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€
351
12

operating activities 4,461

Operating profit 814

Net income 374 _
per share (in US $/€) 0.36

1 Rate of exchange: €1 = US $1.2969 (based on the noon buying rate on March 31, 2005).
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Management Report

o First-quarter Group operating profit of €628 million (0.1 2004: €1,546 million);

€1,428 million excluding exceptional charges from smart
e Net income of €288 million (Q.1 2004: €412 million)
o Earnings per share of €0.28 (Q11 2004: €0.41)

o Revenues of €31.7 billion slightly lower than in prior-year period due to exchange-rate effects
o Excluding exceptional charges from smart, slight increase in Group operating profit still expected

for full year compared with 2004 (€5.8 billion)

Business developments

Slightly weaker global demand for automobiles

e The world economy continued to expand in the first quarter of
2005, despite ongoing high raw-material prices. The rate of
expansion decreased markedly, however. One positive aspect
was that economic growth in the United States and China
slowed less than had been expected. On the other hand, how-
ever, growth prospects for Germany and Japan have become
less encouraging since the beginning of the year.

o The global demand for automobiles weakened slightly in the
first quarter of this year, although developments still differed
from region to region. Whereas new registrations of passenger
cars decreased slightly in the United States, Western Europe
and Japan, significant growth rates were recorded for most of
the emerging markets. For commercial vehicles, last year’s
worldwide upward trend continued in a slightly weaker form.

Revenues of €31.7 billion in the first quarter
o In the first quarter of this year, DaimlerChrysler sold 1.1 million
vehicles worldwide (+1%).

o Unit sales by the Mercedes Car Group of 247,000 vehicles were
7% below the level of the prior-year period. Shipments at
Chrysler Group decreased by 3% to 666,700 passenger cars
and light trucks. Retail sales, however, increased by 5% to
664,500 vehicles. The Commercial Vehicles Division achieved
a strong increase in unit sales to 179,400 trucks, vans and
buses (+43%).

o Primarily due to the appreciation of the euro against the US
dollar, DaimlerChrysler’s total first-quarter revenues decreased
by 2% to €31.7 billion.

Profitability

Group first-quarter operating profit impacted by expenses
for realignment of smart
o DaimlerChrysler recorded an operating profit of €628 million
in the first quarter of 2005, compared with €1,546 million
in Q1 2004.
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o The decrease in operating profit was primarily caused by
expenses of €800 million related to the realignment of the
business model of smart. Without this exceptional impact,
Group operating profit in the first quarter would have been
€1,428 million. Compared with the first quarter of 2004,
operating profit was additionally impacted by the weaker US
dollar and higher material prices. The Mercedes Car Group
was particularly affected by exchange-rate effects arising from
the operative business. For the Chrysler Group, Commercial
Vehicles and Financial Services divisions, the main effect

of exchange-rate movements arose from the translation of
operating results into euros. Furthermore, the operating
result of the Mercedes Car Group was significantly burdened
by lower unit sales. The Chrysler Group did not quite equal
its result of the prior-year quarter.

The Commercial Vehicles Division posted a significantly higher
operating profit, due in particular to positive developments

in the truck business. In addition, the settlement reached with
Mitsubishi Motors Corporation (MMC) in the first quarter of
2005 on compensation for expenses incurred in connection
with quality actions and recall campaigns at Mitsubishi Fuso
Truck and Bus Corporation (MFTBC) resulted in income of
€276 million. The Financial Services division made a higher
contribution to Group operating profit because of lower
charges from Toll Collect. The improved operating profit con-
tributed by Other Activities was primarily a result of the
improved earnings of the DaimlerChrysler Off-Highway business
unit and an increased contribution to earnings from EADS.

The Mercedes Car Group reported a first-quarter operating
loss of €954 million, compared with an operating profit of
€639 million in the prior-year period. The result for the first
quarter of 2005 was affected by expenses relating to the
realignment of the smart business unit of €800 million.

At Mercedes-Benz Passenger Cars, operating profit decreased
due to lower unit sales, mainly caused by lifecycle reasons,

a less favorable model mix, and the ongoing strength of the
euro. Expenses for the continuation of the quality offensive
also contributed to the decrease. Operating profit in the first
quarter was additionally impacted by increased prices for

raw materials.

At smart there was an operating loss from ongoing business
activities. In addition to this loss, there were expenses for the
realignment of the business model. These expenses mainly
comprised impairments on property, plant and equipment,
additions to accruals relating to risks arising from contractual
obligations, and the valuation of vehicle inventories. In the
course of the year 2005, further estimated expenses of up to
€0.4 billion may be incurred.

Operating Profit (Loss) by Segments

Q105 Q105 Q104
In millions uss € €
Mercedes Car Group (1,237) (954) 639
Chrysler Group 327 252 303
Commercial Vehicles 926 714 268
Financial Services 425 328 221
Other Activities 284 219 134
Eliminations 89 69 (19)
DaimlerChrysler Group 814 628 1,546

Chrysler Group posted an operating profit of €252 million
in the first quarter of 2005 compared with an operating profit
of €303 million in the first quarter of 2004.

The decrease in operating profit was primarily the result of
lower factory unit sales and the appreciation of the euro
against the US dollar. Worldwide factory unit sales of 666,700
vehicles in the first quarter of 2005 were 18,100 units lower
than the prior-year period.

Operating profit in the first quarter of 2004 was negatively
impacted by turnaround plan charges and charges for an
incentivized retirement program for skilled trade employees
totaling €75 million.

The Commercial Vehicles Division increased its first-quarter
operating profit from €268 million to €714 million.

This increase in earnings was primarily a result of the world-
wide market success of the products of the truck business
and the settlement reached with MMC on the compensation
relating to the quality measures and recall campaigns at
MFTBC. The compensation from MMC led to income of €276
million.

The ongoing positive sales trend in nearly all business units
and the successful continuation of the current programs

to enhance efficiency more than offset negative effects which
resulted from higher raw material prices and the ongoing
strength of the euro.



e The Services division was renamed Financial Services in
the first quarter of 2005 to reflect its focus on the provision
of automotive financial services.

o In the first quarter of 2005, the Financial Services division
improved its operating profit significantly compared with
the prior-year quarter to €328 million (Q1 2004: €221 million).

o The increase in earnings resulted from lower charges from Toll
Collect (Q1 2004: €279 million). The expenses incurred by
Toll Collect during 2005 are related to the measures taken to
ensure the successful start of the system and the planned
expansion of the system functionality of on-board units.

o Compared with the very high prior-year level, margins decreased
in the leasing and sales financing business due to rising
interest rates, especially in the United States. These effects
were partially compensated for by an increased contract
volume and lower risk costs.

o The operating profit contributed by Other Activities amounted
to €219 million in the first quarter of 2005, which was €85
million higher than in Q1 2004.

o This increase was mainly caused by a substantial improvement
in earnings by the DaimlerChrysler Off-Highway business
unit. In addition, the proportionate contribution from EADS
increased due to a strong operating result from higher
Airbus deliveries.

Reconciliation of Group Operating Profit to Income before Financial Income

Q105 Q105 Q104

In millions uss$ € €
Operating profit 814 628 1,546

Pension and postretirement benefit

expenses, other than

current and prior service costs and

settlement/curtailment losses (375) (289) (208)

Operating (profit) loss from affiliated

and associated companies and

financial (income) loss from related

operating companies (234) (181) 14

Miscellaneous items (1) (1) (38)
Income before financial income 204 157 1,314

o Financial income for the first quarter improved to €80 million

(Q1 2004: loss of €389 million). The improvement was the
result of better income from investments, which rose by €343
million to €27 million, primarily due to the significantly reduced
charge from Toll Collect. Income from investments in the
prior-year quarter was also impacted by the negative contribu-
tion from the Group’s equity-method investment in MMC.

Net interest expense was €42 million compared to an expense
of €107 million in the prior-year quarter. Net other financial
income increased by €61 million to €95 million, primarily due
to higher income from the sale of securities.

Net income of €288 million was reported for the first quarter
of 2005, compared with €412 million for the same period

of last year. The reduction in operating profit was alleviated
by the positive development of the tax situation resulting
from tax-free income especially relating to the compensation
for MFTBC. In addition, net income for the prior-year period
was impacted by non tax-deductible expenses, mainly in
connection with investments accounted for using the equity
method, including MMC. The exceptional impact from smart
reduced net income by €512 million.

Earnings per share amounted to €0.28, compared with €0.41
in Q1 2004.

Cash Flow

o Cash provided by operating activities decreased to €3.4

billion compared with the first quarter of last year (€4.0 billion)
due to the earnings trend, although the special impact from
the realignment of the smart business model has not yet had
an effect on cash flow. There was a positive effect compared
with the prior year from the decrease in net cash outflows for
tax payments, resulting from a tax refund in the NAFTA region

in the first quarter of 2005.

