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Growing our Automotive-Related Businesses

“Ford Credit has earned
more J.D. Power and

Associates financing satis-

faction awards than any

other finance company. . . .

Ford Credit is making the

finance and insurance

process more customer

friendh:”

Philippe Paillart

President of Ford Financial Services Group

and Chairman and Chiel Executive Officer
of Ford Credit. He joined Ford in
September 1998 from Standard Chartered
Bank of London. where he was group
executive director. Paillart worked with
Standard Chartered Bank and Citibank for
14 vears. Prior o that. Paillart joined
Renauldt in 1975 as the chief economist of
the Renault group and a member of the
group strategic planning commitee. Other
assignments during his nine years at Renault
included head of the Renault USA

marketing group.

A wholly owned

subsidiary of Ford
Mortor Company,
Ford Credir is the world’s largest
automotive finance company.
With more than 8 million cus-
tomers, 11,000 dealer partners and
15,600 employees, Ford Credit
provides financial products and ser-
vices to consumers in 36 countries
around the world.

Ford Credit had a good year in
1998 with earnings of $1.1 billion,
up 5 percent from 1997. Ford
Credit achieved several important
milestones, including record retail
share in North America, Europe
and Lacin America.

Ford Credit has earned more
J.D. Power and Associartes financ-
ing satisfaction awards than any
other finance company.

Among Ford customers, those
who finance or lease with Ford
Credit in the U.S. have much high-
er loyalty to both the dealer and
the manufacrurer than any other
domestic captive. In addirion,
Ford Credit lessees report higher
satisfaction with their finance
provider — higher than any bank,
finance company or major captive.

Ford Credit is making the
finance and insurance process more
customer friendly. In its Business
Center pilot program, Ford Credit
places a Ford Credit manager in a
dealership’s finance and insurance
department with the goal of grow-
ing the dealer’s business through
stronger customer relationships.
Ford Credit has expanded its cur-

rent services by offering personal
auro insurance to Ford custromers
in selected markets.

Ford Credir also helps Ford
Mortor Company expand by mov-
ing into new markets alongside
Ford and providing dealer financ-
ing where Ford products are sold.

Ford Credir serves dealers and
customers outside the Ford svstem
through PRIMUS Automorive
Financial Services, which provides
private-label financing for Mazda,
Jaguar and other manufacturers.
PRIMUS operates in the United
States, Canada, United Kingdom,
Australia, India, Indonesia,
Thailand, Spain, Germany and
Lealy.

Fairlane Credir, Ford Credic’s
specialty automotive financing
affiliate based in Colorado Springs,
Colorado, recently expanded into
13 other states including
California, Illinois and Tennessee.
Fairlane promises its customers a
simple financing process, rate
reductions after two vears of on-
rime payments and help with
rebuilding cheir credit.

With record receivables in
Europe, Latin America and North
America, and strong marker pene-
tration in Asia-Pacific, Ford
Credirts initiatives helped grow the
business to new heights last vear. In
1999, Ford Credit has set a goal of

growing its earnings by 10 percent.



Visteon Visteon .
; - Auromotive
THENST Systems is Ford

Motor Company’s vehicle systems
and component manufacturing
operation with annual sales of
nearly $18 billion and over 73,600
employees. Visteon has dedicated
itself to the pursuit of significant
growth opportunities in automotive
and non-automotive markets by
focusing on making its customers
successful. Visteon seeks to become
the world’s leading full-service auto-
motive systems supplier.

Prior to the launch of Visteon,
the bulk of the parts business was
almost exclusively with Ford Motor
Company — more than 90 percent
in fact. As parc of its growth
strategy, Visteon has sought to
expand its supply relationships with
non-Ford customers around the
world. The goal is to grow
Visteon’s non-Ford business to
more than 20 percent of the rev-
enue base. And if Visteons 1998
performance is any indicator, it
would appear to be well on its way
to delivering on that commitment.
New forward-year business con-
tracts worth $2.3 billion annually
were secured in 1998 with
customers around the world.
Forty-six percent of this business
was won with non-Ford customers
and 33 percent was won outside
the North American domestic mar-
ket. Visteon is on track to meet its
targeted 20-plus percent non-Ford
business and 5 percent after-tax
return on sales.

Visteon’s strategy for profitable
growth is grounded in its nearly
100 years of automotive expertise.

This knowledge allows total inte-
gration of its systems technologies
resulting in vehicles that are both
functional and consumer-oriented.
In addition, by leveraging tech-
nologies customarily applied for
vehicle environments and control
systems, Visteon has developed
products and secured business in
fields as diverse as power genera-
tion and stadium seating. Visteon
will continue to study new appli-
cations of existing and break-
through technologies in non-auto-
motive sectors to complement its
top-line growth objectives.
Visteon’s prospects are bright
with a number of exciting new
products in the pipeline.
Introduced at the Birmingham
(U.K.) Auto Show, the Jaguar
S-Type was equipped with
Visteon’s Voice Recognition
System allowing customers to
control audio, climate and cellular
functions without touching a
button or taking their eyes off the
road. And in the near furure, the
NavMate navigation system and
the Rear Seat Entertainment
system are two new products that
will enhance the vehicle operating
experience and ensure that OEMs
seeking to provide product differ-
entiarion and value will look to
Visteon for technology solutions.
Looking forward, delivering
on Visteon’s 1999 commitments
to secure $2 billion of new
forward-year contracts and to
deliver record earnings will rein-
force the enterprise’s position as a
premier automotive system and

component supplier.

“Visteon has dedicated itself
to the pursuit of significant
growth opportunities in
automotive and non-

automotive markets by

Jfocusing on making its

customers successful.”

Craig Muhthauser

President. Visteon Automotive Systems - a

position he has held since January 1. 1999.
Muhlhauser joined Visteon in September
1997 as vice president of Global Marketing,
Sales and Service. Before joining Visteon,
he held positions with Ford Automotive
Products Operations. General Electric,
Lucas Acrospace. ASEA Brown Boveri

and UTC/Pratc & Whitney.
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Growing our Automotive-Related Businesses

(continued)

“Hertz is one of the most
respected brands in the
world. ... We look forvward
to 1999 being our eighth

consecutive vear of

increased carnings.”

Frank 4. Olson

Chairman & Chief Executive Officer. The
Hertz Corporation, a position he has held
since 1980, While Hertz was owned by RCA
Corporation. he was Group Exccutive Vice
President of RCA responsible for C.ILT.
Financial Corporation, RCA Records.

Banquet Foods, Oriel Foods Group. and
C.oronet industries in addition to his duties
a5 chairman of Hertz. During the peniod
Herte was owned by UAL, Inc.. Mr. Olson
wis President and CEQO of United Airlines
and Chairman and CEO of Allegis
Corporation in additon to being Chairman
of Hertze Mr Olson is a director of

The Hertz Corporation, Amerada Hess
Corporation. Becton Dickinson and
Company. and Fund American Enterprises

Holdings. Inc.

q,, Hertz is one
of the most

respected brands in the world.
From the beginning, Hertz has
built its business on five basic
tenets: to treat the customer hon-
estly and ethically; to treat employ-
ees with the dignity and respect
with which we expect them to treat
the customer; to provide the high-
est level of customer service and
quality of vehicles, and to differen-
tiate ourselves through innovation;
to use profits and market share as
the measure of how efficiently we
achieve these goals. For Hertz, the
largest vehicle rental company in
the world, these fundamentals con-
tinued to serve us well in growing
our business in 1998. Herrz Local
Edition, our insurance replace-
ment, dealer and local-use car
rental business, with locations in
eight states in the United States,
moved into new markets in 1998,
including Las Vegas, Northern
California, Oklahoma City and
Tulsa. Hertz opened Truck and
Van Rental operations at Rent-A-
Car locations around the U.S.,
serving both the local business and
the household use rental markets.
Car Sales continued its expansion
with two new exciting and larger
retail locations in Raleigh, North
Carolina, and in Gilbert, Arizona,
a conveniently located subutb of
Phoenix. At the same time, Herrz
Equipment Rental Corporation
(HERC), already a leading con-
struction and industrial equipment

rental company, showed dramatic

growth during the past vear with a
combination of acquisitions in the
U.S., Canada and France and the
opening of new corporate locations
across the U.S. and in Europe. By
year end, HERC increased its num-
ber of locations from 148 to 253.
Record revenues and record earn-
ings for the year proved the efficacy
of our growth strategy.

The efficiency of Hertz' efforts,
as measured by its profis, is also
borne out in the fact that Herwz is
the low-cost producer and high-
quality provider in today’s vehicle
rental industry, a position that we
are committed to maintain. 1998
was our fifth consecutive year of
record profits, and our seventh con-
secutive year of increased eatnings.

Going forward, Hertz has
adopted a strategic plan 1o double
revenue size in the next five years.
We plan to accomplish this by
maintaining our domestic rent-a-car
leadership; by expanding our market
share position i Europe and
exploiting opportunities in other
international matkets; by making
specific acquisitions in the daily car
rental marker; by making further
acquisttions in the domestic and
international equipment tental
market; and by seeking other acqui-
sitions and opportunities where the
global power of the Herrz brand can
be leveraged rto achieve profitable
results. We look forward to 1999
being our eighth consecutive year of

increased earnings.



Portfolio Approach to Managing the Business

Automotive

Visteon

o effectively manage and

run an organization of

Ford Moror Company’s
size, Ford management looks at the
business both in total and as a port-
folio of four matn businesses —
Automotive, Ford Credirt, Visteon
and Hertz — each having its own
profitability and growth rargets.

Ford is pursuing synergies

across the four businesses — ways in
which these businesses, working
from one another’s strengths, can
accelerare growth, sharpen our con-
sumer focus, increase our competi-
rive advantage and improve asset
efficiency. And while the four port-
folio businesses are and have been
core elements of Ford Moror
Company, this is by no means a
closed portfolio; Ford maintains the

1998~

Revenue
(Billions)

$119

19
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flexibility to add or drop businesses
over time if it will augment the
company’s competitive position,
serve our customers better and max-
imize shareholder returns.

Each of Ford Motor Company’s
four portfolio businesses is made up
of smaller, more specific business
units. These smaller units can be
analyzed and managed using rhe
same high-growth/high-return
philosophies which help shape over-
all business decisions.

Business units assessed in this
manner include product lines (vehi-
cle lines, components, financing
producrs or rental packages), brands
(Ford, Mercury, Lincoln, Mazda,
Jaguar and Aston Martin for

Automotive, PRIMUS for Ford

Net Income

{Billions)

$4.8

1.1

0.7

0.3

Credit, and so on), customer seg-
ments (retail, private fleet or gov-
ernment), geographic regions
(Europe, South America.
Asia-Pacific, etc.) and dealers and
marketing channels (franchises,
Ford Auto Collection, the Internet

and other channels).

Superior Shareholder Value

To help drive continued
improvements in our earnings and
price-to-earnings rario, we are tar-
geting improved returns and higher
growth. The portfolio approach is
about understanding this, as well as
leveraging the key business activities
that are most important in deliver-
ing superior shareholder returns

over time.

*1998 results shown here by major operation include intra-company rransactions and minority interests.
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Description of the Business and Major Brands/Business Units

1998 Operating Highlights

Ford Automotive Operations

« Established 1903

¢ Public offering of stock in 1956

» World's largest manufacturer of
trucks and 2nd largest manufacturer
of cars and trucks

* Operations in 38 countries

* 105 Plants

* 231,200 emplovees

* 15,800 dealers in more than
200 markerts

* Major brands/business units: Ford,
Mercury, Lincoln, Jaguar, Aston
Martn, Mazda (Ford owns 33%):
Volvo Cars acquistion pending

* Kev competitors: BMW, Daimler
Chrysler, Fiat, General Motors,
Honda, Nissan, Tovora, Volkswagen

e Major customers: Hertz, Hewlett-
Packard, GE, Merck, Budget Rent-A-
Car, other commercial accounts and
millions of individuals

* 89% toral return to shareholders: top
quartile of the S&P 500 for 2nd vear
in a row

* Comipleted spin-off of The Associates

* Increased quarterly dividend from
42¢ 10 46¢ per share

» Completed 11th consecutive quarrer
of improved profits compared with
prior vear

* Record vear-end automotive cash
of $23.8 billion

* Improved worldwide automotive
recurn on sales to 4.0% (best since
1988)

* Continued progress on business
structure and product mix

¢ 6.8 million vehicles sold worldwide

e Reduced toral costs (at constant
volume and mix) by $2.2 billion

Ford Credit

e Established 1959

*» World's largest automorive financing
company

+ Consumer financing in 36 countries

* 290 locations worldwide

* 15,600 emplovees

e More than 8 million customers

* More than 11,000 dealerships

* Manages assets of $145 billion

* Key competitors: major banks and
credit unions

* Major customers: dealers, automotive
loan and lease customers, and
commercial accounts

¢ Record 2.8 million new contracts in
North America

e Record receivables in North America
and retail and wholesale financing
market share

* Record profits. receivables and rerail
share in Europe

* Record profits, receivables and retail
share in Latin America

Visteon Automotive Systems

* Launched as Visteon in 1997
* Operations in 2] countries
* 50 wholly-owned plants, 10 consoli-

dated JV plants and 18 unconsolidat-

ed JV plants

* 37 sales, engineering and technical
offices

* 73.600 emplovees

* Major business units: Chassis
Svstems, Climate Control Systems,
Electronics Systems, Exterior
Systems, Interior Systems, Glass

Systems, Powertrain Control Systems

¢ Key competitors: Delphi Automotive,
Bosch, Denso, Aisin-Seiki, GKN,
Johnson Controls, Lear, TRW, Valeo,
Dana, Magna

* Major customers: Vehicle
manufacturers, automotive
components suppliers, automotive
aftermarket suppliers, and various
non-automotive companies

e Sales - $17.8 billion

* Net income - $712 million

e Return on sales - 4.0%

* New forward-year business -
$2.3 billion and 46% non-Ford

* Cost reduction (at constant volume
and mix) - $403 million

Hertz (NYSE: HRZ)

¢ Established 1918; Ford ownership
since 1987

» World’s largest car, truck and
equipment rental and leasing
company

 Operations in more than 140
countries

¢ (6,100 locations worldwide

* 24,800 employees

¢ 30 million rentals

* Major brands/business units: Herrz,
Hertz Equipment Rental
Corporation, Hertz Local Edition,

Hertz Car Sales, Hertz Car Leasing,
Hertwz Claim Management, Hertz
Technologies

* Key competitors: Alamo, Avis,
Budget, Enterprise, Europcar,
National

* Major customers: Commercial
accounts, including numerous
Fortune 500 companies, as well as
millions of individual customers

* Record earnings

* 7th consecutive year of record
revenues

* 7th consecutive year of increased
earnings



1998 Business Mix

Competitive Strengths

1999 Priorities and Milestones

Revenues

* Worldwide truck leadership

* Total cost management

* Global product development
capability and distribution nerwork

* Global platforms/great brands

* Strong union relations

* Strong balance sheet

* Highest U.S. customer lovalty

¢ ].D. Power & Assoc. Chmn’s, Award —
Ford/UAW-Ford for cooperation in
vehicle quality improvement

* ].D. Power Init. Qual. Study - Ford
Escort: best compact car; Ford
Expedition: best full-size SUV: and
Lincoln Navigator: best luxury SUV

* |.D. Power [nit. Qual. Study N.A.
Plant Quality Awards — Gold:
St.Thomas; Silver: Chicago Assembly;
Bronze: Michigan Truck

Operating Priorities:

* Qualinv & Trust

* Profitabilicy & Business Structure
* Consumer Focus & Growth

* Major Process Improvements

* Teamwork & Corporate Culture

Financial Milestones:

* North America: 5%+ return on sales

* Europe: Earnings Growth

* South America: Improve Operating
Results

¢ Toral Costs: down S1.0 billion from
1998 (at constant volume and mix)

* Capiral spending: $8.5 billion (incl.
capitalized software)

Net Finance Receivables

* Ford Credit has won more J.D.
Power & Assoc. awards for
automotive financing than any other
finance provider, including the Dealer
Financing Satisfaction award for floor
planning in 1998

* Ford Credit and PRIMUS have the
highest retail credit dealer satisfaction
ratings of any captives in the U.S,,
according to ].D. Power &

Assoc.

e Ford Credir is automotive captive
finance markert share leader in the
U.S. according to R.L. Polk Marker

Research

Operating Priorities:

* Pursue profitable growth worldwide

* Maintain industry-leading customer
focus

* Increase capital and operating
efficiency

* Increase focus on diversity

* Improve return on equiry

Financial Milestone:
* Grow earnings 10%

Revenues

791
Ford ¢

9%
Non-Ford

* Comprehensive vehicle systems
knowledge and integration capability

* Leading-edge automorive
technologies

* World-class computer simulation
and analysis tools

* Global presence in design,
production, and after-sales service

* Ranked Highest Quality
AM/FM/Cassette Receiver/Playback
Supplier in [.D. Power and Associates

1998 Audio Quality Report™

Operating Priorities:

* Grow non-Ford sales from 9% to
more than 20% of toral

* Complete implementation of lean
enterprisc worldwide

* Achieve 5% return on sales

* Expand full service systems and
module capabilicy

Financial Milestones:

* Earnings growth

* $2 billion of new forward-year
business contracts

Revenues

" 776
Us.:

23%

Outside the U.S.

