait Investment Authority 7% _ Germany 43.6% '\\
Institutional investors 72.4% 7 Europe excluding Germany 30.9% S
Retail investors 20.5% } LJSA 17.2%

'

Enhanced Investor Relations website presence. As part

of DaimlerChrysler’s corporate website, the Investor Relations
section at www.daimlerchrysler.com/investors is accessed
approximately 40,000 times a month, equivalent to around 1,300
visits each day. 41% of visitors access the German version and
59% access the pages in English.

We improved the user friendliness of our Internet information
service for sharenholders in 2006, giving it a clearer navigation
structure, additional tools and enhanced visual appeal.

Strong visitor interest in the Annual Meeting. Approximately
8,100 shareholders attended the Annual Meeting of Daimler-
Chrysler AG at the International Congress Center (ICC) in Berlin
on April 12, 2006. Nearly 39% of the equity capital was
represented at the Annual Meeting. In the voting on the nine
items on the agenda, the Annual Meeting adopted the
recommendations of the management with large majarities.
More than 40 shareholder spokespersons asked a total of

over 300 questions at the Annual Meeting, which were answered
by the Board of Management and the Supervisory Board.

In addition, DaimlerChrysler’s shareholder service replied by
telephone or e-mail to some 5,900 inquiries about the

Annual Meeting and other issues connected with our stock.

Rest of the world B.3% s

Shareholders go online. Cur electronic information and

communication service, which we are continually expanding and

improving for our shareholders, is becoming increasingly popular:

- The number of shareholders registered in DaimlerChrysler’s
Personal Internet Service increased slightly in 2006 to more
than 70,000.

- Around 45,000 shareholders (2005: 35,000} received their
invitations to the Annual Meeting by e-mail instead of by post
in 2006.

- Approximately 26% of all entrance tickets to the
Annual Meeting were ordered online,

- Around 21% of all sharehotders who exercised their voting
rights at the 2006 Annual Meeting used our Internet Service.

- And more than 50,000 shareholders have already decided
to have their documents for the 2007 Annual Meeting sent
by e-mail.

As part of the Investor Relations department’s comprehensive
approach, the “Personal Internet Service” provides support

to our shareholders on all aspects of the Annual Meeting. In this
way, we make it easier for shareholders to exercise their voting
rights, as well as cutting costs and protecting the environment
by reducing the use of paper.

The Personal Internet Service is also available to shareholders with
other attractive functions outside the period of the Annual Meeting,
acting as an additional platform for electronic communication

by Investor Relations. For example, it allows personal data in the
share register to be viewed and updated online. In addition,
shareholders can obtain information on the Group in electronic
forrn even more conveniently than before,

Access to the Personal Internet Service and further information on

it can be found on our website at
https:/ /register.daimlerchrysler.com.
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Business and Strategy

The DaimlerChrysler Group

DaimlerChrysler AG was created in November 1998 through the
merger of Daimler-Benz AG and Chrysler Corporation. The Daimler-
Chrysler Group can look back on a tradition covering more

than one hundred years and featuring pioneering achievements in
automotive engineering by both of its predecessor companies.
Today, DaimlerChrysler is a leading supplier of superior passenger
cars, sport-utility vehicles, sports tourers, minivans and pickups,
as well as the world’s largest manufacturer of trucks over 6 tons
and buses over 8 tons. DaimlerChrysier also holds an equity
interest in the European Aeronautic Defence and Space Company
(EADS), one of the world's leading companies in the field of
aerospace and defense technology.

With its strong brands and a comprehensive portfolio of vehicles
ranging from small cars to heavy trucks, supplemented by tailored
services along the automotive value chain, DaimlerChrysler is active
in nearly all of the world's countries, and has production facilities

in a total of 21 countries. The worldwide networking of research
and development activities and production and sales locations
gives DaimlerChrysler considerable potential ta enhance efficiency
and gain advantages in an internationally competitive market.