Cash used for investing activities decreased to €1.4 billion
from €3.3 billion in the same period of last year. In addition

to the net cash inflows from securities purchases and sales
(Q1 2004: cash outflows), the reduction was also caused by
increased revenues from the sale of receivables from financial
services towards end customers. Opposing effects resulted
from higher additions to equipment on operating leases, net,
and property, plant and equipment.

Cash used for financing activities of €0.6 billion mainly
reflects the (net) repayment of financial liabilities (A1 2004:
€2.5 billion).

Cash and cash equivalents with an original maturity of three
months or less increased by €1.7 billion compared with
December 31, 2004. Total liquidity, which also includes mar-
ketable securities with an original maturity of more than three
months, rose from €11.7 billion to €13.0 billion, related to the
dividend distribution due in April.



Financial Position

o Compared with December 31, 2004, total assets increased
by €5.9 billion to €188.6 billion. €4.3 billion of the increase
was attributable to currency translation effects.

Equipment on operating leases and receivables from financial
services totaled €86.1 billion, equivalent to 46% of total assets.
The increase in inventories was a result of the fluctuating pro-
duction volumes during the year in the vehicles business in
connection with model changeovers. The intensely competitive
situation in the Group’s sales markets also had the effect of
increasing vehicle inventories. Other assets decreased, mainly
due to the valuation of derivatives.

On the liabilities side, minority interests decreased due to the
Group’s increased equity interest in MFTBC. As of March 31,
2005, 15% of MFTBC’s stock was held by shareholders outside
the Group (December 31, 2004: 35%). The increase in trade
liabilities resulted primarily from the increase in production
volumes compared with the fourth quarter of 2004.

Stockholders’ equity increased from €33.5 billion to €34.4
billion at March 31, 2005, due primarily to the positive net
income, currency translation effects, and to a lesser extent the
valuation of derivative financial instruments. Adjusted for

the proposed dividend distribution for the 2004 financial year
(€1.5 billion), the equity ratio as of March 31, 2005, remained
unchanged from December 31, 2004, at 17.5%. The equity ratio
for the Industrial Business was 24.7% (December 31, 2004:
25.3%).

Workforce

o At the end of the first quarter of 2005, DaimlerChrysler
employed a total workforce of 386,789 people worldwide,
which was 23,882 more than a year earlier (+7%).

There were increases and decreases due to changes in the
consolidated Group following the inclusion of MFTBC, the
acquisition of dealerships and the sale of component plants

by the Chrysler Group. The workforce also expanded for
operational reasons due to new recruitment by the Commercial
Vehicles Division in North America and Europe. Employment
levels also increased in the Mercedes Car Group, particularly
in the United States due to the expansion of our plant in
Tuscaloosa. Adjusted for changes in the consolidated Group,
the number of employees increased by 3%.

Outlook

o DaimlerChrysler assumes that the global economy will continue

its present development in the coming months, thus expanding
in line with its long-term growth trend. However, if raw-material
prices, particularly for oil, remain at the current high levels for

a longer period or rise even further, global economic development
is expected to be negatively affected. Rising interest rates
could also have a negative effect on consumer spending.

For the further course of the year, the growth of worldwide
demand for automobiles is likely to be slower than in 2004.
Whereas further expansion of truck markets is expected in the
NAFTA region, there are indications of decreasing market
expansion in Europe. In general, we expect the highly competi-
tive situation across the entire automotive industry to continue,
due to further reductions in product lifecycles and ongoing
over-capacity.

DaimlerChrysler anticipates a slight increase in unit sales in
full-year 2005 compared with 2004.

At the Mercedes Car Group, the launch of the M-, B-, R- and
S-Class and the model update of the CLK are expected to
result in a significant boost to unit sales, especially from mid
2005 onwards. We also expect positive effects from the new
V6 and V8 gasoline and diesel engines, which are gradually
being introduced in our model range. In total, we anticipate a
slight increase in unit sales for the Mercedes Car Group.

The Chrysler Group anticipates a very intensive competitive
situation for the rest of this year. Total industry sales of 17.2
million vehicles are expected for the US market. With the
launch of additional new products, we intend to continue the
positive development of the year 2004. Overall, the Chrysler
Group expects to achieve higher unit sales in 2005.

For full-year 2005, the Commercial Vehicles Division expects
its unit sales to continue the pleasing developments of 2004.
There will be positive impetus in particular from the strong
demand (evident since last year) for Freightliner’s heavy-duty
trucks in the NAFTA region as well as for Mercedes-Benz
trucks.

The Financial Services division looks forward to stable business
developments and continued portfolio growth in the financial
services business. At Toll Collect, preparations are progressing
for the changeover from On-Board Unit 1 (OBU 1) to OBU 2.

EADS anticipates a continued upswing of the civil aircraft
market in 2005. For the full year, EADS plans to deliver 350
to 360 Airbus aircraft (2004: 320 aircraft).



o DaimlerChrysler Group continues to expect higher revenues in
2005 compared with 2004. The development of revenues
depends to a great extent on changes in the exchange rate
between the euro and the US dollar.

o We also expect a slight increase in the size of the total
workforce in 2005. In particular in the Commercial Vehicles
Division and the Chrysler Group, employment levels should
rise compared with the end of 2004.

o The development of earnings during the further course of this
year will be impacted by increases in raw-material prices,
higher interest rates and the weakness of the US dollar against
the euro.

o After first-quarter operating profit was substantially impacted
by exceptional charges from smart, we expect additional
exceptional charges from smart also in the course of this year
of up to €0.4 billion.

Following a weaker first half, excluding the exceptional charges
from smart, DaimlerChrysler expects a slight increase in
operating profit for full-year 2005 compared with the prior
year.

Forward-looking statements in this Interim Report:

This interim report contains forward-looking statements that reflect management’s
current views with respect to future events. The words “anticipate,” “assume,”
“believe,” “estimate,” “expect,” “intend,” “may,” “plan,” “project” and “should” and
similar expressions identify forward-looking statements. Such statements are subject
to risks and uncertainties, including, but not limited to: an economic downturn in
Europe or North America; changes in currency exchange rates, interest rates and in
raw-material prices; introduction of competing products; increased sales incentives;
the successful implementation of the new business model for smart; and decline

in resale prices of used vehicles. If any of these or other risks and uncertainties occur
(some of which are described under the heading “Risk Report” in DaimlerChrysler’s
most recent Annual Report and under the heading “Risk Factors” in DaimlerChrysler’s
most recent Annual Report on Form 20-F filed with the Securities and Exchange
Commission), or if the assumptions underlying any of these statements prove incorrect,
then actual results may be materially different from those expressed or implied by
such statements. We do not intend or assume any obligation to update any forward-
looking statement, which speaks only as of the date on which it is made.

"«



Mercedes Car Group

o First-quarter unit sales below prior-year level at 247,000 vehicles
o Successful world debut of new M-Class and the B-Class and R-Class sports tourers

o New business model for smart

o Operating loss of €954 million including exceptional charges from smart of €800 million

Unit sales
Q105 Q105 Q104 Change Q105 Q104 Change
Amounts in millions us s € € in% in%
Operating profit (loss) (1,237) (954) 639 . Total 246,968 265,988 -7
Revenues 13,466 10,383 11,674 -1 Western Europe 154,998 172,996 -10
Unit sales 246,968 265,988 -7 Germany 70,455 80,927 -13
Production 278,035 307,112 -9 United States 49,800 51,503 -3
Employees (March 31) 107,077 104,801 +2 Japan 10,234 11,086 -8
Other markets 31,936 30,403 +5

Unit sales and revenues below prior-year level

o The Mercedes Car Group’s first-quarter unit sales decreased
by 7% to 247,000 vehicles, while revenues were also 11% lower
at €10.4 billion. The division posted an operating loss for the
period of €954 million. This includes exceptional charges from
smart of €800 million.

Lifecycle-related lower unit sales by Mercedes-Benz

o Unit sales by the Mercedes-Benz brand in the first quarter fell
from last year’s 246,000 to 220,600 vehicles. Demand for
the M-Class and S-Class decreased for lifecycle reasons in
advance of the upcoming model changeover. Unit sales of the
C-Class were similar to the prior-year quarter, while unit sales
of the E-Class were lower than in Q1 2004. Delays in vehicle
deliveries caused by defective diesel injection pumps were not
fully compensated for by the end of March. Due to continuing
weak demand in several major markets, unit sales in Western
Europe declined by 15% to 131,100 vehicles. In the United
States, unit sales decreased by 3% to 49,800 vehicles.

o There was strong demand for the new models launched in
2004: in the first quarter of this year, 16,000 SLK roadsters
(+157%) and 10,300 CLS coupes were sold. The new A-Class
was also very successful with sales of 47,000 units (+20%).