* Industry leader

* Seamless global service

* Hertz #1 Club Gold - the premier
expedited service worldwide

* Hertz computerized Driving
Directions and NeverLost navigation
system

e Hertz Return Centers

* Worldwide quality leader; highest
ranked car rental company in
customer satisfaction

Operating Priorities:

* Maintain our #1 position in the
rent-a-car market

* Maintain strong market position in
other business segments

* Pursue profitable growth worldwide

Financial Milestone:
* Record earnings (8th consecutive
year of increased earnings)
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1999 North American International Auto Show — Ford Display

Lo new Ford Motor Company auto show exhibie incorporares ighlhv individualized display arceas for Ford. Mazdea, Lincoln. Mercwny. Jaguar and

Istonr Martin products in one coniral location. Witl maore than Y0.000 square feet of display space, it hoasts « bridec the size of a foorhall ficld.
Vescar theaier and nvo clevarors. The exhibitvwas created o support of Ford Motor Company's initiaiive o visuallv differentiaie and amplifv

acl of iy unigue brands.
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Board of Directors at the Auto Show

Joln Thoruton and Irv Hockaday Homer Neal. Ellen Marram, Irv Hockaday and Bill Ford

William Clay Ford and Jac Nasser Carl Reichardt, William Clay Ford and Mike Dingman
Qur Board of Diveciors experienced customer reaction to the new exhibiis foesihasid ar the 19929 ol by ant Tarcenational
Awro Show in Denoir. During their visin, they reviewed the offerings of cach of the compant s addditien

concept vehicles, including the Ford Thunderbivd. Lincoln Blackwood and vy Mercury. Board membors aiso vien
nugdtimedia presentarion hichliehiing Ford Maotor Compuany vehiclos and rechnolosy o dic displae s Trosans Thoates.
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Board of Directors (continued

(As of March 1. 1999)

Michael D. Dingman 2, 4, 5
Michael D. Dingman, 67, is president and
chief executtve officer of Shipston Group,
Lid., a diversified international holding com-
pany. In addition, he s the former chairman
and current board member of Fisher
Scientific International, a leader in serving
science, providing products and services o
research. health care, industry, education and
governments worldwide. Mr. Dingman
joined Ford's board in 1981.

Edsel B. Ford IT 4,5

Edsel B. Ford 1. 50, is a tetired vice presi-
dent of Ford Motor Company, and president
and chief operating officer of Ford Credit.
He joined Ford in 1974 and was elected 1o
its board of directors in 1988. Mr. Ford
held numerous positions in the company’s
Ford and Lincoln Mercury divisions, and
served in an international assignment before
being named to his Ford Credit post in
1991. Mr. Ford presently is a consultant 1o
the company and serves as chairman of its
Centennial Committee and Ford Credit's
Customer Advocate Committee and a
member of the Corporate Citizenship
Advisory Board.

William Clay Ford 4, 5

William Clay Ford, 74, is retired chairman
of Ford’s Finance Commirttee and owner and
president of The Dertroit Lions, Inc. He was
elected a Ford director in 1948 and began
his emplovment with the company in 1949.
Throughout his career at Ford he held
numerous executive positions and in 1978
became chairman of the board's Execurtive
Committee and was named a member of the
Office of the Chief Executive. In 1980, Mr.
Ford was elected vice chairman of the board
and in 1987 he was elected chaitman of the
Finance Committee. Mr. Ford retired as vice
chairman in 1989 and as chairman

of the Finance Committee in 1995.

William Clay Ford, Jr. 3, 4,5
William Clay Ford, Jr., 41, is chairman

of the Board of Ditectors and several of

its commirttees. He also is vice chairman of
The Detroit Lions, Inc. Mr. Ford began
his employment with the company in 1979
and was elected a company director in
1988. He held a number of management
positions at Ford. including international

assignments. before being elected vice presi-
dent, Commercial Truck Vehicle Center

in 1994. Mr. Ford held that position

untl 1995, In 1995, he was named chair-
man of the board's Finance Commirtee. He
was named chairman of the board’s
Environmental and Public Policy Committee
in 1997, and became chairman of the Board
of Directors and of the Organization Review
and Nominating committee January 1, 1999,

Irvine O. Hockaday, Jr. 1,5

Irvine O. Hockaday. Jr., 62, is president and
chief execurive officer of Hallmark Cards.
[nc. He joined Hallmark in 1983 as its excc-
utive vice president and was named to his
current post in 1986. He was elected a
Hallmark director in 1978. He was elected

a Ford director in 1987.

Marie-Josée Kravis 4, 5

Marie-Josée Kravis, 49. is a senior fellow of
the Hudson Institute Inc., a position she has
held since 1994. Prior to thar and since
1978, she served as the execurive director of
the Hudson Institute of Canada. From 1973
to 1976. she was an economist with the
Hudson Institute (USA). Ms. Kravis joined
the Ford board of directors in 1995.

Ellen R. Marram 1, 3, 5

Ellen R. Marram. 52, is former president
and chief executive officer of The Tropicana
Beverage Group. Prior to that. she served as
president of the Seagram Bevetage Group.
Ms. Marram previously served as sentor vice
presidenct of the Nabisco Foods Group and
president and CEO of Nabisco Biscuit
Company for five years. She was president
of the Nabisco Grocery Diviston from 1987
to 1988. Ms. Marram was elected a Ford
director in 1988.

Jacques A. Nasser 4, 5

Jacques A. Nasser, 51. was named president
and chief executive officer of the company on
January 1, 1999. Prior to that. Mr. Nasser
was executive vice president, president-Ford
Automortive Operations. Before heading
Ford Automorive Operations, he was group
vice president-Product Development from
1994-1996. He was elected a company vice
president in 1993 as the chairman of Ford of
Europe. From 1990 to 1993, he served as
president Ford of Australia. He held a num-
ber of other global positions in Asia-Pacific
and South America since joining the compa-
ny in 1968.

Homer A. Neal 1, 3,5

Homer A. Neal, 36. is director, Universioe of
Michigan ATLAS Project. professor of
physics and interim president emyerirus of
the universin. He joined the universin: as
chairman ot its physics department in 1987
and in 1993 was named vice presidenc tor
rescarch. Dr Neal is a former member. US.
National Science Board: member. Oak
Ridge National Laboratory Advisory Board:
and truscee, Center for Strategic and
International Studics. He joined Ford's

board in 1997.

Carl E. Reichardt 2, 4, 5

Carl E. Reichardr, 67, is retired chairman
and chief executive officer of Wells Fargo &
Company. He joined Wells Fargo in 1970
and was elected president in 1978 and chiet
operating officer in 1981, He served as
chairman and chiet executive from 1983
until his retirement in 1994, Mr. Reichardt
was clected a Ford direcror in 1986,

John L. Thornton 1,5

John L. Thornton, 45. is co-chief operating
officer of Goldman Sachs Group LR He is
also a member of the firm's board of direc-
tors and its management commictee. He
was chairman of Goldman Sachs Asia from
1996-1998 and served previously as co-chief’
exccutive ofticer of Goldman Sachs
International, the firm’s business in Europe,
the Middle East and Atrica. Mr. Thornton
joined Goldman Sachs in 1980 and was
named a partner in 1988, He was clected
1o the Ford board of directors in 1996.

Committee Membership:

Audit
Compensation and Option

Finance

h B W 9 =

Organization Review and
Nominating

Environmental and Public Policy



Tribute to Alex Trotman

lex Trotman was Ford’s
pragmaric visionary.

The man who led
what has been called “the greatest
global reengineering of any compa-
ny in history” is the same man who
crawled under a Ford Explorer and
changed the oil to prove 1o a skepti-
cal journalist that Ford’s leaders
knew their products.

In four decades of leadership,
Trotman saw no contradiction in
holding a vision of a vastly better
future and in rolling up his sleeves
to make it happen. “In this busi-
ness,” he says, “a visionary had bet-
ter show up in work clothes.”

Equally at home with royaley
and regular folks, he was the driv-
ing force behind a vast array of
visionary changes in global manage-
ment and innovative products. Yet
when asked about an accomplish-
ment, he begins naming all of the
people who were on his team.

“Visions don't get things done,
people do,” Trotman says. “1t’s the
power of dedicated people, great
teamwork and determination to be
the best — that’s whar drives
progress.”

Born in Middlesex, England,
and raised in Scotland, Trotman
joined Ford in 1955 after serving as
a navigaror in the Royal Air Force.
“Whart I remember most was the
enormity of Ford,” he says. “And
with the confidence only a 22-year-
old can muster, thinking this is one
big mountain I'm going to climb.”

He began that climb as a parts
expediter at Ford’s Dagenham
(U.K.) facilities, and made an early
mark as a product planner on the
successful Ford Cortina. After par-
ticipating in the consolidation of
independent operations in Britain
and Germany into Ford of Europe
in the 1960, he foresaw a global
future.

He wrote a proposal on global
consolidation which, while not
implemented, would prove prophet-
ic. ltadvocated many of the tenets

that would be incorporated in
Ford’s global restructuring of the
mid-1990s — what became known
as Ford 2000.

At thar time, company policy
discouraged transfers from interna-
tional operations to the Unired
States. But, with a global vision
driving him, Trotman paid his own
way to take a Ford assignment in
the U.S. in 1969. That led 1o a
series of increasingly responsible
jobs around the wotld, in Ford Asia-
Pacific, Ford of Europe and North
American Automotive Operations.

Elected to the Board of
Directors on January 1, 1993, he
was named Chairman of the Board
and Chief Execurtive Officer on
November 1, 1993. His goal:
Increase the loyalty of employees,
customers and shareholders. To
achieve thart, he iniriated Ford 2000,
restructuring all regional automotive
operations into one global enter-
prise.

Within a few years of initiating
Ford 2000, the company achieved
best-ever quality levels, billions of
dollars in cost savings, faster prod-
uct development, increased model
choices for consumers, and became
the world’s most profitable
automaker.

Ford’s Economic Value Added
(EVA) rose from a negative
$3.9 billion in 1993 to a positive
$3.1 billion last year. And Ford’s
total shareholder returns averaged
27.4 percent per year during the
same period.

“It was a tremendous privilege
to be the leader at Ford for the last
five years,” Trotman says. “I'm
extremely proud of the efforts of all
employees and what they have
achieved. I'm confident they’ll do
even greater things in the future.”

He continues to serve as a
member of the Board of Directors
for IBM, the New York Stock
Exchange and ICI PLC. In 1996,
he was knighted by the Queen, and
he was created a Life Peer in 1999.

“Now I have done

a good dav'’s work.

You peers continue

this united league.”

-William Shakespeare, referred
10 as “Bill Shakespeare, Business
Consultant,” by Alex Trotman

and often quoted by him to
make a point or inspire a team.

Alex Trotman
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Company Officers

(As of March 1, 1999)

PRESIDENT AND CHIEF
EXECUTIVE OFFICER

Jacques A. Nasser™*

VICE CHAIRMEN
. Wayne Booker

W. Wayne Booker, 64. is a vice chairman

of Ford and on January 1. 1999 assumed
responsibility for assisting with the transition
to the new management team, especially in
new markets and business development in
growth markerts. Previously, Mr. Booker was
vice chairman responsible for the company’s
presence in growth markets and for the com-
pany’s association with key global business
partners, including Mazda and other auto-
motive joint ventures worldwide. He has
held numerous general management and
finance positions including international
assignments. He joined the company in

1959.

Peter J. Pestillo

Peter J. Pestillo, GO, is vice chairman and
chief of staff responsible for Government
Affairs, Human Resources, the Office of the
General Counsel and Public Affairs, a posi-
tion he assumed on January 1, 1999. He
became executive vice president, Corporate
Relations, in 1993. Prior to that, he was
vice president, Corporate Relations and
Diversified Businesses since 1990.

M. Pestillo joined Ford as vice president,
Labor Relations, in 1980.

** See pages 23-24 for photos
and a biography of Jacques A.
Nasser, President and CEO.

The 2000 Lincoln LS is an automobile
Jor people who appreciate a finely
crafted balance berween luxury and
performance. The all-new LS platform
is designed with innovative
technology and the
latest safen: features
including front-seat
side air hags.

EXECUTIVE VICE PRESIDENT
John M. Devine

John M. Devine, 54, was named an executive
vice president in 1996 and serves as the com-
pany’s chief financial officer, a position he
assumed in 1994, On January 1. 1999, he
also assumed responsibility for Visteon
Automotive Systems, Hertz and Ford Land.
In 1994, he was vice president and corporate
controller. He has held numerous positions
in financial services, product development,
finance and truck operations, including
international assignments. Mr. Devine

joined Ford in 1967.

GROUP VICE PRESIDENTS

Carlos E. Mazzorin

Carlos E. Mazzorin, 57, is group vice presi-
dent — Purchasing and Ford of Mexico, a
position he has held since July 1998.
Mazzorin previously had been vice president
of Purchasing for Ford Automorive
Operations since 1996. Prior to that, he
served in a variety of purchasing and pro-
curement positions, including posts in Brazil

and Spain. He joined Ford in 1972.

James ]. Padilla

James ]. Padilla, 52, is group vice president -
Manufacturing. He assumed this position
1, 1999. Previously, Padilla was
vice president of Ford Motor Company and

on January

president of Ford South American
Operations. From November 1996 to July
1998, he served as president of Ford
Argentina and Brazil. He has held manage-
ment positions in product engineering and
manufacturing, including the company’s
Small Car Segment and within Jaguar. He
joined Ford in 1966.

Richard Parry-Jones

Richard Parry-Jones. 47, is group vice presi-
dent - Product Development and Qualiry,

a position he has held since January 1. 1998.
Prior to this appointment, he was vice presi-
dent of the Small and Medium Car Vehicle
Center, a position he held since May 1994.
Mr. Parry-Jones joined Ford's European
Product Development Group in 1969 as an
apprentice, and upon graduating. held a vari-
ety of positions in product planning and
engineering including international assign-
ments.

Robert L. Rewey

Robert L. Rewey. 60, is group vice president
- Marketing, Sales and Service, a position he
has held since 1994. Previously. he was
group vice president - Marketing and Sales,
North American Automotive Operations
(NAAO) since December 1993 and vice pres-
ident - Marketing and Sales Operations,
NAAQ, since 1988. He served as a Ford vice
president and general manager of Ford
Division 1985-1988 and vice president and
general manager of Lincoln-Mercury
Division 1984-1985.

Henry D. G. Wallace

Henry D. G. Wallace, 53, is group vice
president - Asia Pacific Operations and
Associations, a position he has held since
January 1999. Prior to this, Wallace was
chief financial officer - Ford of Europe, and
vice president - European Strategic Planning,
since January 1998. Formerly president of
Mazda Motor Corporation, Wallace had
previously been executive vice president of
Mazda. He joined Ford Motor Company
in 1971 and progressed through a number

of management positions in Ford’s European,
Notth American and Latin American
operations.



Company Officers conined)

(As of March 1, 1999)

VICE PRESIDENTS

Gurminder S. Bedi
Truck Vehicle Center

William W. Boddie
Small and Medium Car Vehicle Center

Mei Wei Cheng
President,

Ford Mortor (China) Ltd.

William ]. Cosgrove
Business and Product Strategy

James D. Donaldson
President,
Ford of Europe, Inc.