Of DaimlerChrysler’s total revenues of €151.6 billion in the year
2006, 33% was generated by the Mercedes Car Group, 31% by
the Chrysler Group, 19% by the Truck Group, 9% by the Financial
Services division and 8% by the Van, Bus, Other segment.

At the end of 2006, DaimlerChrysler employed more than
360,000 people worldwide.
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The products supplied by the Mercedes Car Group range from
the premium vehicles of the Mercedes-Benz, Mercedes-Benz
AMG and Mercedes-Benz McLaren brands to the Maybach luxury
sedans and the high-quality small cars of the smart brand.

Most of these vehicles are produced in Germany, but the division
also has production facilities in the United States, France,
South Africa, Brazil, India, Malaysia, Thailand, Vietnam, Indonesia
and since the year 2006 also in China. The Group's most
important markets in 2006 were Germany with 28% of unit sales,
the other markets of Western Europe {34%), the United States
{20%) and Japan (4%).

The Chrysler Group develops, produces and sells passenger cars,
sports tourers, minivans, sport-utility vehicles and light

trucks under the Chrysler, Jeep.. and Dodge brands. In addition, the
Chrysler Group manufactures and markets spare parts and
accessories under the MOPAR brand. Most of its production
facilities are in the United States, Canada and Mexico, but

the production of Chrysler Group vehicles in China is also gaining
importance. In 2006, 79% of its vehicles were sold in the
United States, 8% in Canada, 5% in Mexico and 8% of its vehicles
were exported to markets outside the NAFTA region.

As the world’s leading truck manufacturer, the Truck Group
develops and produces vehicles within a worldwide network
under the brands Mercedes-Benz, Freightliner, Sterling, Western
Star, Thomas Built Buses and Mitsubishi Fuso. The divisicn’s
main production facilities are in North America, Western Europe,
Latin America {excluding Mexico), Japan and Turkey. Its product
range covers light, medium and heavy trucks for local and long-
distance deliveries and construction sites, as well as the special
vehicles Unimog and Econic. Due to the close links, the Truck
Group's product range also includes the buses of the Thomas
Built Buses and Mitsubishi Fuso brands. The division's most
important sales markets in 2006 were the NAFTA region

{with 35% of unit sales), Western Europe (20%), Asia (27%) and
Latin America (excluding Mexico) with 7%.
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Consolidated revenues by division

Mercedes Gar Group 33% T
Chrysler Group 31% / ,/l

Truck Group 19% [T

Financial Services 9% \,) 1 ,
Van, Bus, Other 8% “J///

The Financial Services division supports the unit sales of the
DaimlerChrysler Group’s automotive brands in more than

40 countries. Its product portfolio mainly comprises tailored
financing and leasing packages for dealers and customers, but

it also provides services such as insurance and fleet management.
The focus of Financial Services’ activities is in North America
and Western Europe. In Germany, in addition to automotive financial
services, the product portfolio of the DaimlerChrysler Bank also
includes investment products and credit-card services. Daimler-
Chrysler Financial Services also holds a 45% interest in the

Toll Collect consortium, which on January 1, 2005 launched an
electronic toll system for trucks over 12 tons on autobahns

in Germany.

The Van, Bus, Other segment comprises the Vans and Buses
units, our shareholding in the European Aeronautic Defence

and Space Company {EADS), the Corporate Research department,
the Group’s real-estate activities and the helding and finance
companies.

The Vans unit has production facilities at various locations

in Germany, Spain and Argentina for the Mercedes-Benz series
Vito/Viano, Sprinter and Vario in weight classes ranging from

2 to 7.5 tons. Its main sales markets are Western Europe {70%) and
the NAFTA region (11%). The Sprinter is also sold under the
Dodge and Freightliner brands in the NAFTA region, and starting
in 2007 it will also be manufactured in the United States.