Growth impetus from new models and new engines

o Three new models were revealed in the first quarter: the new
M-Class and the B-Class and R-Class sports tourers. The
new M-Class was launched in the United States in April and will
be on the market in Europe this summer. The B-Class will be
launched in Western Europe in June, while the R-Class will first
go on sale in North America this autumn and will be available
in Europe at the beginning of next year. The new S-Class will be
presented to the public this fall. We also anticipate positive
impetus from the new V6 and V8 engines, which will soon be
available in numerous models.

A consistent focus on quality and efficiency

o We have continuously improved the quality of our vehicles
during the past two years: the cars leaving our factories today
have the highest level of quality. At the end of March, within
the framework of our quality offensive, we began a comprehen-
sive package of measures so that vehicles in customer’s hands
can be brought up to this high level of quality.

o As a part of the CORE program initiated in February 2005, the
Mercedes Car Group’s business system will be optimized. The
key areas for action are cost reductions, revenue increases,
and the effective implementation of all the required measures.
By the year 2007, the Mercedes Car Group intends to improve
its earnings by €3 billion and to achieve a return on sales
of 7%.

New business model for smart

o Worldwide unit sales of smart increased by 32% to 26,400
vehicles. This growth was primarily due to first-quarter sales
of 8,200 units of the smart forfour, which was launched in 2004.
Sales of the smart fortwo, which is now in its seventh year of
production, were slightly above the prior-year level.

o As a result of the new smart business model, the key elements
of which were announced on April 1, 2005, fixed costs are to
be reduced by 30% within the next two years and productivity
will be boosted. The successor to the smart fortwo planned for
the year 2007 will also be specified to meet the requirements
of the US market. Production of the smart roadster will be
discontinued by the end of 2005. The smart SUV project will
not be pursued any further. smart’s goal is to achieve breakeven
by 2007.



Chrysler Group

o Retail sales increase by 5% due to market success of new products

o Worldwide shipments slightly below prior-year level
o Numerous new models and concept vehicles presented
o Operating profit of €252 million

Unit sales

Q105 Q105 Q104 Change Q105 Q104 Change
Amounts in millions us s € € in% in%
Operating profit 327 252 303 -17 Total 666,675 684,751 -3
Revenues 13,922 10,735 12,060 -11 NAFTA 630,629 639,315 -1
Unit sales 666,675 684,751 -3 United States 560,939 582,583 -4
Production 681,938 680,713 +0 Other markets 36,046 45,436 -21
Employees (March 31) 85,164 91,056 -6

Increased retail sales, shipments to dealers slightly below

prior-year level

o The Chrysler Group increased its first-quarter retail sales by
5% to 664,500 units. The increase was primarily due to higher
sales of minivans (+9%) and the Dodge Durango (+17%).
Additionally, new products that were launched very success-
fully in 2004, such as the Chrysler 300 (42,000 units) and the
Dodge Magnum (17,600 units), are in high demand and made
a strong contribution to the quarter’s sales.

o Unit sales (factory shipments) decreased by 3% to 666,700
vehicles. US dealers’ inventories increased to 616,800 vehicles
(end of Q1 2004: 585,100 vehicles), equivalent to 78 days’
supply, the same level as a year earlier.

o Due primarily to a slight decrease in unit sales and the
appreciation of the euro against the US dollar, first-quarter
revenues of €10.7 billion were 11% lower than in Q1 2004.
Measured in US dollars, revenues decreased by 7%. Operating
profit did not quite equal the level of the prior-year quarter.

Presentation of new models and concept vehicles

o Production of the new Dodge Charger sedan started at the end
of the first quarter of 2005. This vehicle is a sporty four-door
with rear-wheel drive and is being built alongside the Chrysler
300 and the Dodge Magnum at the assembly plant in Brampton,
Ontario. It will be launched in the second quarter of this year.

o The Chrysler Group revealed another three models that are set

for market launch later in the year: the new Viper Coupe sports
car, the Dodge Mega-Cab with the most interior space in a
pickup truck, and the new Jeepg Commander with three rows
of seats. In addition, four new high-performance versions were
presented: the Chrysler 300 SRT-8, Dodge Magnum SRT-8,
Dodge Charger SRT-8 and Jeepg Grand Cherokee SRT-8, which
will all feature the new 6.1 liter V8 HEMI engine.

Many concept vehicles made their US debuts at the auto
shows in Los Angeles, Detroit, Chicago and New York. These
vehicles included the Jeepg Hurricane with two HEMI engines,
the Dodge Nitro mid-size SUV and the Jeepg Gladiator super
utility truck. One additional study, the Chrysler Firepower
sports-car was voted best concept vehicle at the Detroit Auto
Show by the readers and journalists of the trade magazine
Auto Week, while the 2005 MY production cars have captured
a total of 125 “best of” awards so far.

Worldwide expansion of the Dodge brand
o Within the framework of its worldwide expansion, the Dodge

brand had its European debut at the Geneva Motor Show in
March. The Dodge Caliber concept vehicle was shown, demon-
strating the brand’s high performance and sporty character.

In the medium term, the Chrysler Group plans to significantly
expand its presence with the launch of the Dodge brand in
Europe and Asia as well as in additional markets in the Middle
East, Latin America and Africa. The number of models offered
by Chrysler Group outside the United States is to be more than
doubled by the year 2007.



Commercial Vehicles

o Unit sales increase by 43%

o Ongoing positive market trend, especially in Western Europe and North America
o Successful conclusion of negotiations with Mitsubishi Motors

o Significant increase in operating profit

Unit sales
Q105 Q105 Q104 Change Q105 Q104 Change
Amounts in millions uss € € in% in%
Operating profit 926 714 268 +166 Total 179,385 125,790 +43
Revenues 11,042 8,514 6,612 +29 Western Europe 55,759 56,246 -1
Unit sales 179,385 125,790 +43 Germany 19,603 19,729 -1
Production 196,621 138,036 +42 United States 43,630 33,576 +30
Employees (March 31) 116,268 89,875 +29 South America 14,303 11,689 +22
Japan 11,843 1,120 +957
Other Markets 53,850 23,159 +133
Strong increases in unit sales and revenues e Unit sales by the Vans business unit decreased by 6%
o The Commercial Vehicles Division increased its first-quarter compared with the prior-year period to 51,600 vehicles.

unit sales by 43% to 179,400 vehicles, while revenues rose by
29% to €8.5 billion. Excluding Mitsubishi Fuso Truck and Bus
Corporation (MFTBC), which has been consolidated since
March 31, 2004 with a one-month time lag, unit sales and
revenues would have both increased by 11%. Operating profit
rose from €268 million to €714 million. This includes €276
million from the settlement with Mitsubishi Motors Corporation
(MMC).

Positive developments in the trucks and bus business
o In the trucks business, the positive development of unit sales

continued in the first quarter of 2005.

Thanks to strong demand in the North American market, unit
sales by the Trucks NAFTA business unit (Freightliner, Sterling,
Thomas Built Buses, Western Star) increased by 29% to 44,000
vehicles. The sales trend for heavy trucks was particularly
positive.

Unit sales by the Trucks Europe/Latin America business unit
(Mercedes-Benz) increased by 20% to 32,200 vehicles.
Demand for the new Actros remained very high. Sales volumes
also rose significantly in Argentina and Brazil due to the
improved economic conditions in those countries.

At MFTBC, unit sales decreased by 12% to 41,100 vehicles.

An increase of 21% to 29,600 vehicles outside Japan was more
than offset by a decline of 48% to 11,500 trucks and buses

in the difficult domestic market.

This was solely due to delivery difficulties caused by the lack
of availability of diesel injection pumps from suppliers. The
models affected were the Viano/Vito and the Sprinter for
the US market.

o The DaimlerChrysler Buses business unit sold 7,500 vehicles,
11% more than in the first quarter of last year. Growth
was especially strong in South America and Germany. With a
market share of 25.7%, DaimlerChrysler Buses is still the
undisputed market leader in Western Europe with its brands
Mercedes-Benz and Setra.

Settlement reached with Mitsubishi Motors

o Based on the contractual regulation of warranties related
to the acquisition of shares in MFTBC, DaimlerChrysler has
successfully made claims against Mitsubishi Motors
Corporation (MMC). Among other things, the settlement
reached provides for MMC to transfer the remaining 20% of its
shares in MFTBC to DaimlerChrysler without any payment.
MMC will also pay compensation to DaimlerChrysler under the
terms of this settlement.



Financial Services

o Positive business developments in the first quarter

o Significant growth in new business and contract volume
o Successful start of toll system

o Operating profit above prior-year level

Q105 Q105 Q104 Change
Amounts in millions us s € € in%
Operating profit 425 328 221 +48
Revenues 4,626 3,567 3,372 +6
Contract volume 138,661 106,917 101,260 +6
New business 15,532 11,976 10,638 +13
Employees (March 31) 11,379 11,200 +2

Financial Services posts growth in new business and

contract volume

e The Financial Services division continued its positive business
development. New business increased by 13% to €12.0 billion;
adjusted for exchange-rate effects, the increase amounted to

16%. Contract volume of €106.9 billion was 6% above the prior-

year level. Adjusted for exchange-rate effects, the portfolio

expanded by 10%. Operating profit improved from €221 million

to €328 million.