Wayne S. Doran

Chatrman,

Ford Motor Land Development
Corporation

Louise Goeser

Qualiey

Ronald E. Goldsberry
Global Service Business Strategy

Elliotr S. Hall

Dealer Development

Mark W. Hutchins
President,
Lincoln and Mercury

1. Martin Inglis
President,
Ford South American Operations

Michael D. Jordan

Ford Customer Service Division

Kenneth K. Kohrs

Vaughn A. Koshkarian
Public Affairs

Robert O. Kramer

Roman J. Krygier

Powertrain Operations

Malcolm S. Macdonald

Treasurer

] Mays
Design

James E. Miller

Craig H. Muhthauser
President,
Visteon Automotive Systems

Janet G. Mullins
Washington Affairs

David L. Murphy

Human Resources

James G. O’Connor
President,
Ford Division

Helen O. Petrauskas
Environmental and Safety Engineering

William F. Powers
Research

Neil W. Ressler
Chief Technical Officer,
Research and Vehicle Technology

John M. Rintamaki
General Counsel and Secretary

Ross H. Roberts
President, Ford Investment Enterprises
Corporarion

Dennis E. Ross
Chief Tax Officer

Shamel T. Rushwin
Advanced Manufacturing Engineering
g bEng g

William A. Swift
Controller

Chris P. Theodore
Large and Luxury Car Vehicle Center

David W. Thursfield
Vehicle Operations

Robert J. Womac
Executive Vice President, Operations,
Visteon Automotive Systems

Martin B. Zimmerman
Governmental Affairs

Rolf Zimmermann
Chairman,

Ford Werke AG

The 1999 Ford Musiang continues
its 35-vear nadition of excmplifving
the wltinmate all-American sporis car.
Witlr « neve design and enhanced
performance. it exides free-spirited
confidence. The look is strong and
contenmporary whife remaining mue

10 Musiang s heritage.
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Design a car to match your personality and your eye color. Take a vehicle from concept to reality by designing.
building and testing it using K'Nex™ parts. Beat Lhe clock and lake the Pil Stop Challenge on a real race car. Experience
a high-lech testing demonstration and discover how Ford makes your vehicle reliable and safe. Become the vehicle
being built as you take a trip down the assembly line with sparks flying and the sounds and smells of manufacturing
all around you. Complete the experience with a hair-raising lap on the test track in our full motion simulator.
Explore Ford's commitment to the environment with groundbreaking work in alternative fuels, emissions and materials
in simulated labs. See the past and present come together through the vision of company founder Henry Ford in
the Spirit of Ford theater

For more information

call 313.31.SPIRIT (313.317.7474) or visit our Web site at
www.spiritotford.com.

No speed bumps - just nonstop excitement! That’s what you can expect at Spirit of Ford.
Opening across from Henry Ford Museum & Greenfield Village in spring 1999. This is

an experience you don’t want to miss. Better hold on to your seats!



Let’s Chat about the Business (March 5. 1999)

To Ford Employees and Others

his week, I want to discuss the evolution of our

strategic thinking, from Ford 2000 to our present

“Consumer Focus,” and describe what it means to
be a consumer company.

Ford 2000 was concerned with improving our efficiency
and productivity, as we merged most of our worldwide auto-
motive organizations into one global enterprise. In the next
stage, which involved the Business Leadership Implementation,
we encouraged everyone to think and act like owners by learn-
ing and teaching sound business acumen principles. We dis-
cussed the importance of focusing the business on shareholder
value and ways to become more entreprencurial in our think-
ing. The next stage in Ford’s transformation — which is the
focus of the Spirit of Ford cascades this month — will take us
from a leading global automotive manufacturer 1o a leading
consumer company.

What is a constumer company? It's an enterprise that is con-
tinuously gathering unfiltered consumer insights worldwide to:

* Connect with current and potential customers and
anticipate their present and future needs;

* Translate consumer needs into a competitive advanrage,
using fast cycle time and generation of breakthrough
products and services;

* Focus on building sustained relationships;

* Effectively manage a portfolio of brands; and

* Continuously grow shareholder value

Top consumer companies share ten major characteristics:

1) TOTAL CUSTOMER EXPERIENCE — Leading
consumer companies do not focus just on the product or serv-
ice, but on every point of contact with the consumer. Disney,
for example, focuses acutely on both current and future prod-
ucts and services 1o ensure that each reinforces the Disney
magic. Unfiltered customer insight is a key to Disney’s success.
Hertz also possesses a visceral understanding of the needs of the
time-starved business traveler and has translated them into the
Hertz #1 Club Gold card and the facilities and services that go
with it.

2) PRODUCT ‘HITS’ — The successful launch of new
products people love, but did not know they wanted. The
focus is on consumers’ lifestyles and anticipating their future
needs. At Ford, our Truck Vehicle Center has developed a cul-
ture that applies candid feedback received from clinics, focus
groups and other research. The Truck VC focuses on “getting
to know” target customers and then does what it takes to satis-
fy them. Recent winners are the Ford Expedition and Lincoln
Navigator which, respectively, redefined one segment and creat-
ed a new one almost overnighr,

3) CUSTOMER LOYALTY — Creating intensc, sus-
tained relationships over time. Often, loyalty is built by offer-
ing a choice of rewards, which allows the customer to make a
personal selection. American Express uses this technique by
learning from the choices and using that information to devel-
op future rewards. While other credit cards invest to take cus-
tomers away from their competitors, American Express invests
to build relationships with its present customers.

4) RETAILING AND DISTRIBUTION — The retail-
er and the consumer company work together to bring mutual
benefit to one another. Procter & Gamble, the leading pack-
aged goods firm, and Wal-Mart, the largest retailer, share infor-
mation to help each other with logistics, category management
and promorions.

5) BRAND PROCESS — Coca-Cola has a process that
takes mature brands and grows them further. Consistency is
achieved through the brand name, advertising, packaging and
even the promotions conducted with the bottlers. The process
is replicated in new markets and segments. Jaguar also has a
brand process characterized by consistent nomenclature. adver-
tising, brochures and marketing that has differentiared Jaguar
from the other brands in Ford's portfolio.

6) LOGISTICS — Creating efficiencies in procurement
and distribution to produce the lowest total cost to consumers.
FedEx customers may book and monitor catgo to best suit their
needs. The customer is given more information and control
and logistics are simplified.

7) BUILD TO DEMAND — Despite rapid growth,
Dell Computer maintains short lead times by marketing to
consumers directly and allowing them to configurc their own
systems. Dell is able to make suggestions over the Interner or
telephone and has been able to tweak these suggestions based
on the commodiries available. Lead times are reduced through
supplier communications, who are able to keep their invenrories
in Dell facilities.

8) CUSTOMER KNOWLEDGE SYSTEM —
Soliciting, retaining, and drawing insights from the customer
g g
base. FedEx surveys its customers several times annually, and
the informarion is shared with its entire organization, not just
marketing. The findings are used to improve customer service,
promote cross selling and build a competitive advantage.

9) E-COMMERCE — Interacring, distributing and sell-
ing directly online. Microsoft has produced many profitable
online sub-businesses. Working with other companies,
Microsoft has been able to leverage its Microsoft Nerwork to
tap into new businesses and to create chat rooms to interact
directly with customers.

10) GROWTH — 3M says 30 percent of its sales are
from products that were developed in the last four vears, and
two of every three products create all-new categories. 3M boasts
a culture of creativity, where 15 percent of every employee’s time
is dedicated to developing new ideas. Ford's Truck Vehicle
Center follows a similar strategy: Dominate by executing new
ideas (Expedition and Navigator) and integrate new ideas with
existing successes (F-Series).

Why 1s it important to become a leading consumer com-
pany? Connecting with consumers is the kev to business success.
One measure of this is how the market vajues companics with a
consumer focus. The median price-to-earnings ratio for great
consumer companics is over 30; Ford's P/E is 1 1. The connec-
tion berween a leading consumer company and shareholder
value is very clear. While there is much to do. there are already
several successes within Ford: the Truck VC, Hertz, Jaguar, for
example. There are many more, and all of them have many les-
sons to teach. | am counting on all of you, the owners and
leaders of the business, to help move us forward with a
“Consumer Focus” second to none.

Recently, I modified my closing to you, and I'm making
another modification today rhat reflects the dual but comple-
mentary objectives before us.

Consumer-focused and shareholder-driven,

Jac
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Glossary of Terms

AFVs
Alternative Fuel Vehicles. Cars and trucks designed to oper-
ate on a fuel other than gasoline.

Auto Collection

Ford’s new sales entities that are jointly owned by Ford and its
dealers, servicing large metro geographic areas. This structure
combines customer-driven rerail, service and facility processes
to create a total brand experience.

Brand

A product or service that delights customers, satisfying both
tangible needs and emotional desires, and today, consumers
define brands, not manufacturers.

Consumer Focus

The theme of this year's Annual Report. The basis of every-
thing we do at Ford Motor Company. (See “Let's Chat”™ on
page 29.)

Derivative

A product derived from or based on another product
platform. The vehicles shown at the bottom of the page
are all derivatives of Ford’s tough F-Series truck platgorm.

DirectSERVICE™

An investment and stock purchase program of First Chicago
Trust Company which permits investors to purchase their first
share of Ford stock directly through the program. New Ford
investors can call 1-800-279-1237 for derails.

EVs
Electric Vehicles. Cars and trucks that use bartteries as a
power source.

FFVs

Flexible Fuel Vehicles. Cars and trucks able to operate on a
combination of fuels — generally unleaded gasoline and
ethanol or methanol — in one tank.

Fuel Cells

A power source that generates electricity from hydrogen and
oxygen, producing water as the only reaction byproduct,
thereby making it a true zero-emission energy converter.

ISO

International Standards Organization. This organization
develops and issues worldwide standards for business and
industry. The acronym is used in conjunction with a number
(e.g., ISO 9000) which identifies a specific set of standards.
(1SO 9000 1s the worldwide Qualiry Svstems standard; 1ISO

14001 is the global environmental management standard.)

J.D. Power and Associates

An international firm best known for its marketing informa-

rion services in key business sectors, including market

research, forecasting, and customer satisfaction. The firm's
uality and satisfaction measurements are based on responses

?rom more than a million consumers annually.

LEV/ULEV/ZEV

Low-Emission Vehicles/Ultra-Low Emission Vehicles/Zero-
Emission Vehicles. These acronyms refer to levels of vehicle
emissions set by the U.S. government, with the ZEV standard
being the most stringent.

Milestones
Financial or operaring targets established early in the vear
which allow an assessment of progress.

Platform

A basic rolling chassis on which a number of vehicles can be
built. For example, Ford’s F-Series platform is used as the
basis for all the vehicles shown at the bottom of this page.

Program Team

A cross-functional (e.g. marketing, manufacturing. engineer-
ing, design, finance, etc.) co-located group of emplovees
brought together to plan, develop and execute a new vehicle
program.

Prototype

Test or concepr vehicle, usually hand-built, used to develop
and prove out a new product concept or to confirnt a new
product’s design and manufacturing processes prior to going,
into full production.

Spin-off

A form of corporate divestiture that results in a subsidiary or
division becoming an independent company. In a traditional
spin-off, shares in the new company are distributed to the
parent corporation’s shareholders on a pro-rata basis.

TH!NK

A wwo-passenger electric ciry car manufactured by PIVCO
Industries, a Norwegian company, in which Ford has
purchased a majority interest.

Total Cost Management

Comprehensive Ford and supplier team approach for
managing tortal costs to improve customer and shareholder
value. It includes the evaluation of all processes in the value
chain from raw marerials to end product, to eliminate waste,
improve quality and oprimize the “value-added” of each
process.

Total Shareholder Return
Share price changes plus reinvestment of dividends for
a defined period of time.

Transformation

Comprehensive reprocessing of our business to achieve
industry leadership in the 21st cencury. Change required
to move from a leading manufacturing company to the
world’s leading consumer company that provides
automotive products and services.

Y2K

Widely used abbreviation for the Year 2000. Also,
commonly used acronvm for the problems that may be
encountered in any date-sensitive computer hardware or
software that was designed using a two-digit year date
formar. These computer systems may not propetly
recognize dates after December 31, 1999, and therefore
may perform their tasks incorrectly or fail altogether.

Ford F-Scries wnder 8300 pownd GV platlorm variations - (from lefi) Ford F-130. Ford Expedition and Lincoln Navigator:
{n 199N more than a million wnits were sold trom this global platform. one of three Ford global platforms tharwill scll more

thait a million unirs a vear:
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1998 FINANCIAL RESULTS

Ford’s 1998 financial highlights include record full-year earnings of $6.6 billion (excluding The Associares and .
one-time items), up 10% from 1997; automotive return on sales of 4.0%, up 1/10 point and our best return since
1988; the strongest year-end balance sheet in our history with record cash of $23.8 billion; and record fourth quarter
earnings of $1.7 billion (excluding The Associates and one-time items) — the 11th consecutive quarter of year-over-year
improvement. ’ TS

Along with record earnings and record cash flow, we increased the dividend by 10% and completed the spin-off
of The Associates to Ford shareholders. These financial results and shareholder value actions allowed us to deliver a
superior total return of 89% to our shareholders in 1998, placing us in the top quartile of the S&P 500 for the second

year in a row.
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70 Eleven-Year Financial Summary
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47 Consolidated Statement of Stockholders’ Equity
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Management’s Discussion and Analysis of

Financial Condition and Results of Operations

OVERVIEW

Our worldwide net income was
$22,071 million in 1998, or $17.76
per diluted share of Common and
Class B Stock. This compares with
the $6,920 million, or $5.62 per
diluted share, we earned in 1997.
Our 1998 ner income includes
earnings of $177 million from The
Associates through March 12, 1998
and a one-time, non-cash gain of
$15,955 million that resulted from
our spin-off of The Associates.
Excluding these amounts related to
The Associates, our net income
would have been $5,939 million, or
$4.72 per diluted share of Common
and Class B Stock, compared with
1997 net income (excluding The
Associates earnings) of
$6,088 million, or $4.94 per
diluted share.

Our 1998 net income also
includes the following other one-
time charges totaling $631 million,
which we incurred in the fourth
quarter:

* $472 million for employee
early retirement and
separation programs,

* $86 million for writing off
our net exposure in
Kia Motors Company, and

* $73 million relating to the
transfer of our Baravia, Ohio
transmission plant to a new
joint venture company
formed by us and
ZF Friedrichshafen AG to
manufacture continuously
variable transmissions.

In addition, our earnings per
share in 1998 were reduced by
$0.07 for the premium paid to
repurchase our Series B preferred
stock. For more details regarding
one-time charges see Note 15 (pages
66 and 67) of our Notes to
Financial Statements.

Our worldwide revenues were
$144.4 billion in 1998, down
$9.2 billion from 1997. We sold
6,823,000 cars and trucks in 1998,
down 124,000 units from 1997.
Our stockholders’ equity was
$23.4 billion at

December 31, 1998, down

$7.3 billion compared with
December 31, 1997. This
reduction primarily was a result of
The Associates spin-off.

FOURTH QUARTER
1998 RESULTS OF

OPERATIONS

In the fourth quarter of 1998,
we earned $1,043 million, or $0.84
per diluted share of Common and
Class B Stock, compared with
$1,796 million, or $1.45 per
diluted share, in the fourth quarter
of 1997. The one-time charges
discussed above and the absence of
earnings from The Associates in the
fourth quarter of 1998 more than
account for the earnings decline.
Excluding one-time charges, our

fourth quarter 1998 earnings would
have been $1,674 million, or $1.35
per diluted share, compared with
earnings (excluding The Associates)
of $1,572 million, or $1.27 per
diluted share, in 1997.

Derails of our Automortive
sector earnings for the fourth
quarter of 1998 and 1997 are
shown in Table A.

The decline in our fourth
quarter 1998 Automotive sector
earnings in North America is more
than explained by one-time charges
of $363 million. Without the one-
time charges, our results in North
America would have improved over
our fourth quarter 1997 earnings by
$57 million, reflecting primarily
higher sales volume, offset partially
by higher marketing costs.

Table A: Fourth Quarter Automotive Sector Earnings (in millions)

North American Automotive

Automotive Outside North America

- Europe

- South America

- Rest of World
Total Automotive Outside North America
Total Automotive Sector

Fourth Quarter
Net Income/(Loss)

1998
o)
1998 1997 1997
$1,047 $1,353 $ (3086)
(74) 158 (232)
(151) 71 (80)
(2) (99) 97
(227) (12) (215)
$ 820 $ 1,341 $(521)

Total Company Net Income

(in millions, excluding The Associates)

1996 . $3701

|Memo: Earnings Per Share $3.03

1997 E $6088 |

Memo: Eam.m s Per Share $4.94
1998 $5939

Memo: Earnings Per Share $4.72
The company’s net income excluding The
Associates was down 2% versus 1997,
Excluding one-time items, net income

was $6,570 million (not shown), up
10% over 1997 and a new record.