DaimlerChrysler Buses’ product range comprises buses for
tourist, urban and interurban applications, as well as bus chassis,
under the Mercedes-Benz, Setra and Orion brands. The unit's
most important production sites are in Germany, Turkey, Brazil and
the NAFTA region. In 2006, 48% of its revenues were generated

in Western Europe, 17% in the NAFTA markets and 16% in Latin
America (excluding Mexico).

DaimlerChrysler - business portfolio
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Legal framework

Management. DaimlerChrysler is a stock corporation domiciled
in Germany (see page 112 ff). It is managed by a Board of
Management, whose members are authorized to represent it
vis-a-vis third parties. The Board of Management must have

at least two members, who are appointed by the Supervisory
Board for a maximum periad of five years, in accordance with
Section 84 of the German Stock Corporation Act. Reappointment or
the extension of a period of office, in each case for a maximum

of five years, is permissible. The Supervisory Board of Daimler-
Chrysler AG has resolved, however, generally to limit such
appointments and reappointments to three years in the future.
These appointments and reappointments can only be made

by a resolution of the Supervisory Board; reappointments may
generally not be made more than one year before the end of

the current period of office. The Supervisory Board appoints one
of the members of the Board of Management as the Chairman
of the Board of Management.

The Supervisory Board can revoke the appointment of a member of
the Board of Management and of the Chairman of the Board

of Management if there is an important reason to do s¢. Such a
reason could be, for example, gross neglect of duty, lack of
ability to conduct the management in a proper manner, or a vote
of no confidence by the Annual Meeting.

Compensation. A description of the system of compensation
and the individualized details of the compensation of the members
of the Board of Management and of the Supervisory Board are
shown in the Compensation Report on pages 120 ff.
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Purpose of the company. The general purpose for which the
company is organized is defined in Article 2 of the Articles

of Incorporation. Pursuant to Section 179 of the German Stock
Corporation Act, the Articles of Incorporation can only be
changed through a resolution of the Annual Meeting. In accordance
with Article 19, Paragraph 1 of the Articles of Incorporation,
resolutions of the Annual Meeting are passed with a simple majority
of the votes cast unless otherwise required by binding provisions
of applicable law, and with a simple majority of the capital stock
represented at the Annual Meeting if this be required. Pursuant

to Section 179, Subsection 2, Sentence 2 of the German Stock
Corporation Act, any amendment to the purpose of the company
requires a 75% majority of the capital stock represented at the
Annual Meeting.

Change of control. DaimlerChrysler AG has concluded various
material agreements that include clauses regulating the possible
occurrence of a change of control given below. One of the issues
involved is a number of non-utilized syndicated credit lines in

a total amount of US $12 billion, which the lenders are entitled to
terminate if DaimterChrysler AG becomes a subsidiary of another
company or is controlled by one person or several persons acting
jointly. Furthermore, DaimlerChrysler AG is a party in a joint
venture for the development of fuel cell systems. This joint venture
can be terminated by either of the contracting parties if the

other party is subject to a change of control. A change of control is
defined here as the right to give instructions to the Board of
Management and to determine the company’s guiding principles,
the possibility to elect the majority of the members of the
Supervisory Board, or possession of at least 40% of the voting
rights. In addition, DaimlerChrysler AG is a party to an
agreement concerning the intellectual property rights in connection
with a joint venture for the development of a hybrid drive system,
which in the case of a change of contral of one of the partners
involved, allows the other partners to terminate the agreement.

A change of control as defined by this agreement refers to the
beneficial ownership of the majority of the voting rights in the
company, and with a stock-exchange listed company the beneficial
ownership of at least 20% of the voting rights in the company

if within 18 months after this limit is exceeded the majority of the
members of the Supervisory Board representing the shareholders
consists of persons who were proposed by the owner of the 20%
of the voting rights; a change of control is also understood

as a merger or amalgamation with another company, unless in the
case of a stock-exchange listed company after the merger the
majority of the votes are held by the previous owners and no-one
has beneficial ownership of more than 20% of the voting rights;