Continued focus on automotive financial services
o Due to its clear focus on financial services along the auto-
motive value chain, we have changed the division’s name to

Financial Services. The new name strengthens our identity and

emphasizes the fact that Financial Services stands for global,

first-class financial services and effective sales support for the

automotive brands of the Group.

Intensified cooperation with dealers and the Daimler-
Chrysler sales organization in North America
e In North America, we have further improved the services we

provide to dealers with the introduction of innovative programs

designed to accelerate credit approvals. In addition, we are
focusing on optimizing our internal processes, especially in

connection with customer care, credit processing and the sale

of vehicles at the end of their leasing contracts. Attractive

special financing programs caused new business in the NAFTA

region to increase by 22% to €8.4 billion. Measured in
US dollars, this increase amounted to 27%. Contract volume
increased to €76.3 billion (A1 2004: €72.8 billion).

Further growth in Europe
o Contract volume in Europe rose by 7% to €25.1 billion. Of this

total, 57% was accounted for by Germany and 28% by the core
markets of the United Kingdom, France and Italy. The division’s
portfolio expanded dynamically (+14%) in the new EU member
states in Central and Eastern Europe. In Germany, Daimler-
Chrysler Bank had a contract volume of €14.3 billion at the
end of the quarter (end of Q1 2004: €13.3 billion). The deposit-
account business of €3.2 billion was close to the prior-year
level, while the number of securities accounts rose from 11,500
to 15,500. At the end of the first quarter, DaimlerChrysler
Bank had a total of around 940,000 customers, 8% more than
a year earlier.

Successful start of toll system
o The successful start of the Toll Collect system on January 1,

2005, was an important milestone for Financial Services.
Toll charging for trucks above 12 tons on German autobahns
ran smoothly in the first quarter. By the end of March, some
4.5 billion toll kilometers had been recorded correctly.
Financial Services holds a 45% interest in the Toll Collect
consortium.
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Other Activities

o EADS confirms its leading position for civil aircraft
o Positive developments at DaimlerChrysler Off-Highway

Q105 Q105 Q104 Change
Amounts in millions uss € € in%
Operating profit 284 219 134 +63

The Other Activities segment includes our shareholding in the
European Aeronautic Defence and Space Company (EADS) and
the DaimlerChrysler Off-Highway business unit. It also includes
Corporate Research, the Group’s real-estate activities, and

our holding and finance companies. The segment’s operating
profit for the prior-year period also included the contribution to
earnings from Mitsubishi Motors Corporation (MMC), which has
been included in the Group’s consolidated financial statements
as an investment measured at fair value since June 30, 2004.

The contribution to operating profit generated by our share-
holding in EADS is included in DaimlerChrysler’s operating
profit with a time lag of one quarter.

The operating profit contributed by the Other Activities segment
rose from €134 million to €219 million in Q1 2005.

EADS

o The European Aeronautic Defence and Space Company
(EADS), a global leader for aerospace and defense technology,
will publish its figures on the first quarter on May 9, 2005.

o In the year 2004, Airbus delivered 320 civil aircraft to its
customers (2003: 305), making it the biggest manufacturer in
the world. In addition, Airbus defended its worldwide leading
position in terms of incoming orders. In the first three months
of the year 2005, 87 aircraft were handed over to customers
(Q1 2004: 67).

e The A380 program is running according to schedule. In January
2005, the world’s biggest passenger aircraft was presented
to the public. The A380 successfully performed its first flight in
April 2005. Airbus intends to deliver the first aircraft of this
type to customers in 2006. 154 orders and firm commitments
have been placed for the A380 so far.

e Only 18 months after the start of the program, the A400M
military transport aircraft went into production in January
2005. Delivery of the 180 aircraft ordered by customers in
Europe will commence in the year 2009.

e In February 2005, the new, more powerful Ariane 5 ECA
launcher rocket went into orbit successfully from the European
spaceport in Kourou.

DaimlerChrysler Off-Highway

o At the end of the first quarter, a positive trend was apparent
in the worldwide market for diesel engines for off-highway
applications.

o The DaimlerChrysler Off-Highway business unit increased its
first-quarter revenues by 23% to €378 million. The main areas
of growth were ship engines and power generation (engines
used for generating electricity).

@ Incoming orders of €474 million were below the high level of
the prior-year period, which had been influenced by booming
demand in China.



DaimlerChrysler AG and Subsidiaries

Unaudited Condensed Consolidated Statements of Income

Consolidated Industrial B Fi ial Services !
Q12005 Q12005 Q12004 Q12005 Q12004 Q12005 Q12004
(in millions, except per share amounts) (Note 1) $ € € € € € €
Revenues 41,169 3,370
Cost of sales (33,747) (2,565)
Gross margin 7,422 805
Selling, administrative and other expenses (5,641) (281)
Research and development (1,747) -
Other income 170 9
Turnaround plan expenses - Chrysler Group - -
Income (loss) before financial income 204 533
Financial income (expense), net 104 4
Income (loss) before income taxes 308 537
Income tax benefit (expense) 78 (195)
Minority interests (12) )
Net income 374 341
| |
Earnings per share _ _
Basic earnings per share 0.36 _
Diluted earnings per share 0.36 _

1 Contains the financing and leasing business of the Financial Services segment without Mobility Management and activities of DaimlerChrysler Services AG.

The accompanying notes are an integral part of these Unaudited Interim Condensed Consolidated Financial Statements.
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DaimlerChrysler AG and Subsidiaries

Condensed Consolidated Balance Sheets

Consolidated Industrial B Fi ial Services !
March 31, March 31, Dec. 31, March 31, Dec. 31, March 31, Dec. 31,
2005 2005 2004 2005 2004 2005 2004
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(in millions) (Note 1) $ € € € € € €
Assets _
Goodwill 2,452 58
Other intangible assets 3,675 69
Property, plant and equipment, net 44,602 166
Investments and long-term financial assets 9,679 276
Equipment on operating leases, net 37,160 23,612
Fixed assets 97,568 24,181
Inventories 24,960 1,475
Trade receivables 8,731 196
Receivables from financial services 74,509 6, _ 56,785
Other assets 14,304 3,715
Securities 4,882 410
Cash and cash equivalents 11,974 1,000
Non-fixed assets 139,360 63,581
Deferred taxes 6,155 142
Prepaid expenses 1,475 953 77
Total assets 244,558 87,981
| [
L L
Liabilities and stockholders’ equity _ _
Capital stock 3,415 _
Additional paid-in capital 10,465 _
Retained earnings 39,321 _
Accumulated other comprehensive loss (8,525) _
Treasury stock (19) _ _
Stockholders’ equity 44,657 8,102
Minority interests 875 m 885 24
Accrued liabilities 55,957 1,060
Financial liabilities 100,345 67,940
Trade liabilities 19,610 210
Other liabilities 11,352 2,612
Liabilities 131,307 70,762
Deferred taxes 2,830 6,178
Deferred income 8,932 1,855
Total liabilities 199,901 79,879
| [
Total liabilities and stockholders’ equity 244,558 87,981

1 Contains the financing and leasing business of the Financial Services segment without Mobility Management and activities of DaimlerChrysler Services AG.