Ford Worldwide Vehicle Unut Sales

(1n thousands)

1996 1 60653
| Memo: Truck Mix 43% ‘

1997 -; 6947 |

iMemo: Truck Mix 46%
o

| Memo: Truck Mix 47%

6823 |

Worldwide vehicle unit sales were down
2% from 1997's record, but topped

6 million units for the sixth consecutive
year.



The decline in our fourth
quarter Automotive sector earnings
in Europe reflects one-time charges
of $137 million, lower volume and
cost associated with the Focus car
line launch, offser partially by cost
reductions. The earnings decline in
South America was caused by one-
time charges and the deteriorating
economy in Brazil.

Derails of our Financial
Services sector earnings for the
fourth quarter of 1998 and 1997
are shown in Table B.

Qur Financial Services sector
had lower fourth quarter 1998
earnings primarily because, unlike
in the fourth quarter of 1997, they
did not include earnings from The
Associates.

FULL-YEAR 1998 RESULTS
OF OPERATIONS

Dertails of our full-year
Automotive sector earnings for
1998, 1997 and 1996 are shown
in Table C.

Details of our full-year
Financial Services sector earnings
for 1998, 1997 and 1996 are
shown in Table D on page 34.

1998 COMPARED
WITH 1997

Automotive Sector

Worldwide earnings for our
Automotive sector were
$4,752 million in 1998 on sales
of $119.1 billion, compared with
$4,714 million in 1997 on sales of
$122.9 billion. Excluding one-time
charges, our Automotive sector
earnings were $5,377 million in
1998 compared with $4,883 million
in 1997. The 1997 one-time charge
was for restructuring actions in the
second quarter. The increase in
operating earnings reflects primarily
continued cost reductions and
improved vehicle mix, offset partially
by lower volume and higher
marketing costs. Adjusted for constant
volume and mix, our total costs in
the Automotive sector declined
$2.2 billion compared with 1997.

Our Automotive sector
earnings in North America were
$4,612 million in 1998 on sales
of $87 billion, compared with
$4,434 million in 1997 on sales of
$89 billion. Excluding one-time

Table B: Fourth Quarter Financial Services Sector Earnings (in millions)

Fourth Quarter
Net Income/(Loss)

1998
O/(V)
1998 1997 1997
Ford Credit $234 $218 $ 16
Hertz 48 35 13
Minority Interests, Eliminations,
and Other (excluding
The Associates) (59) (22) (37)
Financial Services (excluding
The Associates) 223 231 (8)
The Associates - 278 (278)
The Associates Minority Interest - (54) 54
Total Financial Services Sector $223 $455 $ (232)
Memo: Ford's share of earnings in
The Associates 5 - $224 $ (224)
Hertz 39 28 i1
Table C: Full-Year Automotive Sector Earnings (in millions)
Full-Year
Net Income/(Loss)
1998 1997 1996
North American Automotive $4,612 $4,434 $2,255
Automotive Outside North America
- Europe 193 273 (291)
- South America (226) 40 (642)
- Rest of World 173 (33) 333
Total Automotive Outside North America 140 280 (600)
Total Automotive Sector $4,752 $4,714 $1,655
Automotive Cost Change
(in bitlions at constant volume and mix)
up down
182.9
$3.0]
$2.2

In 1998, Ford achieved an additional $2.2 billion in total cost reductions
in its worldwide automotive sector, making an unprecedented total

reduction of $5.2 billion in the last two years.
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charges, earnings were

$4,975 million, up $416 million
compared with a year ago. The
increase reflects primarily continued
cost reductions and improved
vehicle mix, offset partially by lower

volumes and higher marketing costs.

The after-tax return on sales for our
North American Automotive sector
was 5.3% in 1998. Excluding one-
time charges, after-tax return on
sales was 5.8%, up 6/10 of a
percentage point from 1997.

In 1998, 16 million new cars
and trucks were sold in the United
States, up from 15.5 million units
in 1997. Our share of those unit
sales was 24.6% in 1998, down
4/10 of a percentage point, more
than explained by the
discontinuation of low margin
vehicle lines.

Our Automotive sector
earnings in Europe were
$193 million in 1998, $80 million
worse than a year ago. The
deterioration reflected higher
restructuring costs, lower export
sales and costs associated with the
Focus car line launch offset partially
by cost reductions. -

In 1998, 16.1 million new cars
and trucks were sold in Europe, up
from 15 million units in 1997.
Our share of those unit sales was
10.3% in 1998, down
1.1 percentage points from a year
ago. In the fourth quarter of 1998,
our market share in Europe was
9.4%, down 1.7 percentage points.
Our market share declined because
of intense competitive conditions in
Europe and limited availability of
our new Focus car line during its
launch.

Our Automotive sector in
South America lost $226 million in
1998, compared with a profit of

Table D: Full-Year Financial Services Sector Earnings (in millions)

Full-Year
Net Income/(Loss)
1998 1997 1996
Ford Credit $ 1,084 $1,031 $1,441
Hertz 277 202 159
USL Capital - - 191
One-Time Actions
- Gain on Sale of Common Stock
of The Associates and Hertz - 269 650
- Sale of USL Capital Assets - - 95
- Budget Rent a Car Write-down - - (233)
Minority Interests, Eliminations,
and Other (174) (128) (257)
Financial Services (excluding
The Associates) 1,187 1,374 2,046
The Associates 220" 1,032 857
The Associates Minority Interest (43) (200) (112)
Gain on the Spin-off of
The Associates 15,955 - -
Total Financial Services Sector $17,319 $2,206 $2,791
Memo: Ford’s share of earnings in
The Associates $ 177 $ 832 $ 745
Hertz 224 168 159

*Through March 12, 1998

Automotive and Financial Services
1998 Net Income

(in millions)

T

Financial
Services

. $4752

Automotive

S

Excluding The Associates. in 1998,

80% of worldwide net income was earned
by the Automotive sector and 20% by the
Financial Services sector versus 77% and
23% respectively in 1997,

U.S. Market Share

Ford ranks second in

the U.S. market with a

combined car and truck
5 7 | market share of 24.6%,
- down slightly from
1997 as a result of the
25.0)e. discontinuation of low-
margin vehicle lines.

European Market Share
|

1996 E 11.8 % |
ro07 [T
E

1998

Ford ranks sixth in
the highly competitive
European market with
a combined car and
truck market share of
10.3%, down 1.1
points from 1997
primarily because of
intense competitive
conditions and limited
availability of the new
Focus car line during
its launch.



$40 million in 1997. The decline
was the result of lower volume and
revenue resulting from weak
economic conditions and charges
we incurred for employee reductions,
offset partially by lower costs. We
reduced production in Brazil and
Argentina in the fourth quarter
because of anticipated weaker
demand in those markets in 1999,
In 1998, 1.6 million new
cars and trucks were sold in Brazil,
compared with 1.9 million in 1997,
Our share of those unit sales was
13.1% in 1998, down 1.2
percentage points from a year ago.
In the fourth quarter of 1998, our
market share in Brazil declined to
11.8%, down 5 percentage points.
These declines in market share
reflect new product entries from
other manufacturers and an
increasingly competitive marker.
Our Visteon operations,
included in our Automortive sector,
earned $712 million on revenues of
$17,762 million in 1998, compared
with $518 million on revenues of
$17,220 million in 1997. This
earnings improvement reflects
primarily cost reductions and
increased revenue. Visteon’s after-tax
return on sales in 1998 was 4.0%,
up one percentage point compared
with the prior year.

Financial Services Sector
Earnings of our Financial
Services sector consist primarily of

two segments, Ford Credit and
Herwz. In 1998, we spun-off The
Associates to our shareholders,
resulting in a $15,955 million gain
to Ford. For details of the spin-off
see Note 15 (page 66) of our Notes
to Financial Statements.

Ford Credit’s consolidated net
income in 1998 was $1,084 million,
up $53 million or 5% from 1997.
Compared with 1997, the increase
in full-year earnings primarily
reflects improved credit loss
performance, higher gains on
receivable sales, Jower effective tax
rates and higher financing volumes,

Table E: Review of 1998 Financial Targets

Full-Year 1998 Target

1998 Result

Automotive Sector

= North America
* Europe

¢ South America
*» Total Costs

Profitable
Breakeven

5% return on sales

Down $1 billion from 1997

5.3% return on sales
$193 million profit
$226 million loss
down $2.2 billion

(at constant volume and mix)

* Capital Spending
* Visteon
Financial Services Sector

* Ford Credit
* Hertz

Lower than 1997
$1.5 billion in new business
Improve return on sales

Grow earnings 10%+
Record earnings

$29 miilion lower

Up 5%
Record

$2.3 billion in new business
1 percentage point improvement

(Up $75 million from 1997)

offset partially by lower net
financing margins and higher
operating costs. Lower financing
margins reflect higher depreciation
expense for leased vehicles as a result
of lower-than-anticipated residual
values.

Earnings at Hertz in 1998 were
$277 million (of which
$224 million was Ford’s share). In
1997, Hertz had earnings of
$202 million (of which
$168 million was Ford’s share). The
increase in earnings reflects primarily
higher revenues and improved profit
margins in worldwide car rental
operarions.

Review of 1998 Financial
Targets

We set and communicarted the
financial targets for 1998 shown in
Table E. Our results against those
targets are also listed.

The Automotive sector in South
America did not meet its target to
break even as a tesult of lower
volume and revenue resulting from
weak economic conditions and
charges we incurred for employee
reductions. Ford Credit’s shortfall to
achieve the target to grow earnings
by 10% reflected primarily the
impact of lower-than-anticipated
residual values.

Brazilian Market Share

\
1996 x 10+,
1997 E’ﬁ
1998 E 13.1 o

Ford ranks fourth in the Brazilian
market with a combined car and truck
share of 13.1%. down 1.2 points from
1997 reflecting new product entries from
other manufacturers and an increasingly
competitive market.

14.3 =,

1997 COMPARED
WITH 1996

Automotive Sector

Our automotive sector earnings
in Notth America were a record
$4.,434 million in 1997, up
$2,179 million from 1996. The
increase reflected higher margins
from ongoing cost, quality and
vehicle mix improvements.
Adjusted for constant volume and
mix, total Automotive costs
declined $3 billion in 1997.
The after-tax return on sales was
5.1% in 1997, up 2.3 percentage
points from 1996.
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The U.S. economy continued
on a path of strong growth, low
unemployment and moderate
inflation in 1997. In 1997,

15.5 million new cars and trucks
were sold, about the same level as
1996. Ford’s share of those unit
sales was 25%, down 2/10 of a
percentage point from 1996.

Our Automotive sector
operations in Europe returned to
profitability in 1997 with earnings
of $273 million, compared with a
loss of $291 million in 1996. The
improvement reflected primarily
lower operating costs (at constant
volume and mix), offset partialty by
lower volume.

In 1997, 15 million new cars
and rrucks were sold, compared
with 14.3 million units in 1996.
Ford’s share was 11.4%, down 4/10
of a percentage point from 1996.

Our Automotive sector
operations in South America were
profitable, earning $40 million in
1997, compared with a loss of
$642 million in 1996. Higher
earnings reflected primarily
improved volume and mix, and
lower material costs (at constant
volume and mix). In 1997,

1.9 million new cars and trucks
were sold in Brazil (the largest
market in South America). Ford’s
share of those unirt sales was 14.3%
in 1997, up 4.3 percentage points
from 1996.

Financial Services Sector

Earnings for the Financial
Services sector in 1997 were down
$585 million, compared with 1996.
Excluding the one-time actions in
1997 and 1996 shown previously,
results from operations in 1997
were down $342 million from
1996.

Lower earnings at Ford Credit
in 1997, compared with 1996,
resulted primarily from lower net
financing margins, higher credit
losses and loss reserve requirements,
and a higher effective tax rate;
improved operating costs and higher
financing volumes were a partial

offset. Net financing margins
decreased from 1996, reflecting
higher depreciation costs on leased
vehicles (as a result of lower-than-
anticipated residuals). Credir losses
as a percent of average net finance
receivables (including net
investment in operating leases) were
0.89% in 1997, compared with
0.78% in 1996, reflecting higher
losses per repossession.

Record earnings at The
Associates reflected primarily higher
levels of earning assets and
improved net interest margins,
offset partially by higher credit
losses. Credit losses as a percent of
average net finance receivables were
2.40% in 1997, compared with
2.03% in 1996.

Record earnings at Hertz
reflected continued strong
performance in the U.S. car rental
market both in terms of increased
transaction volume and more
favorable pricing.

LIQUIDITY AND
CAPITAL RESOURCES

Automotive Sector

At December 31, 1998, our
Automotive sector had $23.8 billion
of cash and markerable securities,
up $3.0 billion from
December 31, 1997. This increase
occurred even though we paid a
total of $2.1 billion in regular cash
dividends on our Common Stock,
Class B Stock and Preferred Stock
during 1998, and paid a special cash
dividend of $3.2 billion related to
The Associates spin-off.

In 1998, we spent $8.1 billion
for capital goods, such as
machinery, equipment, tooling and
facilities, used in our Automotive
sector. This is down $29 million
from 1997. Capital expenditures
were 6.8% of sales in 1998, up
2/10 of a percentage point from
a year ago.

At December 31, 1998, our
Automotive sector had total debt of
$9.8 billion. This amount was 30%
of our total capitalization (that is,
the sum of our stockholders’ equiry
and Automotive debr) ar the end of

1998, compared with 21% of toral
capitalization at year-end 1997.

Financial Services Sector
The Associates spin-off
primarily explains the declines
discussed in this section.
At December 31, 1998, our

Automotive Cash

(i balhons)

1996

Memo: Automotive Debt $8.2

1997 $20.8

Mamo: Automotive Debt $8.2

1998 $23.8 ‘

Memo: Automotive Debt $9.8

Ford once again ended the year with a
very strong balance sheet and new record
automotive cash of $23.8 billion.

Common Stock Dividends
(in billions)

1996

$1.8 |

Memo: Per Sha're_$1.47

$2.0

Memo: Per Share $1.65

1997

1998

Memo: Per Share §1.72 $2.60

Ford’s common stock dividend was
increased in 1998 for the 5th consecutive
year as a result of the continuation of
dramatic operating and cash flow
improvements. Including the special cash
distribution of $3.2 billion as part of the
spin-off of The Associates. Ford’s total
cash distribution to shareholders in 1998
was an all-time record $5.3 billion.

. 52.1 oot $3.2 \ $5.3 1an

Automotive Capital Spending

in billions)

$8.2 |

1996 :
Memo: percent of sales 7.0%

1997 i $8.1
Memo: percent of sales 6.6% g

1008 I $8.1

| Memo: percent of sales 6.8%

Automotive capital spending decreased
shghtly in 1998, the fourth consecutive
year of decline.



Financial Services sector had cash
and marketable securities totaling
$2.1 billion, down $1.7 billion
from December 31, 1997.

Nert receivables and lease
investments were $132.6 billion
at December 31, 1998, down
$43 million from
December 31, 1997.

Total debr was $122.3 billion
at December 31, 1998, down
$37.8 billion from
December 31, 1997.

Outstanding commercial
paper at December 31, 1998
totaled $46.2 billion at Ford Credir,
and $2.3 billion at Hertz, wirh an
average remaining maturity of
30 days and 52 days, respectively.

For a discussion of the credit
and other financial support facilities
for our Automotive and Financial
Services sectors at
December 31, 1998, see Note 9
(page 61) of our Notes to Financial
Statements.

YEAR 2000 DATE
CONVERSION

General

An issue affecting Ford and
others is the inability of many
computer systems and applications
to process the year 2000 and
beyond (“Y2K”). To address this
problem, in 1996, we initiated a
global Y2K program to manage
Ford’s overall Y2K compliance
effort. As part of this program, we
established a global Central
Program Office to coordinate our
Y2K compliance efforts. We also
have established a Y2K Steering
Commirttee comprised of senior
executives to address compliance
issues, Ford’s Y2K program has
been certified by the Information
Technology Association of America
as meeting its Y2K best practices
standards.