a change of ownership is also understood as the transfer of all or
nearly all of the assets. Finally, DaimlerChrysier AG is a party

to an agreement regulating the exercise of voting rights in EADS
N.V. In the case of a change of control, this agreement stipulates
that DaimlerChrysler AG is obliged, if so requested by the French
party to the agreement, to make all efforts to dispose of its
shares in EADS under appropriate conditions to a third party that
is not a competitor of EADS or of the French contracting party

of DaimlerChrysler AG. In this case, the French party has the right
of preemption under the same conditions as were offered by a

the third party. A change of control can also lead to the dissolution
of the voting consortium. According to the EADS agreement,

a change of contro! has taken place if a competitor of EADS N.V.
or of the French contracting party either appoints so many
members of the Supervisory Board of DaimlerChrysler AG that

it can appoint the majority of the members of the Board of
Management or holds an investment that enables it to controt
the day-to-day business of DaimlerChrysler AG.

54/242




New management model

Cn January 24, 2006, DaimlerChrysler presented a new manage-
ment model with the aim of improving the Group's competitiveness.
The model is designed to further integrate the Group's functions,
focus operational areas more closely on their core processes, and
encourage internal collaboration. It is also intended to reduce
the duplication of activities in administrative areas.

The structural changes include the consolidation and integration of
alt administrative functions, such as Finance and Controlling,
Human Resources and Strategy. Each of these functions will be
centralized and will report to the Board of Management member
responsible for the respective function throughout the Group.
The duplication of activities between the corporate ievel and

the operating level will be eliminated, thereby reducing comptexity
within the Group. The integration of administrative functions

will result in shorter, faster and leaner reporting channels and
decision making.

In March 2006, the Commercial Vehicles division was renamed
as the “Truck Group”, and since then has focused on its core
business of producing and selling trucks; bus and van activities are
directly managed as separate units within the new segment

*Van, Bus, Other”. The new structure allows a stronger orientation
towards customers’ specific requirements in these market
segments. Due to the commenality of powertrains and components,
the Bus unit will report to the head of the Truck Group and

the Van unit will report to the head of the Mercedes Car Group.

In order to react faster to changing market conditions, we have
more closely integrated the organization of our research,
predevelopment and development departments and pooled their
resources. Responsibility for product development at the
Mercedes Car Group has been integrated into the newly created
Board of Management area “Group Research and Mercedes

Car Group Development”, which acts as a research competence
center for the entire DaimlerChrysler Group. In addition to

its responsibility for the products of the Mercedes Car Group,
it is increasingly taking on predevelopment work for all the
automotive divisions.

Furthermore, the location of the Group’s headquarters
in Germany has been transferred from Stuttgart-Mdhringen
to Stuttgart-Untertiirkheim.

With the implementation of the new management model, we intend
to reduce our adminisirative expenses by an average of €1.5
billion each year. €0.5 billion of this total will be addressed by
other programs, such as CORE at the Mercedes Car Group.

In order to achieve the goals of the new management model,
personnel capacities are also being adjusted. This will lead to a
total reduction of up to 20% in the number of persons employed

in administrative departments during the years of 2006 through
2008, equivalent to approximately 6,000 jobs worldwide.

The implementation of the new management mode! is running
according to plan. Most of the planned reductions in management
positions had already taken place by the end of 2006. On July 18,
2006, we reached an agreement with the Group Employee Council
on the details of the settlement of interests for employees

paid according to external wage tariffs. We have been working with
the new structures since August 1, 2006 and have achieved
substantial efficiency gains as a resuit.

The total expenditure for the implementation of the program

in the years 2006 through 2008 is likely to be in the region of €2
billion. OFf this total, €393 million was incurred in the year 2006.
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DazimlerChrysler target system
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Strategy

Target system. DaimlerChrysler’s strategic goat is to achieve
sustainable profitable growth and thus to increase our enterprise
value. We intend to be one of the most successful automobile
manufacturers in the world in the medium term.