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




DaimlerChrysler AG and Subsidiaries

Unaudited Condensed Consolidated Statements of
Changes in Stockholders’ Equity

Accumulated other comprehensive loss

Additional Cumulative Available- Derivative Minimum
Capital paid-in Retained translation for-sale financial pension Treasury

stock capital earnings adjustment securities instruments liability stock Total
(in millions of €)
Balance at January 1, 2004 2,633 7,915 29,085 (949) 333 2,227 (6,763) - 34,481
Net income - - 412 - - - - - 412
Other comprehensive income (loss) - - - 551 92 (282) - - 361
Total comprehensive income 773
Stock based compensation - 27 - - - - - - 27
Purchase of capital stock - - - - - - - (18) (18)
Balance at March 31, 2004 2,633 7,942 29,497 (398) 425 1,945 (6,763) (18) 35,263

Balance at January 1, 2005

Net income

Other comprehensive income (loss)

Total comprehensive income

Stock based compensation

Purchase of capital stock

Balance at March 31, 2005

The accompanying notes are an integral part of these Unaudited Interim Condensed Consolidated Financial Statements.
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DaimlerChrysler AG and Subsidiaries

Unaudited Condensed Consolidated Statements of Cash Flows

Consolidated Industrial B Fi ial Services !
Q12005 Q12005 Q12004 Q12005 Q12004 Q12005 Q12004
(in millions) (Note 1) $ € € € € € €
Net income 374 412 341
Income applicable to minority interests 12 - _ 1
Gains on disposals of businesses (1) -
Depreciation and amortization of equipment on operating leases 1,823 _ m 1,179
Depreciation and amortization of fixed assets 2,398 _ 18
Change in deferred taxes (770) (109) 214
Equity (income) loss from associated companies (52) 317 322 (5)
Change in financial instruments (145) 1
Gains on disposals of fixed assets/securities (398) _ -
Change in trading securities 4 (5)
Change in accrued liabilities 464 23
Turnaround plan expenses - Chrysler Group - -
Turnaround plan payments - Chrysler Group (36) _ -
Net changes in inventory-related receivables from financial services 489 m m -
Changes in other operating assets and liabilities: _ _
- Inventories, net (2,914) (1,949) 76
- Trade receivables 412 18
- Trade liabilities 2,381 30
- Other assets and liabilities 420 241 (60)
Cash provided by operating activities 4,461 1,841
Purchases of fixed assets: _ _
- Increase in equipment on operating leases (5,914) (2,710)
- Purchase of property, plant and equipment (1,913) (8)
- Purchase of other fixed assets (78) (97) (3)
Proceeds from disposals of equipment on operating leases 3,713 1,503
Proceeds from disposals of fixed assets 125 4
Payments for investments in businesses (97) -
Proceeds from disposals of businesses 4 m 14
Investments in/collections from wholesale receivables (1,686) (8,611)
Proceeds from sale of wholesale receivables 1,681 8,722
Investments in retail receivables (11,513) (7,075)
Collections on retail receivables 8,343 5,286
Proceeds from sale of retail receivables 5,114 _ 1,709
(Acquisition) disposition of securities (other than trading), net 432 15
Change in other cash (33) 79) 4
Cash provided by (used for) investing activities (1,822) (1,150)
Change in financial liabilities (including amounts for commercial
paper borrowings, net of €1,299 ($1,685) and €(893) in 2005 -
and 2004, respectively) (724) (2,514) (1,597) (917)
Dividends paid (incl. profit transferred from subsidiaries) (4) _ (3)
Proceeds from issuance of capital stock (incl. minority interests) - _ - (1)
Purchase of treasury stock (19) -
Cash provided by (used for) financing activities (747) (921)
Effect of foreign exchange rate changes on cash and cash
equivalents (originally maturing within 3 months) 272 180 161 19
Net increase (decrease) in cash and cash equivalents -
(originally maturing within 3 months) 2,164 (1,654) (1,443) (211)
Cash and cash equivalents (originally maturing within 3 months) _ _
At beginning of period 9,572 1,298
At end of period 11,736 1,087

1 Contains the financing and leasing business of the Financial Services segment without Mobility Management and activities of DaimlerChrysler Services AG.

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




DaimlerChrysler AG and Subsidiaries

Notes to Unaudited Interim Condensed
Consolidated Financial Statements

1. Presentation of Condensed Consolidated Financial
Statements

General. The unaudited interim condensed consolidated financial
statements (“interim financial statements”) of DaimlerChrysler AG
and subsidiaries (“DaimlerChrysler” or “the Group”) have been
prepared in accordance with generally accepted accounting prin-
ciples in the United States of America (“U.S. GAAP”). All amounts
are presented in millions of euros (“€”). For the convenience of
the reader, amounts as of and for the three months ended March
31, 2005, are also presented in millions of U.S. dollars (“$”),
converted at the rate of €1= $1.2969, the Noon Buying Rate of
the Federal Reserve Bank of New York on March 31, 2005.

Certain amounts reported in prior periods have been reclassified
to conform to the current period presentation. In 2004, the
presentation of the consolidated statements of cash flows was
modified with regard to certain receivables from financial
services resulting in reclassifications in the unaudited interim
condensed consolidated statements of cash flows for the three
months ended March 31, 2004. Further information, including
effects on the amounts previously reported, is provided in Note 2.

The interim financial statements for the three months ended
March 31, 2004 have been restated to reflect the reduction of
net periodic postretirement benefit cost associated with the
subsidies provided by the Medicare Prescription Drug, Improve-
ment and Modernization Act of 2003 (“Medicare Act”). The
restatement is mandatory due to DaimlerChrysler’s election in
the third quarter of 2004 to recognize the effects of the Medicare
Act retroactively as of January 1, 2004. Net income and earnings
per share originally reported for the three months ended March
31, 2004, were €393 million and €0.39, respectively. The effect
of the Medicare Act on net income and earnings per share for the
three months ended March 31, 2004, was €19 million and €0.02,
respectively.

Financial income (expense), net, and net income for the first
quarter of 2005 were favorably impacted by an adjustment of
€40 million and €26 million, respectively, related to derivative
instruments that failed to meet the criteria for hedge accounting
treatment in 2004.

All significant intercompany accounts and transactions have
been eliminated. In the opinion of management, the interim
financial statements reflect all adjustments (consisting only of
normal recurring adjustments) necessary for a fair presentation
of the results of operations and financial position of the Group.
Operating results for the interim periods presented are not
necessarily indicative of the results that may be expected for
any future period or the full fiscal year. The interim financial
statements should be read in conjunction with the December 31,
2004 audited consolidated financial statements and notes
thereto included in DaimlerChrysler’s 2004 Annual Report on
Form 20-F which was filed with the United States Securities
and Exchange Commission (“SEC”) on February 28, 2005.

Commercial practices with respect to certain products manu-
factured by DaimlerChrysler necessitate that sales financing,
including leasing alternatives, be made available to the Group’s
customers. Accordingly, the Group’s consolidated financial
statements are also significantly influenced by the activities of its
financial services business. To enhance the readers’ understanding
of the Group’s interim financial statements, the accompanying
financial statements present, in addition to the unaudited interim
financial statements, unaudited information with respect to the
results of operations and financial position of the Group’s industrial
and financial services business activities. Such information,
however, is not required by U.S. GAAP and is not intended to, and
does not represent the separate U.S. GAAP results of operations
and financial position of the Group’s industrial or financial services
business activities. This information concerning the financial
services business activities of the Group contains the financing
and leasing business of the Financial Services segment without
Mobility Management and activities of DaimlerChrysler Services
AG. Transactions between the Group’s industrial and financial
services business activities principally represent intercompany
sales of products, intercompany borrowings and related interest,
and other support under special vehicle financing programs.

The effects of intercompany transactions between the industrial
and financial services businesses have been eliminated within
the industrial business columns.

Preparation of the financial statements in conformity with U.S.
GAAP requires management to make estimates and assumptions
related to the reported amounts of assets and liabilities and the
disclosure of contingent assets and liabilities at the reporting
date and the reported amounts of revenues and expenses for the
period. Actual amounts could differ from those estimates.
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New Accounting Standards Not Yet Adopted. In December
2004, the Financial Accounting Standards Board (“FASB”) issued
Statement of Financial Accounting Standards (“SFAS”) 123
(revised 2004), “Share-Based Payment” (“SFAS 123R”). SFAS
123R establishes accounting guidance for transactions in which
an entity exchanges its equity instruments for goods or services.
SFAS 123R also addresses transactions in which an entity incurs
liabilities in exchange for goods or services that are based on
the fair value of the entity’s equity instruments or that may be
settled by the issuance of those equity instruments. Equity-
classified awards are measured at grant date fair value and are
not subsequently remeasured. Liability-classified awards are
remeasured to fair value at each balance-sheet date until the
award is settled. SFAS 123R originally applied to all awards
granted after July 1, 2005, and to awards modified, repurchased
or cancelled after that date using a modified version of prospective
application. The effective date of SFAS 123R was deferred by an
SEC Rule until the beginning of the first annual period beginning
after June 15, 2005, with early adoption permitted. DaimlerChrysler
is currently determining the effect of SFAS 123R on the Group’s
consolidated financial statements.

In March 2005, the FASB issued Interpretation (“FIN”) 47
“Accounting for Conditional Asset Retirement Obligations - an
interpretation of FASB Statement No. 143.” FIN 47 clarifies that
a conditional asset retirement obligation is a legal obligation

to perform an asset retirement activity whose timing or method
of settlement is conditional on a future event. FIN 47 also clari-
fies that a conditional asset retirement obligation should be
recognized if its fair value is reasonably estimable and provides
guidance on when there is sufficient information to reasonably
estimate the fair value of an asset retirement obligation. FIN 47
should be applied no later than the end of the fiscal year 2005.
DaimlerChrysler is currently determining the effect of FIN 47
on the Group’s consolidated financial statements.