State of Readiness

We achieved all compliance
objectives that we set for ourselves
for 1998, including interim 1998
objectives. We expect to complete
most of the remaining remediation

efforts by the end of June 1999,
with the rest completed in the third
quarter of 1999. We have identified
the following ten distinct areas for
Ford’s Y2K compliance efforts:

Business Computer Systems:
These include computer systems
and applications relating to
operations such as financial
reporting, human resources,
manufacturing, marketing and sales
(including vehicle ordering), product
engineering and design, purchasing
and treasury. In 1997, we
implemented a compliance plan
focused on critical systems. By year-
end 1998, all critical systems had
been repaired, tested, independently
verified and implemented into a
producton environment. In
addition, we initiated an enterprise
test plan for all key business
processes in Novemnber 1998. As
of February 28, 1999, 86% of all
business computer systems were
Y2K compliant.

Plant Floor Equipment: We
have implemented a process to assess
equipment and machinery in our
180 manufacturing and assembly
plants and parts warehouse facilities.
We have implemented strategies to
repair, replace, or develop
contingency plans for all non-
compliant hardware and software.
As of February 28, 1999, 92% of
our plant floor systems were Y2K
compliant, and 85% of those systems
that are critical were Y2K compliant.

Suppliers: Ford has deployed, in
conjunction with an industry trade
association (the Automotive Industry
Action Group), a process to pursue a
common Y2K compliance approach
with the automotive supply industry
in North America. Similar actions
are underway in Europe and the rest
of the world. Y2K awareness and
educartional sessions have been made
available to first, second and third-
tier suppliers. Ford does business
with approximately 5,000 vehicle
production and critical non-
production suppliers. We have
asked each of these suppliers to
respond to a Y2K compliance
questionnaire, and a majority of
them have done so. Based on these

responses, the criticality of the
producr or service being supplied
and other factors. during 1999 we
will selectively audit Y2K
compliance of our suppliers.

Vehicle Components: Although
testing continues, we have
determined that the Y2K problem
does not affect the onboard
computer systems in our vehicles.
The functionality of these systems is
based generally on engine cycles or
the time elapsed since the vehicle
was started. not any particular date.
We have surveyed suppliers of
microprocessors and embedded
system assemblies, and no problems
have been identified to date. Recent
internal global surveys to all Ford
employees have substantiated these
findings.

Affiliates: Ford Credic, Herrz,
and our other consolidated
subsidiaries, as well as our non-
consolidated joint ventures, have
developed plans to address Y2K
compliance similar to those of Ford.
We have contacted and are
monitoring over 200 affiliates to
ensure plans are in place to achieve
timely Y2K compliance.

Product Development Test
Equipment. This includes
equipment and systems for testing
vehicle emissions, safety, and
performance. We are working with
suppliers to replace non-compliant
systems with common global test
systems where needed. As of
February 28, 1999, 45% of our
product developement test systems
were Y2K compliant, and 63% of
those systems that are critical were
Y2K compliant.

End-User Computing: Desktop
computers are used throughout
Ford. Our plans to make these
computers Y2K compliant include
the replacement or repair of all non-
compliant computers and related
software, distribution of an
assessment tool for end-user
developed applications and the
training of over 700 end-user
program coordinators worldwide.
As of February 28, 1999, 57% of
critical end-user programs were

Y2K compliant.
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Technical Infrastructure: We
established a dedicated testing facility
to repair and test our critical systems
infrastructures, such as wide area
networks, local area networks,
electronic data centers and
e-mail systems. As of
February 28, 1999, 75% of our
hardware, sofrware and global
communications network were
Y2K compliant.

Dealers: We are handling the
compliance of all Ford-developed
dealer systems, such as vehicle and
parts ordering systems. Dealer
compliance efforts with respect to
other systems are being monitored by

Table F: Y2K Timetable and
Sratus as of February 28, 1999

This table shows our timing to
be fully compliant with Y2K
requirements by major business
activity. By September 1999, all
systems are targeted to be 100%
compliant.

us through various dealer service
providers.

Physical Properties and
Infrastructures: We have assessed the
impact of Y2K on all building
systems globally in two phases.
Phase I included energy
management, fire and securiry
systems in our production facilities.
We are correcting problems where
required. Phase II of the program
has expanded to include leased office
facilities. These facilities have
minimal Y2K issues. As of
February 28, 1999, 82% of our
plant, engineering support and

1996 1997

1998

owned office building systems were
Y2K compliant. We are also
confirming the Y2K preparedness
of our energy and other utility
suppliers.

Set forth in Table F is a
timetable showing Ford’s internal
target dates for compliance and the
status of compliance (at
February 28, 1999) for each
of the areas mentioned above.

We established these target dates
before December 31, 1999 to
allow sufficient time to perform
enterprise-wide testing and further
validation of our Y2K compliance.

1999 2000

Business
Computer Systems

n: 100% compliant by 6/99

Status: 86% a i

Plant Floor Equipment

r
:‘100% compliant by 6/99

I
i
X Status: 92%

' :

b/ !

Production and

Critical Non-Production Suppliers E 100% ready by 6/99 ¢/ |

i Status: 88%

Vehicle Components

'.f 100% compliant by 6/99

|

Status: 100%

Affiliates

lan: 100% ready by 6/99 ¢/

Status: 88%

Product Development

in: 100% compliant by 6/99

Test Equipment

Statys: 45% d/
|

Critical End-User
Computing

:100% compliant by 6/99 |

:Status: 57%

Technical Infrastructure

: 100% compliant by 6/99 i

Status: 75%

Dealers

Status: 78%

! WEmO% ready by 9/99 ¢/

T
i
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1
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Physical Properties
and Infrastructure

1 |
E 100% compliant by 6/99

Status: 82%

§/100% of critical business computer systems were compliant at year-end 1998.

yas% of critical plant floor equipment was compliant at February

g"Reudy" means having a comprehensive Y2K program in place and a plan that will achieve compliance before January 1, 2000.

CySS% of critical product lop 1t test equip was

28, 1999,

1t at February 28, 1999.




Y2K Costs

We estimate that we will spend
about $375 million for our Y2K
compliance efforts. We will incur
this amount over about a three-year
period that commenced mid-1997
and will end mid-2000. Y2K
compliance costs incurred through
December 31, 1998 were about
$155 million. Our annual Y2K
costs relating to information
technology have represented and
are expected through year-end
2000 to represent about 10% of
our total annual information

technology budget.

Y2K Risks

The most reasonably likely
worst case scenario for Ford with
respect to the Y2K problem is the
failure of a supplier, including an
energy supplier, to be Y2K
compliant such that its supply of
needed products or services to a
Ford or supplier manufacturing
facility is interrupted temporarily.
This could result in Ford not being
able to produce one or more vehicle
lines for a period of time, which in
turn could result in lost sales and
profits. We are monitoring the
preparedness of utility suppliers to
ensure plans are in place for
uninterrupted service.

Y2K Contingency Plans

We have established a Y2K
business resumption planning
committee to evaluate business
disruption scenarios, coordinate the
establishment of Y2K contingency
plans, and identify and implement
preemptive strategies. The
committee will develop detailed
contingency plans for critical
business processes by the end of
March 1999 and will validate those
plans by the end of June 1999.

EURO CONVERSION

A single currency called the
euro was introduced in Europe on
January 1, 1999. Eleven of the
fifteen member countries of the
European Union adopted the euro
as their common legal currency as
of that date. Fixed conversion rates
between these participating

countries existing currencies (the
“legacy currencies”) and the euro
were established as of that date. The
legacy currencies will remain legal
tender as denominations of the euro
until at least January 1, 2002 (but
not later than July 1, 2002). During
this transition period, parties may
settle transactions using either the
euro or a participating country’s
legacy currency.

The increased price transparency
resulting from the use of a single
currency in the eleven participating
countries may affect the ability of
Ford and other companies to price
their products differently in the
various European markets. A
possible result of this is price
harmonization at lower average
prices for products sold in some
markets. Neverrheless, differences in
national value-added tax regimes,
national vehicle registration taxes,
customer preferences for equipment
and options, sizes and types of
vehicles and engines, and trade-in
values may reduce the potential for
price harmonization.

Introduction of the euro may
reduce the amount of Ford’s
exposure to changes in foreign
exchange rates, due to the netting
effect of having assets and liabilities
denominated in a single currency as
opposed to the various legacy
currencies. As a result, our foreign
exchange hedging costs could be
reduced. Conversely, because there
will be less diversity in our exposure
to foreign currencies, movements in
the euro’s value in U.S. dollars could
have a more pronounced effect,
whether positive or negative, on us.

We have budgeted up to
$50 million (including
contingencies) for the period from
1997 through 2003 to cover the
worldwide costs of preparing for and
making operational changes to
accommodate introduction of the
euro. Certain of our business
funcrions have introduced euro-
capability as of January 1, 1999,
including, for example, systems for
making and receiving certain
payments, pricing and invoicing.
Other business functions will be
converted for the euro by the end
of the transition period

(December 31, 2001), but may be
converted earlier where operationally
efficient or cost-effective, or to meet
customer needs.

DISSOLUTION OF
AUTOEUROPA JOINT
VENTURE

Effective January 1, 1999, our
joint venture with Volkswagen AG
in Portugal (AutoEuropa) was
dissolved. This action will improve
our first quarter 1999 after-tax
results by approximately $165 million.
Prior to the dissolution, we held a
50% interest in AutoEuropa and
accounted for it on an equity basis.

YOLVO

On March 1, 1999, we entered
into a definitive agreement with
AB Volvo for the purchase of Volvo's
worldwide passenger car business
for a price of $6.43 billion. On
March 8, 1999, AB Volvo's
shareholders approved the
transaction. 1he transaction will
close following receipt of regulatory
approvals.

ROUGE COMPLEX

On February 1, 1999, an
explosion occurred at the
powerhouse of the Rouge Complex
in Dearborn, Michigan, completely
halting production at the
powerhouse. Thirty-one people were
injured or died as a result of this
accident. The powerhouse supplied
energy and steam ro the entire
Rouge Complex. We own parr of
the powerhouse and have
manufacturing plants and an
assembly plant located within the
Complex. Those plants supply
products to various Ford
manufacturing and assembly plants
worldwide. Through alternative
sources of power, we have resumed
normal production at all of our
manufacturing and assembly plants
in the Rouge Complex. A
significant supplier of steel to us also
is located in the Rouge Complex.
We do not know when that supplier
will be able to fully resume its
production. In the interim, we have
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implemented contingency plans for
temporary alternative sources of
steel. We have insurance, including
business interruption coverage,
which should limit the financial
impact from the accident.

NEW ACCOUNTING
STANDARDS

Statement of Financial
Accounting Standards No. 131
(“SFAS 1317, “Disclosures abour
Segments of an Enterprise and
Related Information,” was issued by
the Financial Accounting Standards
Board in June 1997. We adopted
SFAS 131 effective with the 1998
financial statements.

Statement of Financial
Accounting Standards No. 132
(“SFAS 132”), “Employers’
Disclosures about Pensions and
Other Postretirement Benefirs,” was
issued by the Financial Accounting
Standards Board in February 1998.
We adopted SFAS 132 effective with
the 1998 financial statements.

Statement of Position
(“SOP”) 98-1, “Accounting for the
Costs of Compurter Software
Developed or Obrained for Internal
Use,” was issued by the American
Institute of Certified Public
Accountants in March 1998.

This SOP provides guidance on
accounting for the costs of compurer
software developed or obrained for
internal use, and requires
capitalization of certain internal-use
computer software costs. We will
adopt this SOP for costs incurred
beginning January 1, 1999.
Adoption of this standard is
expected to improve full-year 1999
after-tax results by an estimarted
$220 million.

Statement of Financial
Accounting Standards No. 133
(“SFAS 1337), “Accounting for
Derivative Instruments and Hedging
Activities,” was issued by the
Financial Accounting Standards
Board in June 1998. This Statement
establishes accounting and reporting
standards for derivative instruments,

including certain derivative
instruments embedded in other
contracts, and for hedging activities.
It requires recognition of all
derivatives as either assets or
liabilities on the balance sheet and
measurement of those instruments
at fair value. If certain conditions are
met, a derivative may be designated
specifically as (a) a hedge of the
exposure to changes in the fair value
of a recognized asset or liabiliry or an
unrecognized firm commitment
referred to as a fair value hedge, (b) a
hedge of the exposure to variability
in cash flows of a forecasted
transaction (a cash flow hedge), or
(c) a hedge of the foreign currency
exposure of a net investment in a
foreign operation, an unrecognized
firm commitment, an available-for-
sale security, or a forecasted
transaction. We anticipate having
each of these types of hedges, and we
will comply with the requirements of
SFAS 133 when we adoprt it. We
expect to adopt SFAS 133 beginning
January 1, 2000. We have not yet
determined the effect of adopting

SFAS 133.

OUTLOOK
Industry Sales Volumes

The company’s outlook for car
and truck industry sales in 1999 in

tts major markets is as follows:

United States ¢ berween 15.5 to
16 million untts,
compared with the

16 million units

sold in 1998
Europe ¢ lower than the

16.1 million units

sold in 1998
Brazil * substantially lower

than the 1.6 million
units sold in 1998

U.S. Industry Volume

(umts in miilions)

|
1996 E 15.5
1997 ‘ 15.5
| S

1998 ~ 16.0

1999 F -
outlook -

In 1998. U.S. industry volume was
16 million units, the Sth consecutive year
of industry demand above |S million units.

European Industry Volume

{units in millions)

1996

1997

1998

1999

outlook

Total European industry volume reached
16.1 million cars and trucks in 1998, the
Sth consecutive year of increased demand.

Brazilian Industry Volume

(unus in millions)

1

1996 I 17 |

oo [ 5

roos [ s
1999 E d ]
outlook E

\

In 1998, Brazilian industry volume

dropped dramatically from 1997’s record
level, primarily as a result of fiscal austerity
measures implemented by the Brazilian
government in late 1997,




1999 Financial Targets

Ford’s management has set and
communicated certain financial
targets for 1999. While we hope to
achieve these goals, they should not
be interpreted as projections,
expectations or forecasts of 1999
results. The financial targets for

1999 are shown in Table G.
RISK FACTORS

Statements included in this
Report may constitute “forward
looking statements” within the
meaning of the Private Securities
Litigation Reform Act of 1995.
These statements involve a number
of risks, uncertainties and other
factors that could cause actual results
to differ materially from those
stated, including, without limitation:
greater price competition in the U.S.
and Europe resulting from currency
fluctuations or industry overcapacity;
a significant decline in U.S. or
European industry sales resulting
from slowing economic growth;
currency fluctuations; further
economic difficulties in South
America, including those resulting
from Brazilian government austerity
programs; a market shift from truck
sales in the U.S.; lower-than-
anticipated residual values for leased
vehicles; problems relating to the
Y2K issue; increased safety or
emissions regulation resulting in
higher costs and/or sales restrictions;
work stoppages at key Ford or
supplier facilities; and the discovery
of defects in vehicles resulting in
recall campaigns, increased warrant
cost or litigation.

Table G: Full-Year 1999 Financial Targets

Automotive Sector
¢ North America
e Europe
* South America
» Total Costs

* Capital Spending

* Visteon

Financial Service Sector

* Ford Credit
¢ Hertz

Total Company

» Total shareholder
returns

Target

After-tax return on sales

greater than 5%

Grow earnings

Improve operating results*

Down $1 billion from 1998 (at constant
volume and mix)

$8.5 billion (includes capitalized
software)

Grow earnings; obtain $2 billion of
new business

Grow earnings by 10%
Record earnings (eighth consecutive year
of increased earnings)

Top quartile of the S&P 500 over time

* Because the Brazilian market has deteriorated more than expected in the first

quarter of 1999, our current forecast is

for worse operating results.

QUANTITATIVE
AND QUALITATIVE
DISCLOSURES
ABOUT MARKET RISK

Ford is exposed to a variety of
market risks, including the effects of
changes in foreign currency exchange
rates, interest rates and commodity
prices.

e Our Automotive sector
frequently has expenditures
denominated in foreign
currencies, including the
following: purchases and
sales of finished vehicles and
production parts; debt and
other payables; subsidiary
dividends; and investments
in subsidiaries. These
expenditures create exposures
to changes in exchange rates.

* We also are exposed to
changes in prices of
commodities used in
our Automotive sector.