To achieve this goal, we have defined a strategic framework - the
DaimlerChrysler target system - which is based on six strategic
dimensions:

- Superior Products & Customer Experience

- Leading Brands

- innovation & Technology Leadership

- Global Presence & Network

- Qperational Excellence

- High Performing, Inspired People

The foundation of our target system comprises the four basic
values of Passion, Respect, Integrity and Discipline. We believe
that acting in accordance with these values will enabie us to
deliver excellent performance,

Target profile and priorities. The DaimlerChrysler target system
makes our targets explicit by defining the actual situation and
the target for each dimension. To improve the execution of the
strategy, targets have been defined at both Group level and
division level. In the dimensions “Superior Products & Customer
Experience” and “Leading Brands", we aim to reach the leading
position worldwide. With all the other dimensions, we intend to be
among the top competitors.

One aggregate effect of the measures taken to achieve the
target profile will be a significant improvemnent in profitability,
ensuring that we hold a position among the top performers
of the automobile industry.
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DaimlerChrysler ScoreCard. The DaimlerChrysler ScoreCard
supports us with the implermentation of our strategy. It is the link
between our target system and the operational management of
the divisions; with its help, the status of implementation and target
achievermnent is tracked regularly and effectively. The ScoreCard
serves as an additional management instrument that supplements
the financial controlling instruments with the use of non-financial
performance indicators.

All dimensions are regularly measured and colfated in the
ScoreCard reports for discussion by the Board of Management.
Deviations from the target path are thus recognized at

an early stage and the required adjustments are initiated.

To assist the achievement of our targets, measures have been
defined for each of the six strategic dimensions;

- Superior Products & Customer Experience: We want to
inspire our customers with outstanding products and services,
Exceptional results in terms of quality, customer satisfaction,
customer perception, total vehicle costs and product appeal make
a decisive contribution to our overall success. These success
factors are quantified in the DaimlerChrysler ScoreCard; for
example, “quality” and “customer satisfaction” are evaluated
by external quality studies and internal surveys,
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- Leading Brands: We want to position our brands clearly and
attractively. With our broad brand portfolio we appeal to specific
groups of customers all over the world, Consistent brand
management forms the basis for this appeal. One example is the
brand initiative started by the Mercedes Car Group in 2006:
The profile of the Mercedes-Benz brand is to be further developed
and sharpened under the brand pledge of “"Appreciation”,
with greater focus placed on traditional values (see page 84).
We regularly review the positioning of our hrands with the
use of various parameters. Value retention is an important
indicator for the image of a brand, for example.

Innovation & Technology Leadership: We want to stand out
from the competition through innovation and technology
leadership. We therefore concentrate on innovations that offer
our customers genuine added value in everyday use. We aim
to lead the way with important, customer-relevant technologies.
Pioneering innovations demonstrate our outstanding position

on the issue of safety and drive-system technologies: some
examples are the preventive occupant protection system
PRE-SAFE®, the night-view assistant, the assistance system
“Active Brake Assist” and our ESP® as used in the Sprinter

van series. With its BLUETEC technology, Mercedes-Benz is
paving the way for a new generation of powerful and clean
high-tech diesel engines. With the Mitsubishi Fuse Canter Eco
Hybrid, we offer our customers the world’s cleanest vehicle

in the light-truck segment. By transferring such innovations to
other brands at the Group, we create advantages for our entire
product range in global competition. Innovation & Technology
Leadership is evaluated by the success factors drive-system
technology, safety, reliability and customer satisfaction. The
parameters measured include the results of crash tests or
fuel-consumption figures, for example.

- Global Presence & Network: We want to expand our global
presence and utilize its potential. As a result of rising unit sales
and our worldwide network of production plants and research
and development facilities, we aim to strengthen our market
presence and maintain a competitive cost situation over the
long term. Especiaily with our commercial-vehicle business,
we are already globally active along the entire value chain.
Ancther important step in China has contributed to the 