2. Presentation of Receivables from Financial Services in
Consolidated Statements of Cash Flows

In prior periods, DaimlerChrysler reported the effects of all
receivables from financial services as investing activities for pur-
poses of presentation in the consolidated statements of cash
flows as well as the accompanying information about cash flows
of the financial services business. This policy, when applied to
receivables from financial services related to sales of the Group’s
products to its customers, had the effect of presenting an invest-
ing cash outflow and an operating cash inflow even though there
was no cash flow on a consolidated basis. During 2004, based
on concerns raised by the staff of the SEC, management has
decided to report the cash flow related effects of those receivables
from financial services which relate to sales of the products to
customers within operating cash flows in the consolidated state-
ments of cash flows. This presentation resulted in the elimination
of the intercompany activity between the industrial business

and financial services business. Management also determined to
revise the presentation in the consolidated statements of cash
flows for the three months ended March 31, 2004 to achieve

a comparable presentation for all periods presented herein.

The cash flow related effects of receivables from financial services
that are unrelated to the Group’s inventory or involve investments
in loans or finance leases to retail customers of a dealer-customer
continue to be reported within cash used for investing activities.

The balance of cash and cash equivalents at March 31, 2004 and
the total net decrease in cash and cash equivalents and cash
used for financing activities for the three months ended March
31, 2004 remained unchanged. The impact of the reclassification
on the captions within the consolidated statements of cash flows
with respect to the three months ended March 31, 2004 is:

Three months ended March 31,
2004

(in millions of €)

Cash provided by operating activities, as previously reported 3,889
Amount reclassified from investing activities 80
Cash provided by operating activities, after reclassification 3,969
Cash used for investing activities, as previously reported (3,191)
Amount reclassified to operating activities (80)
Cash used for investing activities, after reclassification (3,271)



3. Acquisitions and Dispositions

On March 14, 2003, as part of the Group’s global commercial
vehicle strategy, DaimlerChrysler acquired from Mitsubishi
Motors Corporation (“MMC”) a 43% non-controlling interest in
Mitsubishi Fuso Truck and Bus Corporation (“MFTBC”) for €764
million in cash plus certain direct acquisition costs. MFTBC is
involved in the development, design, manufacture, assembly and
sale of small, mid-size and heavy-duty trucks and buses, primarily
in Japan and other Asian countries. Also, on March 14, 2003,

ten Mitsubishi Group companies entered into a separate share
sale and purchase agreement with MMC pursuant to which they
purchased from MMC 15% of MFTBC’s shares for approximately
€266 million in cash. On March 18, 2004, DaimlerChrysler
acquired from MMC an additional 22% interest in MFTBC for
€394 million in cash, thereby reducing MMC’s interest in MFTBC
to a non-controlling 20%. The aggregate amount paid by
DaimlerChrysler for its 65% controlling interest in MFTBC was
€1,251 million, consisting of consideration paid plus direct acqui-
sition costs in 2003 and 2004 (€770 million and €394 million,
respectively), plus a re-allocation of €87 million of the initial pur-
chase price of MMC pertaining to MFTBC and previously included
in the Group’s investment in MMC, which was an equity method
investee of DaimlerChrysler when the business combination with
MFTBC was consummated. DaimlerChrysler has included the
consolidated results of MFTBC beginning at the consummation
date in the Group’s Commercial Vehicles segment. Prior to then,
the Group’s proportionate share of MFTBC’s results are included
in the Commercial Vehicles segment using the equity method

of accounting.

Subsequent to DaimlerChrysler’s acquisition of a controlling
interest in MFTBC, a number of quality problems concerning
MFTBC vehicles spanning production years since July 1974 were
identified. During the second and third quarters of 2004,
DaimlerChrysler was able to comprehensively assess those quality
issues and define necessary technical solutions and a course of
action to implement them. The estimates of cost in the interim
periods of 2004 were based on the status of the investigation
and DaimlerChrysler’s best estimate of the probable costs to

be incurred to address and remedy the identified quality issues.

Of the €1.1 billion quality costs recorded in 2004 by MFTBC, (i)
€0.1 billion was recognized in “Financial income (expense), net”
in the statement of income representing DaimlerChrysler’s
proportionate share of the results of MFTBC, which is included
on a one month lag relating to amounts attributed to refinements
to estimates that were made before MFTBC was fully consolidat-
ed, (ii) €0.7 billion to cost of sales representing the sum of the
43% attributed to the March 2003 investment (for which the pur-
chase price allocation period is closed) and the 35% of the costs
attributed to minority shareholders of MFTBG; (iii) €0.2 billion to
goodwill attributed to the 22% interest acquired in 2004; and (iv)
€0.1 billion to deferred tax assets.

During the first quarter of 2005, MFTBC finished investigating the
product quality reports and finalized its conclusions about the
issues that require action. The level of information reached during
this process enabled DaimlerChrysler to refine its estimate of
the probable cost and an additional amount of €5 million was
recorded in the first quarter of 2005. MFTBC expects to be able
to complete the majority of the field campaigns within one year.

Under the two share purchase agreements under which
DaimlerChrysler acquired 43% and 22%, respectively, of MFTBC
shares, DaimlerChrysler had the right to a price adjustment if
the warranty reserve recorded on the books of MFTBC proved to
be inadequate. Negotiations with MMC resulted in a settlement
agreement on March 4, 2005, in which the parties agreed on
such a price adjustment. Under the terms of the settlement
agreement, DaimlerChrysler received (i) MMC’s remaining 20%
stake in MFTBC, (ii) a cash payment of €72 million, (iii) promisso-
ry notes having an aggregate face value of €143 million, payable
in four equal installments over the next four years and (iv) certain
other assets and rights pertaining to the distribution of MFTBC
products in one Asian market. In exchange for the consideration
received, DaimlerChrysler waived its claims for a purchase price
reduction and the parties also clarified the terms of their cooper-
ation under other, ongoing agreements. The estimated fair value
of the consideration received from MMC was €0.5 billion and
has been allocated to income and goodwill consistent with
DaimlerChrysler’s accounting for the quality issues subsequent
to the business combination. Accordingly, €0.3 billion was recog-
nized as a reduction of cost of sales in the current interim period
based on DaimlerChrysler’s proportionate after-tax loss recorded
in the second and third quarter of 2004 relating to quality mea-
sures and €0.2 billion was recognized as reduction of goodwill.

As a result of the settlement with MMC, DaimlerChrysler’s
controlling interest in MFTBC increased from 65% to 85% and
the aggregate purchase price after giving effect to the price
reduction was €1,014 million. DaimlerChrysler expects to finalize
the purchase price allocation for the 20% interest received in
connection with the settlement in the second quarter of 2005.
As of March 31, 2005, goodwill of €57 million related to MFTBC
which is not expected to be deductible for tax purposes was
allocated to the Commercial Vehicles segment.
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4. Functional Costs and Other Expenses

Based on the unit sales development of the smart roadster

and the smart forfour, two products of the business unit smart,
and the downward revisions to forecasted sales targets,
DaimlerChrysler reduced its production and notified suppliers
about declining shipments. These developments resulted in
increasing operating and cash flow losses and an expectation
that losses would continue in future periods. Therefore, during
the first quarter of 2005, DaimlerChrysler evaluated the recover-
ability of the carrying amount of the long-lived assets that gener-
ate cash flows largely independent of other assets and liabilities
of the Group. The smart roadster is assembled in a plant in
France, whereas the asset group related to the smart forfour con-
sists of owned real estate and equipment of a German plant as
well as leased equipment located with suppliers, but carried on
DaimlerChrysler’s balance sheet. As a result of the impairment
test, DaimlerChrysler recognized charges of €440 million in “Cost
of Sales” of the Mercedes Car Group segment representing the
excess of the carrying amount of these long-lived assets over
their fair value. After the impairment charge, the remaining
carrying amount of the long-lived assets represents the estimated
fair value of land and buildings.

As a result of the deterioration of operations in the first quarter
of 2005, DaimlerChrysler decided to cease production of the
smart roadster by the end of 2005, reduce prices of certain prod-
ucts and provide incentives to dealers related to those vehicles.
Thus, also included as a reduction of revenue or in “Cost of Sales”
in the first quarter are €97 million to recognize the effects of
inventory write-downs, higher incentives and lower residual values
of vehicles. Further costs related to the realignment of smart
amounting to €48 million arise primarily from supplier claims.

In connection with the activities related to the smart business
unit, DaimlerChrysler also decided not to proceed with the
launch of the smart SUV that was scheduled to be introduced in
2006. As a result of the decision to abandon the smart SUV, tool-
ing and equipment located in our designated assembly plant in
Brazil and equipment still under construction with suppliers for
which firm purchase orders were in place, €61 million was written
off by a charge to “Other Operating Expenses” to the extent
those assets could not be redeployed for other purposes. In
addition, charges of €154 million related to the liabilities arising
from the cancellation of supply contracts were recognized as
“Other Operating Expenses.”