* To ensure funding over

business and economic cycles

and to minimize overall

borrowing costs, our Financial
Services sector issues debt and

other payables with various
maturity and interest rate

structures. The maturity and

interest rate structures

frequently differ from the

invested assets. Exposures to

fluctuations in interest rates

are created by the difference

in maturities of liabilities

versus the maturities of assets.
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We monitor and manage these
financial exposures as an integral
part of our overall risk management
program, which recognizes the
unpredictability of financial markets
and seeks to reduce the potentially
adverse effect on our results. The
effect of changes in exchange rates,
interest rates and commodity prices
on our earnings generally has been
small relative to other factors that
also affect earnings, such as unit
sales and operating margins. For
more information on these financial
exposures, see Note 1 (pages 48-50)
and Note 14 (pages 64 and 65) of

our Notes to Financial Statements.

Our interest rate risk and
foreign currency exchange rate risk
are quantified below. Our risks
related to commodity derivative
positions are not material.

Interest Rate Risk - We use interest
rate swaps (including those with a
currency swap component)
primarily at Ford Credit to mitigate
the effects of interest rate
fluctuations on earnings by
changing the characteristics of debt
to match the characteristics of
assets. All interest rate swap
agreements are designated to hedge
either a specific debt issue or pool
of debt. We use a model to assess
the sensitivity of our earnings to
changes in market interest rates.
The model recalculates earnings by
adjusting rates associated with
variable rate instruments on the
repricing date and by adjusting rates
on fixed rate instruments scheduled
to mature in the subsequent twelve
months, effective on their scheduled
maturity date. Interest income and
interest expense are then
recalculated based on the revised
rates. Assuming an instantaneous
increase or decrease of one
percentage point in interest rates
applied to all financial instruments
and leased assets, our after-tax
earnings would change by

$23 million over a2 12-month
period.

Foreign Currency Risk - We use
derivative financial instruments to
hedge assets, liabilities and firm
commitments denominated in
foreign currencies. We use a value-
at-risk (VAR) analysis to evaluate
our exposure to changes in foreign
currency exchange rates. The
primary assumptions used in the
VAR analysis are as follows:

¢ A historical time series
analysis (variance/covariance)
is used to calculate changes in
the value of currency
derivative instruments
{forwards and options) and
all significant underlying
exposures. The VAR includes
an 18-month exposure
horizon and a one-month

holding period.

* The VAR analysis calculates
the potential risk, within a
99% confidence level, on
firm commitment exposures
{cash flows), including the
effects of foreign currency
derivatives. (Translation
exposures are not included in
the VAR analysis). The
model generally assumes
currency prices are normally
distributed and draws
volatility data from the
currency markets.

* Estimates of correlations of
market factors primarily are
drawn from the JP Morgan
RiskMetrics™ datasets.

Based on our overall currency
exposure (including derivative
positions) during 1998, the risk
during 1998 to our pre-tax cash
flow from currency movements was
on average less than $300 miliion,
with a high of $350 million and
a low of $200 million. At
December 31, 1998, currency
movements are projected to
affect our pre-tax cash flow over
the next 18 months by less than
$325 million, within a2 99%
confidence level. Compared
with our projection at
December 31, 1997, the
1998 VAR amount is approximately
$75 million higher, primarily
because of increased currency
exchange rate volatility and
increased exposure.



Management’s Financial Responsibility

Management is responsible for the preparation of the company’s financial statements and the other financial
information in this report. This responsibility includes maintaining the integrity and objectivity of financial records
and the presentation of the company’s financial statements in conformity with generally accepted accounting principles.

The company maintains an internal control structure intended to provide, among other things, reasonable
assurance that its records include the transactions of its operations in all material respects and to provide protection
against significant misuse or loss of company assets. Management believes that the internal control structure meets
these objectives. The internal control structure is supported by careful selection and rraining of qualified personnel,
written policies and procedures that communicate details of the internal control structure to the company’s worldwide
activities, and by a staff of internal auditors who employ thorough auditing programs.

The company’s financial statements have been audited by PricewaterhouseCoopers LLP, independent certified
public accountants. Their audit was conducted in accordance with generally accepted auditing standards which
included consideration of the company’s internal control structure. The Report of Independent Accountants appears
below.

The Board of Directors, acting through its Audit Committee composed solely of directors who are not employees
of the company, is responsible for determining that management fulfills its responsibilities in the financial control of
operarions and the preparation of financial statements. The Audit Commitree appoints the independent accountants,
subject to ratification by the stockholders. It meets regularly with management, internal auditors and independent
accountants. The independent accountants and internal auditors have full and free access to the Audit Committee and
meet with it to discuss their audit work, the company’s internal controls and financial reporting matters.

gcmm NS ol )

Jacques Nasser John Devine
President and Executive Vice President and
Chief Executive Officer Chief Financial Officer

Report of Independent Accountants

PRICEWATERHOUSE(COPERS

To the Board of Directors and Stockholders
Ford Motor Company

In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of income,
stockholders’ equity and cash flows present fairly, in all material respects, the financial position of Ford Motor
Company and Subsidiaries at December 31, 1998 and 1997, and the results of their operations and their cash flows
for each of the three years in the period ended December 31, 1998, in conformity with generally accepted accounting
principles. These financial statements are the responsibility of the Company’s management; our responsibility is to
express an opinion on these financial statements based on our audits. We conducted our audits of these statements
in accordance with generally accepted audiring standards which require that we plan and perform the audit to obrain
reasonable assurance about whether the financial statements are free of marerial misstatement. An audirt includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for the opinion expressed above.

W&«w LLP
PricewaterhouseCoopers LLP

400 Renaissance Center
Detroit, Michigan 48243
January 21, 1999 43
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Ford Motor Company and Subsidiaries

CONSOLIDATED STATEMENT OF INCOME

For the Years Ended December 31, 1998, 1997 and 1996

(in millions, except amounts per share)

AUTOMOTIVE
Sales (Note 1)

Costs and expenses (Note 1 and 15):

Costs of sales

Selling, administrative and other expenses
Total costs and expenses

Operating income

Interest income
Interest expense
Net interest income
Equity in net loss of affiliated companies (Note 1)
Net expense from transactions with
Financial Services (Note 1)

Income before income taxes - Automotive

FINANCIAL SERVICES
Revenues (Note 1)

Costs and expenses (Note 1):
Interest expense
Depreciation
Operating and other expenses
Provision for credit and insurance losses
Asset write-downs and dispositions (Note 15)
Total costs and expenses
Net revenue from transactions with Automotive (Note 1)
Gain on spin-off of The Associates (Note 15)
Gain on sale of Common Stock of a subsidiary (Note 15)

Income before income taxes - Financial Services

TOTAL COMPANY

Income before income taxes

Provision for income taxes (Note 6)

Income before minority interests

Minority interests in net income of subsidiaries

Net income

Income attributable to Common and Class B Stock
after preferred stock dividends (Note 1)

Average number of shares of Common and Class B
Stock outstanding (Note 1)

AMOUNTS PER SHARE OF COMMON AND CLASS B STOCK (Note 1)
Basic income
Diluted income

Cash dividends

The accompanying notes are part of the financial statements.

1998 1997 1996
$119,083 $122,935 $118.023
104,782 108,907 108,882
7,616 7,082 6.625
112,398 115,989 115,507
6,685 6,946 2,516
1,331 1,116 841
829 788 695
502 328 146
(38) (88) (6)
(191) (104) (85)
6,958 7,082 2,571
25,333 30,692 28,968
8,036 9,712 9,704
8,589 7,645 6,875
4,618 6,621 6,217
1,798 3,230 2,564

- - 121
23,041 27,208 25,481
191 104 85
15,955 - -
- 269 650
18,438 3,857 4,222
25,396 10,939 6,793
3,176 3,741 2,166
22,220 7,198 4,627
149 278 181

§ 22,071 $_ 6,920 $ 4,446
$ 21,964 $ 6,866 $ 4,381
1,211 1,195 1,179

$ 18.17 $ 575 $ 373
$ 17.76 $ 562 $ 364
$ 172 $ 1.645 $ 147



Ford Motor Company and Subsidiaries

CONSOLIDATED BALANCE SHEET

(in millions)

ASSETS
Automotive
Cash and cash equivalents
Marketable securities (Note 2)
Total cash and marketable securities

Receivables

Inventories (Note 4)

Deferred income taxes

Other current assets (Note 1)

Net current receivable from Financia!l Services (Note 1)
Total current assets

Equity in net assets of affiliated companies (Note 1)
Net property {Note 5)
Deferred income taxes
Other assets (Notes 1 and 8)
Total Automotive assets

Financial Services
Cash and cash equivalents
Investments in securities (Note 2)
Net receivables and iease investments (Note 3)
Other assets (Note 1)
Net receivable from Automotive (Note 1)
Total Financial Services assets

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY

Automotive

Trade payables

Other payables

Accrued liabilities (Note 7)

Income taxes payable

Debt payable within one year (Note 9)

Net current payable to Financial Services {Note 1)
Total current liabilities

Long-term debt (Note 9)

Other liabilities (Note 7)

Deferred income taxes

Net payable to Financial Services (Note 1)
Total Automotive liabilities

Financial Services

Payables

Debt (Note 9)

Deferred income taxes

Other liabilities and deferred income

Net payable to Automotive (Note 1)
Total Financial Services liabilities

Company-obligated mandatorily redeemable preferred securities of a subsidiary trust
holding solely junior subordinated debentures of the Company (Note 1)

Stockholders’ equity
Capital stock (Notes 10 and 11)
Preferred Stock, par vatue $1.00 per share (aggregate liquidation preference of
$177 million and $637 million)
Common Stock, par value $1.00 per share (1,151 and 1,132 million shares issued)
Class B Stock, par value $1.00 per share (71 million shares issued)
Capital in excess of par value of stock
Accumulated other comprehensive income
ESOP loan and treasury stock
Earnings retained for use in business
Total stockholders’ equity

Total liabilities and stockholders’ equity

* Less than $500,000

The accompanying notes are part of the financial statements.

December 31,

December 31,

1998 1997
$ 3,685 $ 6316
20,120 14519
23,805 20.835
2,604 3.097
5,656 5,468
3,239 3,249
3,405 3,782
0 416
38,709 36,847
2,401 1,951
37,320 34,594
3,175 3,712
7,139 7.975
88,744 85,079
1,151 1618
968 2,207
132,567 175,417
13,227 14,776
888 0
148,801 194,018
$237,545 $279,097
$ 13,368 $ 11,997
2,755 2,557
16,925 16,250
1,404 1,358
1,121 1,129
70 0
35,643 33,291
8,713 7,047
30,133 28,899
751 1,210
818 0
76,058 70,447
3,555 4,539
122,324 160,071
5,488 4,347
6,034 7,865
0 416
137,401 177,238
677 678
1,151 1,132
71 71
5,283 5,564
(1,670) (1,228)
(1,085) (39)
19,659 25,234
23,409 30,734
$237,545 $279,097
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Ford Motor Company and Subsidiaries
CONSOLIDATED STATEMENT OF CASH FLOWS

For the Years Ended December 31, 1998, 1997 and 1996

(in millions)

1998 1997 1996

Financial Financial Financial
Automotive  Services Automotive  Services Automotive  Services

Cash and cash equivalents at January 1 $ 6,316 $ 1,618 $3578 $ 3,689 $ 5,750 $ 2,690
Cash flows from operating activities
(Note 16) 9,622 13,478 13,984 13,650 6,576 12,681
Cash flows from investing activities
Capital expenditures (8,113) (504) (8,142) (575) (8,209) (442)
Purchase of leased assets (110) - (332) - (195) -
Acquisitions of other companies 0 (344) 0 (40) 0 (166)
Acquisitions of receivables and lease

investments - (78,863) - (117,895) - (109,087)
Collections of receivables and lease

investments - 49,303 - 86,842 - 82,398
Net acquisitions of daily rental vehicles - (1,790) - (958) - (1,759)
Net proceeds from USL Capital asset sales

(Note 15) - - - - - 1,157
Purchases of securities (Note 16) (758) (2,102) (43) (3,067) (6) (8,020)
Sales and maturities of securities

(Note 16) 590 2,271 13 3,520 7 9,863
Proceeds from sales of receivables and

lease investments - 8,413 - 5,197 - 2,867
Net investing activity with

Financial Services 642 - 258 - 416 -
Other (468) (463) (285) (569) (586) (45)

Net cash used in investing activities (8,217) (24,079) (8,531) (27,545) (8,573) (23,234)

Cash flows from financing activities
Cash dividends (5,348) - (2,020) - (1,800) -
Issuance of Common Stock 157 - 310 - 192 -
Issuance of Common Stock of a subsidiary

(Note 15) - - - 453 - 1,897
Purchase of Ford Treasury Stock (669) - (15) - - -
Preferred stock - Series B repurchase,

Series A redemption (420) - - - - -
Changes in short-term debt 497 7,475 (430) 6,210 151 3,474
Proceeds from issuance of other debt 2,403 21,776 1,100 22,923 1,688 22,342
Principal payments on other debt (1,434) (16,797) (668) (18,215) (1,031) (14,428)
Net financing activity with Automotive - (642) - (258) - (416)
Spin-off of The Associates cash - (508) - - - -
Other (472) (12) 16 (206) 37 (528)

Net cash (used in)/provided by
financing activities (5,286) 11,292 (1,707) 10,907 (763) 12,341
Effect of exchange rate changes on cash (54) 146 (119) 28 (85) (116)
Net transactions with Automotive/
Financial Services 1,304 (1,304) (889) 889 673 (673)
Net (decrease)/increase in cash and
cash equivalents (2,631) (467) 2,738 (2,071) (2,172) 999
Cash and cash equivalents at December 31 $ 3,685 $ 1,151 $6316 $ 1618 $ 3,578 $ 3,689

The accompanying notes are part of the financial statements.



Ford Motor Company and Subsidiaries

CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY

For the Years Ended December 31, 1996, 1997 and 1998

(in millions)
Capital
in Excess Other Comprehensive income
of Par Foreign Minimum Unrealized
Capital Value of Retained  Currency Pension Holding
Stock Stock Earnings  Translation  Liability Gain/Loss  Other Total
YEAR ENDED DECEMBER 31, 1996
Balance at beginning of year $1,160 $5,105 $17688 $ 482 $(108) $220 $ - $ 24,547
Comprehensive income
Net income 4,446 4,446
Foreign currency translation (408) (408)
Minimum pension liability
(net of tax benefit of $74) (159) (159)
Net unrealized holding loss,
(net of tax benefit of $26) (56) (56)
Comprehensive income 3,823
Common stock issued for Series A
Preferred Stock conversion,
employee benefit plan and other 29 163 192
Cash dividends (1,800) (1,800)
Balance at end of year $1,189 $5268 $20334 § 74 $ (267) $164  § - $ 26,762
YEAR ENDED DECEMBER 31, 1997
Balance at beginning of year $1,189 $5268 $20,334 $ 74 $(267) $164  $ - $26,762
Comprehensive income
Net income 6,920 6,920
Foreign currency translation (1,038) (1,038)
Minimum pension liability
(net of tax benefit of $36) (70) (70)
Net unrealized holding ioss
(net of tax benefit of $47) (91) (91)
Comprehensive income 5,721
Common stock issued for Series A
Preferred Stock conversion,
employee benefit plans and other 14 296 310
Treasury stock (39) (39)
Cash dividends (2,020) (2,020)
Balance at end of year $1,203  $5564 $25234 $ (964) $(337) $ 73 § (39 $30,734
YEAR ENDED DECEMBER 31, 1998
Balance at beginning of year $1,203 $5,564 $25234 $ (964) $(337) $73 8§ (39 $ 30,734
Comprehensive income
Net income (excluding gain on
spin-off of The Associates) 6,116 6,116
Gain on The Associates spin-off 15,955 15,955
Foreign currency translation (53) (53)
Minimum pension liability
(net of tax benefit of $184) (361) (361)
Net unrealized holding loss
(net of tax benefit of $3) (6) (6)
Reclassification adjustments
for net gains realized in
net income (net of tax of $11) (22) (22)
Comprehensive income 21,629
Common stock issued for Series A
Preferred Stock conversion,
employee benefit plans and other 19 139 158
Preferred stock-Series B repurchase
and Series A redemption (420) (420)
ESOP loan and treasury stock (1,046) (1,046)
The Associates spin-off to Ford Common
stockhotders (22,298) (22,298)
Cash dividends (5,348) (5,348)
Balance at end of year $1,222 $5,283 $ 19,659 $(1,017) $(698) $ 45 $(1,085) $ 23,409

The accompanying notes are part of the financial statements.
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NOTE 1. Accounting Policies

Principles of Consolidation

The consolidated financial statements include all significant majority-owned subsidiaries and reflect the operating results, assets,
liabilities and cash flows for the company’s two business sectors: Automotive and Financial Services. The assets and liabilities of the
Automortive sector are classified as current or noncurrent, and those of the Financial Services sector are unclassified. Affiliates that
are 20% to 50% owned, principally Mazda Motor Corporation and AutoAlliance International Inc., and subsidiaries where control
is expected to be temporary, principally investments in certain dealerships, are accounted for on an equity basis. Use of estimates
and assumptions as determined by management is required in the preparation of consolidated financial statements in conformiry
with generally accepted accounting principles. Actual results could differ from those estimates and assumptions. For purposes of
Notes to Financial Statements, “Ford” or “the company” means Ford Motor Company and its majority-owned consolidated
subsidiaries unless the context requires otherwise. Certain amounts for prior periods are reclassified, if required, to conform with
present period presentations.