In addition to the charges recorded in the current interim period,
DaimlerChrysler expects to incur additional charges related to
employee termination benefits, contract termination and other
exit costs in the course of 2005.

5. Turnaround Plan for the Chrysler Group

In 2001, the DaimlerChrysler Supervisory Board approved a multi-
year turnaround plan for the Chrysler Group. Key initiatives for
the multi-year turnaround plan included a workforce reduction
and an elimination of excess capacity.

There were no charges or adjustments recorded for the plan in
the three months ended March 31, 2005. The net charges record-
ed for the plan in the three months ended March 31, 2004 were
€17 million (€10 million net of taxes) and are presented as a sep-
arate line item in the accompanying consolidated statements of
income (loss) (€16 million and €1 million would have otherwise
been reflected in cost of sales and selling, administrative and
other expenses, respectively). These adjustments were recorded
for costs associated with the closing or disposition of certain
manufacturing facilities in 2004 and 2005.

Workforce reduction charges were adjusted by €(19) million dur-
ing the first quarter of 2004. The charges for the voluntary early
retirement programs, accepted by 460 employees for the first
quarter of 2004, were formula driven based on salary levels, age
and past service. Additionally, 1,808 employees were involuntarily
affected by the plan in the first quarter of 2004. The amount of
involuntary severance benefits paid and charged against the
liability during the three months ended March 31, 2005 and 2004
was €6 million and €1 million, respectively.

During the first quarter of 2004, the Chrysler Group recorded
adjustments of €39 million to impairment charges previously
recognized. In addition, other costs related to supplier contract
cancellation costs and accruals related to divestiture and closure
actions were adjusted by €(3) million during the first quarter of
2004.

In the three months ended March 31, 2005 and 2004, the
Chrysler Group made cash payments of €28 million and €79
million, respectively for charges previously recorded. The Chrysler
Group expects to make cash payments of approximately $150
million in 2005 for the previously recorded charges. The Chrysler
Group may recognize additional adjustments to the turnaround
plan charges in 2005 primarily relating to the sale or closure of
selected operations.

As of March 31, 2005 and December 31, 2004, the Chrysler
Group had workforce reduction reserves of €154 million and
€160 million, respectively. In addition, reserves for other costs
were €49 million and €60 million, as of March 31, 2005 and
December 31, 2004, respectively.



6. Goodwill

During the three months ended March 31, 2005, the carrying
amount of goodwill was reduced by a total of €112 million.

In this period, the goodwill of MFTBC was reduced by €196 mil-
lion (see Note 3). The remaining changes in the carrying amount
of goodwill primarily relate to currency translation adjustments.

7. Other Intangible Assets
Other intangible assets comprise:

At March 31, At Dec. 31,

2005 2004
(in millions of €)

Other intangible assets subject to amortization
Gross carrying amount 1,365 1,309
Accumulated amortization (841) (806)
Net carrying amount 524 503
Other intangible assets not subject to amortization 2,310 2,168
2,834 2,671

DaimlerChrysler’s other intangible assets subject to amortization
represent concessions, industrial property rights and similar
rights as well as software developed or obtained for internal use.
During the three months ended March 31, 2005, additions of
€107 million were recognized. The aggregate amortization
expense for the three months ended March 31, 2005 and 2004,
was €47 million and €38 million, respectively.

Other intangible assets not subject to amortization represent
primarily intangible pension assets.

8. Inventories
Inventories are comprised of the following:

At March 31, At Dec. 31,

2005 2004

(in millions of €)
Raw materials and manufacturing supplies 1,930 1,746
Work-in-process 3,007 2,545
Finished goods, parts and products held for resale 14,665 12,792
Advance payments to suppliers 41 75
19,643 17,158
Less: Advance payments received (397) (366)

19,246 16,792

9. Cash and Cash Equivalents

As of March 31, 2005, and December 31, 2004, cash and cash
equivalents as disclosed in the condensed consolidated balance
sheets includes €184 million and €390 million, respectively,

of deposits with original maturities of more than three months.

10. Stockholders’ Equity

During the three-month period ended March 31, 2005, Daimler-
Chrysler purchased approximately 0.4 million of its Ordinary
Shares for €15 million in connection with an employee share
purchase plan.

On April 6, 2005, the annual meeting authorized DaimlerChrysler
through October 6, 2006, to acquire treasury stocks for certain
defined purposes up to a maximum nominal amount of €263
million of capital stock, representing nearly 10% of the capital
stock reported as of December 31, 2004.

Furthermore, the Board of Management, with the consent of the
Supervisory Board, was authorized to issue convertible bonds
and/or notes with warrants with a total face value up to €15 billion
and with a maturity of no more than twenty years prior to April 5,
2010, and to grant conversion or option rights for new shares

in DaimlerChrysler with an allocable portion of the capital stock of
up to €300 million as more closely defined in the fixed terms

and conditions.

The annual meeting also approved DaimlerChrysler to distribute
€1,519 million (€1.50 per share) of its 2004 earnings as a dividend
to the stockholders. The dividend was paid on April 7, 2005,

to investors owning DaimlerChrysler shares on April 6, 2005.

11. Stock-Based Compensation

The stock-based employee compensation included in the deter-
mination of net income for the three-month periods ended March
31, 2005 and 2004, is less than the amount that would have
been recognized if the fair value based method had been applied
to all awards granted since the original effective date of SFAS
123, “Accounting for Stock-Based Compensation.”
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The following table illustrates the effect on net income and

earnings per share for the three-month periods ended March 31,

2005 and 2004, as if the fair value method of SFAS 123 had

been applied to all outstanding and unvested awards when they

were issued.

Net income (in millions of €)
Net income

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

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

Pro forma net income

Earnings per share (in €)
Basic

Basic - pro forma
Diluted

Diluted - pro forma

12. Accrued Liabilities

2005

Accrued liabilities are comprised of the following:

(in millions of €)

Pension plans and similar obligations
(see Note 12a)

Income and other taxes

Other accrued liabilities (see Note 12b)

a) Pension Plans and Similar Obligations

Pension Plans

The components of net periodic pension cost for the three-month
periods ended March 31, 2005 and 2004, were as follows:

(in millions of €)
Service cost
Interest cost
Expected return on plan assets
Amortization of:
Unrecognized net actuarial losses
Unrecognized prior service cost
Net periodic pension cost

Three months ended March 31,

2004

412

(28)
399

0.41
0.39
0.41
0.39

At Dec. 31,

2004

Contributions. Employer contributions to the Group’s defined

benefit pension plans were €34 million for the three-month period
ended March 31, 2005. DaimlerChrysler provided additional
contributions to the Group’s defined benefit pension plans of €10

million on April 1, 2005.

Three months ended

Total

147
459
(575)

90
70
191

Three months ended
March 31, 2004
German  Non-German

plans plans
57 90
146 313
(154) (421)
35 55

- 70

84 107



Other Postretirement Benefits

The components of net periodic postretirement benefit cost for
the three-month periods ended March 31, 2005 and 2004, were
as follows:

Three months ended March 31,

2005 2004

(in millions of €)
Service cost 66 66
Interest cost 216 21
Expected return on plan assets (37) (40)

Amortization of:
Unrecognized net actuarial losses 66 49
Unrecognized prior service cost 2 3
Net periodic postretirement benefit cost 313 289

Contributions. DaimlerChrysler did not make any contributions
to its other postretirement plans during the three months ended
March 31, 2005.

b) Other Accrued Liabilities

The Group issues various types of product guarantees under
which it generally guarantees the performance of products
delivered and services rendered for a certain period or term. The
accrued liability for these product guarantees covers expected
costs for legally and contractually obligated warranties as well
as expected costs for policy coverage, recall campaigns and
buyback commitments. The liability for buyback commitments
represents the expected costs related to the Group’s obligation,
under certain conditions, to repurchase a vehicle from a customer.
Buybacks may occur for a number of reasons including litigation,
compliance with laws and regulations in a particular region and
customer satisfaction issues.

The changes in provisions for those product guarantees are
summarized as follows:

2005 2004
(in millions of €)
Balance at January 1 10,877 9,230
Currency change and change in consolidated companies 241 513
Utilization and transfers (1,466) (1,135)
Product warranties issued in respective year 1,091 1,325
Changes from prior period product warranties issued 454 (37)
Balance at March 31 11,197 9,896

DaimlerChrysler expects to assert the majority of claims for
recovery of the costs for recall campaigns, included in “Changes
from prior period product warranties issued” to suppliers, and
capitalized these claims in “Other assets.”