Structure of Operations

The company’s sectors, Automotive and Financial Services, are managed as four primary operating segments. A segment is
defined as a component with business activiry resulting in revenue and expense that has separate financial information evaluated
regularly by the company’s chief operating decision maker in determining resource allocation and assessing performance (Note 17).
The Automotive sector is comprised of Automotive and Visteon. The Automotive segment consists of the design, manufacture,
assembly and sale of cars and trucks; the Visteon segment consists of the design, manufacture and sale of automotive components
and systems. The Financial Services sector primarily includes two segments, Ford Motor Credit Company and its subsidiaries
(“Ford Credit”) and The Hertz Corporation and s subsidiaries (“Hertz”). The Financial Services sector also includes less significant
financial services businesses (Note 17). Ford Credit leases and finances the purchase of cars and trucks made by Ford and other
companies. lt also provides inventory and capital financing to rerail car and truck dealerships. Hertz rents cars and trucks and
industrial and construction equipment. Both Ford Credit and Hertz also have insurance operations related to their businesses.

Intersector transactions represent principally transactions occurring in the ordinary course of business, borrowings and relared
transactions between entities in the Financial Services and Automotive sectors, and interest and other support under special vehicle
financing programs. These arrangements are reflected in the respective business sectors. Intersegment transactions are described in

Note 17.
Revenue Recognition - Automotive Sector

Sales are recorded by the company when products are shipped to dealers and other customers, except as described below.
Estimated costs for approved sales incentive programs normally are recognized as sales reductions at the time of revenue recognition.
Estimated costs for sales incenrive programs approved subsequent to the time that related sales were recorded are recognized when
the programs are approved.

Sales through dealers to certain daily rental companies where the daily rental company has an option to require Ford to repurchase
vehicles subject to certain conditions, are recognized over the period of daily rental service in a manner similar to lease accounting.
The carrying value of these vehicles, included in other current assets, was $2.1 billion at December 31, 1998, and $2.2 billion at

December 31, 1997.
Revenue Recognition - Financial Services Sector

Revenue from finance receivables is recognized over the term of the receivable using the interest method. Certain loan origination
costs are deferred and amortized, using the interest method, over the term of the related receivable as a reduction in financing
revenue. Revenue from operating leases is recognized as scheduled payments become due. Initial direct costs net of acquisition fees
related ro leases are deferred and amortized over the term of the lease. Agreements berween the Automortive sector operarions and
certain Financial Services sector operations provide for interest supplements and other support costs to be paid by Automotive sector
operations on certain financing and leasing transactions. The Financial Services sector recognizes this revenue in income over the
period thart the related receivables and leases are outstanding; the estimated costs of interest supplements and other support costs are
recorded as sales incentives by Automotive sector operations in the same manner as sales incentives described above.

The accrual of interest on loans is discontinued at the time a loan is determined to be impaired. Subsequent amounts of interest
collected are recognized in income only if full recovery of the remaining principal is expected. Other amounts collected are generally
recognized first as a reduction of principal. Any remaining amounts are treated as a recovery.

The Financial Services sector periodically sells finance receivables through special purpose subsidiaries, retains the servicing rights
and certain other beneficial interests, and receives a servicing fee which is recognized as collected over the remaining term of the
related sold finance receivables. Estimated gains or losses from the sale of finance receivables are recognized in the period in which
the sale occurs. In derermining the gain or loss on each qualifying sale of finance receivables, the investment in the sold receivable
pool is allocated berween the portion sold and the portion retained based on their relative fair values art the date of sale.



NOTE 1. Accounting Policies (continued:

Other Costs

Advertising and sales promotion costs are expensed as incurred. Advertising costs were $2.2 billion in 1998, $2.3 billion in 1997

and $2.2 billion in 1996.
Estimated costs related to product warranty are accrued at the time of sale.

Research and development costs are expensed as incurred and were $6.3 billion in 1998, $6.3 billion in 1997 and $6.8 billion in
1996.

Income Per Share of Common and Class B Stock
Basic income per share of Common and Class B Stock is calculated by dividing the income artributable to Common and Class B
Stock by the average number of shares of Common and Class B Stock outstanding during the applicable period, adjusted for shares

issuable under employee savings and compensation plans.

The calculation of diluted income per share of Common and Class B Stock takes into account the effect of obligations, such as
stock options, considered to be potentially dilutive.

Income per share of Common and Class B Stock were as follows (in millions, except per share amounts):

1998 1997 1996
Income Shares* Income Shares” Income Shares”

Net income $22,071 1,211 $6,920 1,195 $4,446 1,179
Preferred stock dividend requirements (22) - (54) - (65) -
Premium on Series B Tender Offer** (85) - - - - -
Issuable and uncommitted ESOP shares - (2) - (1) - (4)
Basic income and shares $21,964 1,209 $6,866 1,194 $4,381 1,175
Basic Income Per Share $ 18.17 $ 575 $ 373

Basic income and shares $21,964 1,209 $6,866 1,194 $4, 381 1,175
Net dilutive effect of options - 28 - 20 - 16
Convertible preferred stock and other (1) - 8 10 24 19
Diluted income and shares $21,963 1,237 $6,874 1,224 $4,405 1,210
Diluted Income Per Share $ 17.76 $ 562 $ 3.64

" Average shares outstanding
“*Represents a one-time reduction of $0.07 per share of Common and Class B Stock resulting from the premium paid to repurchase the company’s
Series B Cumulative Preferred Stock.

Derivative Financial Instruments

Ford has operations in over 30 countries and sells vehicles in over 200 markets, and is exposed to a variety of marker risks,
including the effects of changes in foreign currency exchange rates, interest rates and commodiry prices. These financial exposures
are monitored and managed by the company as an integral part of the company’s overall risk management program, which recognizes
the unpredicrability of financial markets and seeks to reduce the potentially adverse effect on the company’s results. The company
uses derivative financial instruments to manage the exposures to fluctuations in exchange rates, interest rates and commodity prices.
All derivative financial instruments are classified as “held for purposes other than trading”; company policy specifically prohibits the
use of leveraged derivatives or use of any derivatives for speculative purposes.

Ford’s primary foreign currency exposures, in terms of net corporate exposure, are in the British Pound Sterling, Japanese Yen, euro,
Mexican Peso and Brazilian Real. Agreements to manage foreign currency exposures include forward contracts, swaps and options.
The company uses these derivative instruments to hedge assets and liabilities denominated in foreign currencies, firm commitments
and certain investments in foreign subsidiaries. Gains and losses on hedges of firm commitments are deferred and recognized with
the related transactions. In the case of hedges of net investments in foreign subsidiaries, gains and losses are recognized in other
comprehensive income. All other gains and losses are recognized in cost of sales for the Automotive sector and interest expense for
the Financial Services sector. These instruments usually mature in two years or less for Automotive sector exposures and longer for
Financial Services sector exposures, consistent with the underlying transactions. The effect of changes in exchange rates may not be
fully offset by gains or losses on currency derivatives, depending on the extent to which the exposures are hedged.
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NOTE 1. Accounting Policies (continued)

Derivative Financial Instruments (continued)

Interest rate swap agreements are used to manage the effects of interest rate fluctuations by changing the interest rate
characteristics of specific debt or pools of debt to match the interest rate characteristics of corresponding assets. These instruments
mature consistent with underlying debr issues as identified in Note 9. The differential paid or received on interest rate swaps is
recognized on an accrual basis as an adjustment to interest expense. Gains and losses on terminated interest rate swaps are amortized
and reflected in interest expense over the remaining term of the underlying debt.

Ford has a commodity hedging program that uses primarily forward contracts and options to manage the effects of changes in
commodity prices on the Automotive sector's results. The financial instruments used in this program mature in three years or less,
consistent with the related purchase commitments. Gains and losses are recognized in cost of sales during the settlement period of
the related transactions.

Foreign Currency Translation

Assets and liabilities of non-U.S. subsidiaries generally are translated to U.S. Dollars at end-of-period exchange rates. The effects
of this translation for most non-U.S. subsidiaries are reported in other comprehensive income. Remeasurement of assets and
liabilities of non-U.S. subsidiaries that use the U.S. Dollar as their functional currency are included in income as transaction gains
and losses. Income statement elements of all non-U.S. subsidiaries are translated to U.S. Dollars at average-period exchange rates
and are recognized as part of revenues, costs and expenses. Also included in income are gains and losses arising from transactions
denominated in a currency other than the functional currency of the subsidiary involved. Net transaction gains and losses, as
described above, increased net income by $97 million in 1998, and decreased net income by $164 million in 1997 and $156 million
in 1996.

Impairment of Long-Lived Assets and Certain Identifiable Intangibles

The company evaluates the carrying value of goodwill for potential impairment on an ongoing basis. Such evaluations compare
operating income before amortization of goodwill to the amortization recorded for the operations to which the goodwill relates. The
company also periodically evaluates the carrying value of long-lived assets and long-lived assets to be disposed of for porential
impairment. The company considers projected future operating results, cash flows, trends and other circumstances in making such
estimates and evaluations.

Goodwill

Goodwill represents the excess of the purchase price over the fair value of the net assets of acquired companies and is amortized
using the straight-line method principally over 40 years. Total goodwill included in the Automotive sector’s other assets was
$2.1 billion at December 31, 1998 and $2.1 billion ac December 31, 1997. Total goodwill included in the Financial Services
sector’s other assets was $743 million at December 31, 1998 and $2.7 billion at December 31, 1997. The decrease is related to
the spin-off of Associates First Capital Corporation (“The Associates”, Note 15).

Company-Obligated Mandatorily Redeemable Preferred Securities of a Subsidiary Trust

During 1995, Ford Motor Company Capital Trust ] (the “Trust”) issued $632 million of its 9% Trust Originated Preferred
Securities (the “Preferred Securities”) in a one-for-one exchange for 25,273,537 shares of the company’s outstanding Series B
Depositary Shares (the “Depositary Shares”). Concurrent with the exchange and the related purchase by Ford of the Trust’s common
securities (the “Common Securities”), the company issued to the Trust $651 million aggregate principal amount of its 9% Junior
Subordinated Debentures due December 2025 (the “Debentures”). The sole assets of the Trust are and will be the Debentures. The
Debentures are redeemable, in whole or in part, at the company’s option on or after December 1, 2002, at a redemption price of
$25 per Debenture plus accrued and unpaid interest. If the company redeems the Debentures, or upon maturity of the Debentures,
the Trust is required to redeem the Preferred Securities and Common Securities at $25 per share plus accrued and unpaid
distributions.

Ford guarantees to pay in full to the holders of the Preferred Securities all distributions and other payments on the Preferred
Securities to the extent not paid by the Trust only if and to the extent that Ford has made a payment of interest or principal on the
Debentures. This guarantee, when taken together with Ford’s obligations under the Debentures and the Indenture relating thereto
and its obligations under the Declaration of Trust of the Trust, including its obligation to pay certain costs and expenses of the Trust,
constitutes a full and unconditional guarantee by Ford of the Trust’s obligations under the Preferred Securities.



NOTE 2. Marketable and Other Securities

Trading securities are recorded at fair value with unrealized gains and losses included in income. Available-for-sale securities are
recorded at fair value with net unrealized gains and losses reported, net of tax, in other comprehensive income. Held-to-maturicy
securities are recorded at amortized cost. Equiry securities which do not have readily determinable fair values are recorded at cost.
The basis of cost used in determining realized gains and losses is specific identification.

The fair value of substantially all securities is determined by quoted markert prices. The estimated fair value of securities, for
which there are no quoted market prices, is based on similar rypes of securities that are traded in the market.

Expected maturities of debt securities may differ from contractual maturities because borrowers may have the right to call or
prepay obligations with or without penalry.

Automotive Sector

Investments in securities at December 31 were as follows (in millions):

Memo:
Amortized Unrealized Unrealized Fair Book
Cost Gains Losses Value Value
1998
Trading securities $19,534 $83 $40 $19,577 $19,577
Available-for-sale securities - Corporate securities 543 - - 543 543
Total investments in securities $20,077 $83 $40 $20,120 $20,120
1997
Trading securities $14,114 $29 $ - $14,143 $14,143
Available-for-sale securities - Corporate securities 395 - 19 376 376
Total investments in securities $14,509 $29 $19 $14,519 $14,519

During 1997, $365 million of bonds issued by affiliates were reclassified from equiry in net assets of affiliated companies
to available-for-sale marketable securities; $202 million of the bonds matured in 1998. Proceeds from sales of available-for-
sale securities were $586 million in 1998 and $8 million in 1997. In 1998, gross losses of $15 million were reported. Other
comprehensive income included net unrealized losses of $5 million in 1998 and net unrealized gains of $28 million in 1997
on securities owned by cerrain unconsolidated affiliates. The available-for-sale securities at December 31, 1998 had
contractual maturities berween one and five years.

Financial Services Sector

Investments in securities at December 31, 1998 were as follows (in millions):

Memo:
Amortized Unrealized Unrealized Fair Book
Cost Gains Losses Value Value
Trading securities $231 $3 $4 $230 $230
Available-for-sale securities
Debt securities issued by the U.S.
government and agencies 153 3 - 156 156
Municipal securities 63 2 - 65 65
Debt securities issued by non-U.S. governments 25 - - 25 25
Corporate securities 192 3 2 193 193
Mortgage-backed securities 198 3 - 201 201
Equity securities 35 56 1 90 90
Total available-for-sale securities 666 67 3 730 730
Held-to-maturity securities
Debt securities issued by the U.S.
government and agencies 6 - - 6 6
Corporate securities 2 - - 2 2
Total held-to-maturity securities 8 - - 8 8

Total investments in securities $905 $70 $7 $968 $968




NOTE 2. Marketable and Other Securities (continued)

Investments in securities at December 31, 1997 were as follows (in millions):

Memo:
Amortized Unrealized Unrealized Fair Book
Cost Gains Losses Value Value
Trading securities $ 267 $ 4 $1 $ 270 $ 270
Available-for-sale securities
Debt securities issued by the U.S.
government and agencies 385 4 1 388 388
Municipal securities 13 - - 13 13
Debt securities issued by non-U.S. governments 36 - - 36 36
Corporate securities 489 7 1 495 495
Mortgage-backed securities 837 8 1 844 844
Other debt securities 14 - - 14 14
Equity securities 53 65 2 116 116
Total available-for-sale securities 1,827 84 5 1,906 1,906
Held-to-maturity securities
Debt securities issued by the U.S.
government and agencies 7 - - 7 7
Corporate securities 15 - - 15 15
Other debt securities 3 - - 3 3
Total held-to-maturity securities 25 - - 25 25
Total investments in securities with
readily determinable fair value 2,119 $88 $6 $2,201 2,201
Equity securities not practicable to fair value 6 6
Total investments in securities $2,125 $2,207

The amortized cost and fair value of investments in available-for-sale securities and held-to-maturity securities at December 31 by
contractual maturity, were as follows (in millions):

Available-for-sale Held-to-maturity
Amortized Amortized

1998 Cost Fair Value Cost Fair Value
Due in one year or less $ 29 $ 29 $ 1 $ 1
Due after one year through five years 165 167 3 3
Due after five years through ten years 101 102 3 3
Due after ten years 138 141 1 1
Mortgage-backed securities 198 200 - -
Equity securities 35 91 - -

Total $ 666 $ 730 $8 $8
1997
Due in one year or less $ 100 $ 101 $14 $14
Due after one year through five years 443 446 10 10
Due after five years through ten years 273 276 - -
Due after ten years 121 124 1 1
Mortgage-backed securities 837 843 - -
Equity securities 53 116 - -

Total $1.827 $1.906 $25 $25

Proceeds from sales of available-for-sale securities were $2.1 billion in 1998, $2.9 billion in 1997 and $8.4 billion in 1996. In
1998, gross gains of $48 million and gross losses of $3 million were realized on those sales; gross gains of $98 million and gross
losses of $8 million were realized in 1997 and gross gains of $43 million and gross losses of $21 million were realized in 1996.