The Group also offers customers the opportunity to purchase
separately priced extended warranty and maintenance contracts.
The revenue from these contracts is deferred at the inception of
the contract and recognized into income over the contract
period in proportion to the costs expected to be incurred based
on historical information. Included in “Deferred income” on the
Consolidated Balance Sheets, the deferred revenue from

these contracts is summarized as follows:

2005 2004
(in millions of €)
Balance at January 1 1,115 1,129
Currency change 50 33
Deferred revenue current period 126 124
Earned revenue current period (109) (111)
Balance at March 31 1,182 1,175

13. Financial Liabilities
Financial liabilities are comprised of the following:

At March 31, At Dec. 31,

2005 2004
(in millions of €)
Notes/Bonds 45,033 45,041
Commercial paper 8,409 6,824
Liabilities to financial institutions 16,588 17,061
Liabilities to affiliated companies 408 438
Deposits from direct banking business 3,235 3,124
Loans, other financial liabilities 827 1,268

Liabilities from capital lease and residual
value guarantees 2,873 2,864

77,373 76,620

14. Legal Proceedings

As previously reported, Tracinda Corporation filed a lawsuit in
2000 against DaimlerChrysler AG and some of the members of
its Supervisory Board and Board of Management alleging that the
defendants violated U.S. securities law and committed fraud in
obtaining approval from Chrysler stockholders of the business
combination between Chrysler and Daimler-Benz in 1998. On
April 7, 2005, the United States District Court for the District of
Delaware rendered a judgment in favor of the defendants and
against Tracinda Corporation on all claims finding that there had
been no such violations or fraud.

As previously reported, several lawsuits, including several putative
class action lawsuits, were filed in 2002 against a large number
of companies from a wide variety of industries and nationalities
asserting claims relating to the practice of apartheid in South
Africa. One of the lawsuits names DaimlerChrysler AG as a defen-
dant and another one names a U.S. subsidiary of DaimlerChrysler
AG as a defendant. The lawsuits have been consolidated in the
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United States District Court for the Eastern District of New York
for pretrial purposes. On November 29, 2004, the Court granted
a motion to dismiss filed by a group of defendants, including
DaimlerChrysler. Plaintiffs filed notices of appeal of the Court’s
decision which they subsequently withdrew to enable the Court
to address certain procedural matters, and the Court has since
issued an order in this regard. A subgroup of plaintiffs also asked
the Court for leave to amend their complaint which the Court
denied on March 31, 2005. DaimlerChrysler expects plaintiffs to
refile their notices of appeal.

As previously reported, the SEC opened a formal investigation
into possible violations by DaimlerChrysler of the anti-bribery,
record-keeping and internal control provisions of the U.S. Foreign
Corrupt Practices Act. DaimlerChrysler has undertaken its own
internal investigation of payments from certain accounts, and has
voluntarily shared with the SEC information regarding the internal
investigation. Recently, the Department of Justice (“DOJ”) has
requested that DaimlerChrysler provide it with information relat-
ing to the payments and accounts being investigated by the

SEC and DaimlerChrysler agreed to share that information with
the DOJ as well. DaimlerChrysler’s internal investigation is contin-
uing. If the DOJ or the SEC determine that violations of law have
occurred, they could seek criminal or civil sanctions, including
monetary penalties, against DaimlerChrysler.

Various other previously reported legal proceedings are
pending against DaimlerChrysler, as described in Note 31
of DaimlerChrysler’s 2004 Annual Report on Form 20-F.

16. Segment Reporting
Segment information for the three-month periods ended March
31, 2005 and 2004, is as follows:

Mercedes Chrysler
Car Group Group
(in millions of €)
Three months ended March 31, 2005
Revenues 9,562 10,731
Intersegment sales 821
Total revenues 10,383 10,735
Operating Profit (Loss) (954) 252

Three months ended March 31, 2004

Revenues 10,960 12,060
Intersegment sales 714
Total revenues 11,674 12,060
Operating Profit 639

15. Commitments and Contingencies
Obligations from issuing guarantees as a guarantor (excluding
product warranties) are as follows:

Maximum potential Amount recognized

future obligation as a liability
At March 31, At Dec. 31, At March 31, At Dec. 31,
2005 2004 2005 2004
(in millions of €)
Guarantees for third party
liabilities 1,632 2,334 186 207
Guarantees under buyback
commitments 1,746 1,646 513 536
Performance guarantees and
environmental risks 453 464 341 360
Other 128 128 95 97
3,959 4,572 1,135 1,200

The parent company of the Group (DaimlerChrysler AG) provides
guarantees to third parties for certain obligations of its consoli-
dated subsidiaries. At March 31, 2005, these guarantees amount-
ed to €48.2 billion. To a lesser extent, consolidated subsidiaries
provide guarantees to third parties of obligations of other consol-
idated subsidiaries. All intercompany guarantees are eliminated
in consolidation and therefore are not reflected in the above table.

DaimlerChrysler AG provides a guarantee to Deutsche Bank AG
to cover the obligations of employees that are participating in its
corporate credit card program for corporate travel expenses
which is operated by Deutsche Bank AG. To date, DaimlerChrysler
has not incurred any significant payments from that guarantee
which amounted to €651 million as of December 31, 2004. In
March 2005, DaimlerChrysler AG and Deutsche Bank AG concluded
an additional agreement that supplements the existing framework
agreement, limiting the guarantee for current and future credit
card obligations arising from that program to €20 million.

Commercial Financial Other Total

Vehicles Services Activities Segments Eliminations ~ Consolidated
8,072 2,995 384 31,744 = 31,744
442 572 57 1,896 (1,896) =
8,514 3,567 441 33,640 (1,896) 31,744
714 328 219 559 69 628

6,182 2,840 309 32,351 - 32,351
430 532 78 1,754 (1,754) -

6,612 3,372 387 34,105 (1,754) 32,351

268 221 134 1,565 (19) 1,546



The operating loss of the Mercedes Car Group segment for the
first quarter of 2005 includes charges of €800 million associated
with the realignment of the business model for smart. Thereof
€514 million are attributable to non-cash impairment charges and
write-downs and €286 million are attributable to additions to
reserves for issues that will lead to payments in future periods
(see Note 4).

In 2005, DaimlerChrysler renamed its Services segment to
Financial Services, to emphasize its focus on the financial services
business.

For the first quarter of 2004, the investment in MMC negatively
impacted operating profit of the Other Activities segment with €20
million.

On March 18, 2004, DaimlerChrysler acquired an additional 22%
interest in MFTBC from MMC for €394 million in cash. As a result
of the acquisition and first time consolidation of MFTBC, the
identifiable segment assets of the Commercial Vehicles segment
increased by €4.3 billion in the first quarter of 2004. The settlement
with MMC associated with the quality issues and recall campaigns
at MFTBC resulted in a favorable impact of €276 million, which is
included in the operating profit of the Commercial Vehicles seg-
ment in the first quarter of 2005 (see Note 3).

During the first quarter of 2004, the Chrysler Group recorded
charges of €17 million for the Chrysler Group turnaround plan
(see Note 5). Additionally, the Chrysler Group recorded a charge
of €58 million during the first quarter of 2004 for early retirement
incentives accepted by approximately 1,000 skilled trade em-
ployees.

During the first quarter of 2004, the Financial Services segment
recorded charges of €279 million related to the participation in
Toll Collect. These charges resulted from the new contractual
agreement from February 29, 2004, with the Federal Republic of
Germany and the associated adjustments of the estimated
expenses. Charges recorded in the first quarter of 2005 related
to the participation in Toll Collect were €33 million.

The reconciliation of total segment operating profit to consolidated
income before income taxes and minority interests is as follows:

Three months ended March 31,

2005 2004
(in millions of €)
Total segment operating profit 559 1,565
Elimination and consolidation amounts 69 (19)
Total Group operating profit 628 1,546
Pension and postretirement benefit expenses,
other than current and prior service costs and
settlement/curtailment losses (289) (208)
Interest and similar income 144 122
Interest and similar expenses (186) (229)
Other financial income, net 95 34
Miscellaneous items, net (1) (38)
The Group’s share of the above reconciling
items included in the net losses of investments
accounted for at equity (154) (302)
Consolidated income before income taxes
and minority interests 237 925

17. Earnings per Share
The computation of basic and diluted earnings per share for
“Net income” is as follows:

Three months ended March 31,

2005 2004
in millions of € or millions of shares, except
earnings per share
Net income - basic 288 412
Interest expense on convertible bonds
and notes (net of tax) = -
Net income - diluted 288 412
Weighted average number of shares
outstanding - basic 1,012.8 1,012.7
Dilutive effect of stock options 2.9 1.1
Weighted average number of shares
outstanding - diluted 1,015.7 1,013.8
Earnings per share
Basic 0.28 0.41
Diluted 0.28 0.41

Stock options to acquire 66.3 million and 50.6 million Daimler-
Chrysler Ordinary Shares that were issued in connection with the
2000 Stock Option Plan were not included in the computation

of diluted earnings per share for the three-month periods ended
March 31, 2005 and 2004, respectively, because the options’
underlying exercise prices were greater than the average market
prices of DaimlerChrysler Ordinary Shares for these periods.
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