NOTE 3. Net Receivables and Lease Investments -
Financial Services Sector Receivables

Receivables
Included in net receivables and lease investments at December 31 were net finance receivables, investments in direct financing
leases and investments in operating leases. The investments in direct financing and operating leases relate to the leasing of vehicles,

various types of transportation and other equipment, and facilities.

Net finance receivables at December 31 were as follows (in millions):

1998 1997

Retail $60,653 $ 65,661
Wholesale 22,650 24,520
Real estate 2,507 21,065
Other finance receivables 5,533 19,482

Total finance receivables 91,343 130,728
Allowance for credit losses (1,229) (3,021)

Total net finance receivables 90,114 127,707
Other 63 85

Net finance and other receivables $90,177 $127,792
Net finance receivables subject to

fair value* $90,010 $127,595
Fair value $89,847 $130,978

“Excludes certain diversified and other receivables of $167 million and $187 million at December 31, 1998 and 1997, respectively

Included in finance receivables at December 31, 1998 and 1997 were a total of $1.5 billion and $1 billion, respectively, owed
by three customers with the largest receivable balances. Other finance receivables consisted primarily of commercial and other
collateralized loans and accrued interest. Also included in other finance receivables at December 31, 1998 and 1997 were
$3.9 billion and $3.7 billion, respectively, of accounts receivable purchased by certain Financial Services sector operations from
Automotive sector operations. Finance receivables that originated outside the United States are $35.6 billion and $28.3 billion
at December 31, 1998 and 1997, respectively.

Contractual marturities of total finance receivables are as follows (in millions): 1999 - $56,480; 2000 - $17,930; 2001 - $9,369;
thereafter - $7,564. Experience indicates that a substantial portion of the portfolio generally is repaid before the contractual
maturity dates.

The fair value of most receivables was estimated by discounting future cash flows using an estimated discount rate that reflected
the credit, interest rate and prepayment risks associated with similar types of instrumencs. For receivables with short maturities, the
book value approximated fair value.

The Financial Services sector has sold receivables through special purpose subsidiaries. The servicing portfolio related to these
securitized assets amounted to $13.9 billion, $10.9 billion and $10.3 billion at December 31, 1998, 1997 and 1996, respectively.
The company retains certain beneficial interests in the sold receivables which are subject to limited recourse provisions. These
financial instruments of $1.3 billion at December 31, 1998 and $999 million at December 31, 1997 are included in other assets.

Lease Investments

Investments in direct financing leases at December 31 were as follows (in millions):

1998 1997
Minimum lease rentals, net
of unearned income $ 3,359 $ 7,874
Estimated residual values 3,720 2,923
Allowance for credit losses (80) (143)
Net investments in direct
financing leases $ 6,999 $10,654

Minimum direct financing lease rentals are contractually due as follows (in millions): 1999 - $1,506; 2000 - $1,019;
2001 - $599; 2002 - $202; 2003 - $33; chereafter - less than $1 million.
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NOTE 3. Net Receivables and Lease Investments -
Financial Services Sector Receivables (continued)

Lease Investments (continued)

[nvestments in operating leases, excluding daily rental, at December 31 were as follows (in millions):

1998 1997
Vehicles and other equipment, at cost $43,732 $44,705
Lease origination costs 63 65
Accumulated depreciation (8,136) (7,487)
Allowance for credit losses (268) (312)
Net investments in operating leases $35,391 $36,971

Minimum rentals on operating leases are contractually due as follows (in millions): 1999 - $7,150; 2000 - $3,712;
2001 - $1,629; 2002 - $224; 2003 - $76; thereafter - $121.

Depreciation expense for assets subject to operating leases is provided primarily on the straight-line method over the term of the
lease in amounts necessary to reduce the carrying amount of the asset to its estimated residual value. Depreciation rates and
amounts arc based on assumptions as to used car prices at lease termination and the number of vehicles that will be returned to the
company. Estimated and actual residual values are reviewed on a regular basis to determine that depreciation amounts are
appropriate. Gains and losses upon disposal of the assets also are included in depreciation expense. Depreciation expense was as

follows: $8.4 billion in 1998, $7.4 billion in 1997 and $6.6 billion in 1996.
Credit Losses

Allowances for credit losses are estimated and established as required based on historical experience and other factors that affect
collectibility. The allowance for estimated credit losses includes a provision for certain non-homogeneous impaired loans. Impaired
loans are measured based on the present value of expected future cash flows discounted at the loan’s effective interest rate. Finance
receivables and lease investments are charged to the allowances for credit losses when an account is deemed to be uncollectible,
taking into consideration the financial condition of the borrower, the value of the collateral, recourse to guarantors and other factors.
Recoveries on finance receivables and lease investments previously charged-off as uncollectible are credited to the allowances for
credir losses.

Changes in the allowances for credit losses were as follows (in millions):

1998 1997 1996
Beginning balance $ 3,476 $ 2,799 $ 2,391
Provision for credit losses 1,489 2,759 2,092
Total charge-ofts and recoveries:
Charge-offs (1,640) (2,484) (2,058)
Recoveries 262 238 338
Net losses (1,378) (2,246) (1,720)
Other changes (2,010)* 164 36
Ending balance $1,577 $ 3,476 $ 2,799

* Other changes includes $1,892 million to reflect the spin-off of The Associates.

NOTE 4. Inventories - Automotive Sector

Inventories at December 31 were as follows (in millions):

1998 1997
Raw materials, work-in-process
and supplies $ 2,887 $ 2,875
Finished products 2,769 2,593
Total inventories $ 5,656 $ 5,468
U.S. inventories $ 1,832 $ 1,993

Inventories are stated at the lower of cost or market. The cost of most U.S. inventories is determined by the last-in, first-out
("LIFO") method. The cost of the remaining inventories is determined primarily by the first-in, first-out (“FIFO”) method.

If the FIFO method had been used instead of the LIFO method, inventories would have been higher by $1.2 billion and
$1.4 billion at December 31, 1998 and 1997, respectively.



NOTE 5. Net Property, Depreciation and Amortization -
Automotive Sector

Net property at December 31 was as follows (in millions):

1998 1997
Land $ 409 $ 393
Buildings and land improvements 9,298 8,803
Machinery, equipment and other 43,562 41,510
Construction in progress 2,774 2,377
Total land, plant and equipment 56,043 53,083
Accumulated depreciation (26,840) (26.004)
Net land, plant and equipment 29,203 27,079
Special tools, net of amortization 8,117 7,515
Net property $37,320 $34,594

Property, equipment and special tools are stated ar cost, less accumulated depreciation and amortization. Properry and
equipment placed in service before January 1. 1993 are depreciated using an accelerated method that results in accumulated
depreciation of approximately two-thirds of the asser cost during the first half of the estimated useful life of the asset. Property
and equipment placed in service after Decemnber 31, 1992 are depreciated using the straight-line method of depreciation over the
estimated useful life of the asser. On average, buildings and land improvements are depreciated based on a 30-year life: machinery
and equipment are depreciated based on a 14-vear life. Special tools are amortized using an accelerated method over periods of time
representing the estimated productive life of those tools.

Depreciation and amortizarion expenses were as follows (in millions):

1998 1997 1996
Depreciation $2,804 $2,759 $2644
Amortization 2,936 3,179 3,272
Total $5,740 $5,938 $5.916

When property and equipment are retired, the general policy is to charge the cost of those assets, reduced by net salvage
proceeds, to accumulated depreciation. Maintenance, repairs and rearrangement costs are expensed as incurred and were
$2.2 billion in 1998, $2.3 billion in 1997 and $2.3 billion in 1996. Expenditures that increase the value or productive capaciry
of assets are capitalized. Preproduction costs related to new facilities are expensed as incurred.

NOTE 6. Income Taxes

Income before income taxes for U.S. and non-U.S. operations, excluding equity in net income/(loss) of affiliated companies
and excluding non-taxable gains from The Associates spin-off (1998) and IPO (1996) and Hertz IPO (1997), was as follows

(in millions):

1998 1997 1996
u.s. $8,363 $ 8,353 $5,633
Non-U.S. 1,114 2,404 516
Total income before income taxes $9,477 $10,757 $6,149

The provision for income taxes was estimated as follows (in millions):

1998 1997 1996
Currently payable
U.S. federal $1,588 $2,130 $ 655
Non-U.S. 623 830 756
State and local 40 (25) 151
Total currently payable 2,251 2,935 1,562
Deferred tax liability/(benefit)
U.S. federal 883 536 642
Non-U.S. (109) 78 (117)
State and local 151 192 79
Total deferred 925 806 604
Total provision $3,176 $3,741 $2,166

55



56

NOTE 6. Income Taxes (coninued)

Deferred taxes are provided for earnings of non-U.S. subsidiaries which are planned to be remitted. No provision for deferred
raxes has been made on $2.1 billion of retained earnings (primarily prior to 1998) which are considered to be indefinitely invested
in the non-U.S. subsidiaries. Deferred taxes for the undistributed earnings of non-U.S. subsidiaries are not practical to estimate.

A reconciliation of the provision for income taxes compared with the amounts at the U.S. staturory tax rate, excluding the

non-taxable gains from The Associates spin-off (1998) and IPO (1996) and Hertz IPO (1997). is shown below:

1998 1997 1996
Tax provision at U.S. statutory
rate of 35% 35% 35% 35%
Effect of:
Tax on non-U.S. income 0 Pts. 0 Pts. 2 Pts.
State and local income taxes 1 1 2
Other (2) (1) (4)
Provision for income taxes 34% 35% 35%

Deferred income taxes reflect the estimated tax effect of accumulated temporary differences berween assets and liabiliries for
financial reporting purposes and those amounts as measured by tax laws and regulations. The components of deferred income rax
assets and liabilities at December 31 were as follows (in millions):

1998 1997
Deferred tax assets
Employee benefit plans $ 6,591 $ 6,378
Dealer and customer
allowances and claims 4,075 4,320
Net operating loss carryforwards 795 859
Allowance for credit losses 1,164 1,270
All other 1,717 1,697
Valuation allowances (256) (308)
Total deferred tax assets 14,086 14,216
Deferred tax liabilities
Leasing transactions 6,324 5,588
Depreciation and amortization
(excluding leasing transactions) 4,221 4,011
Employee benefit plans 969 997
All other 2,682 2,490
Total deferred tax liabilities 14,196 13,086
Net deferred tax assets/(liabilities) $ (110) $ 1,130

Non-U.S. net operating loss carryforwards for tax purposes were $2.3 billion at December 31, 1998. A substantial portion
of these losses has an indefinite carryforward period: the remaining losses have expiration dates beginning in 2000. For financial
statement purposes, the tax benefit of operating losses is recognized as a deferred tax asset, subject to appropriate valuation
allowances. The company evaluates the tax benefits of operating loss carryforwards on an ongoing basis. Such evaluations
include a review of historical and projected future operating results, the eligible carryforward period and other circumstances.



NOTE 7. Liabilities - Automotive Sector

Current Liabilities

Included in accrued liabilities ac December 31 were the following (in millions):

1998 1997

Dealer and customer allowances and claims $ 8,765 $ 8,059
Employee benefit plans 2,530 2,154
Deferred revenue 2,447 2,566
Salaries, wages and employer taxes 740 759
Postretirement benefits other than pensions 275 640
Other 2,168 2,072

Total accrued liabilities $16,925 $16,250

Noncurrent Liabilities

ncluded in other liabilities at December were the following (in millions):
Included her liabil D ber 31 he foll g Il )

1998 1997

Postretirement benefits other than pensions $14,859 $15,407
Dealer and customer allowances and claims 7,401 7,049
Employee benefit plans 3,762 3,137
Unfunded pension obligation 1,528 1,009
Minority interests in net assets of subsidiaries 103 94
Other 2,480 2,203

Total other liabilities $30,133 $28,899

NOTE 8. Employee Retirement Benefits

Employee Retirement Plans

The company has two principal retirement plans in the U.S. The Ford-UAW Retirement Plan covers hourly employees
represented by the UAW, and the General Retirement Plan covers substantially all other Ford employees of the company in the U.S.
The hourly plan provides noncontributory benefits related to employee service. The salaried plan provides similar noncontributory
benefits and contributory benefits related to pay and service. Other U.S. and non-U.S. subsidiaries have separate plans that
generally provide similar types of benefits for their employees.

In general, the company’s plans are funded with the main exceptions of the U.S. defined benefit plans for executives and certain
plans in Germany; in such cases an unfunded liability is recorded.

The company’s policy for funded plans is to contribute annually, at a minimum, amounts required by applicable law, regulations
and union agreements. Plan assets consist principally of investments in stocks. and government and other fixed income securities.

Postretirement Health Care and Life Insurance Benefits

The company and certain of its subsidiaries sponsor untunded plans to provide selected health care and life insurance benefits for
rerired employees. The company’s U.S. and Canadian emplovees may become cligible for those benefits if they retire while working
for the company; however benefits and eligibility rules may be modified from time to time. The estimated cost for these benefits is
accrued over periods of employee service on an actuarially determined basis. In June 1997, the company prepaid certain 1998 and
1999 hourly health benefits by contributing $1.6 billion to a Voluntary Employees’ Beneficiary Association (*“VEBA”) trust. In
1998, a further $1.7 billion was contributed to the VEBA to pre-pay hourly retiree health benefits. At December 31, 1998,
$2 billion of the remaining $2.4 billion VEBA assets applied to hourly retirees.

Increasing the assumed health care cost trend rates by one percentage point is estimated to increase the aggregate service and
interest cost components of net postretirement benefit expense for 1998 by about $200 million and the accumulated postretirement
benefit obligation at December 31, 1998 by about $2.3 billion. A decrease of one percentage point would reduce service and
interest costs by $160 million and decrease the December 31, 1998 obligation by $1.9 billion.
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NOTE 8. Employee Retirement Benefits (continued)
Employee Retirement Benefit Expense

The company’s expense for pensions, retirement health care and life insurance was as follows (in millions):

Pension Benefits
U.S. Plans Non-U.S. Plans Other Benefits*
1998 1997 1996 1998 1997 1996 1998 1997 1996

Costs Recognized in Income

Service cost $ 596 $ 551 $ 532 $354 $331 $261 $ 265 $ 242 $ 268
Interest cost 1,999 1,993 1,838 867 857 819 1,183 1,161 1,195
Expected return on plan assets (2,747) (2,505) (2,310) (986) (931) (790) (45) - -
Amortization of:

Transition (asset)/obligation (22) (22) (21) 13 61 39 - - -

Plan amendments 729 515 599 114 92 103 (42) (44) (48)

(Gains)/losses and other 25 30 30 129 56 95 95 13 (21)
Net pension/postretirement

expense $ 580 $ 562 $ 668 $491 $466 $527 $1.456 $1,372 $1.394
Discount rate for expense 6.75% 7.25% 7.00% 6.50% 7.10% 7.60% 7.00% 7.50% 7.25%
Assumed long-term rate of

return on assets 9.00% 9.00% 9.00%  9.20% 9.20% 9.20% 6.20%
Initial health care cost

trend rate - - - - - - 6.60% 6.60% 9.50%
Ultimate health care cost

trend rate - - - - - - 5.00% 5.00% 5.50%
Number of years to ultimate

trend rate - - - - - - 10 10 10

*Postretirement healith care and life insurance benefits

Pension expense in 1998 increased for U.S. and non-U.S. plans primarily as a result of the year-to-year change in the cost of special
employee separation programs and lower discount rates, partially offset by increased return on plan assets.



NOTE 8. Employee Retirement Benefits (continued)

The vear-end status of these plans was as follows (in millions):

Pension Benefits

U.S. Plans Non-U.S. Plans Other Benefits®
1998 1997 1998 1997 1998 1997
Change in Benefit Obligation
Benefit obligation at January 1 $30,923 $28,245 $13,311 $12,865 $ 17,522 $ 16.503
Service cost 596 551 354 331 265 242
Interest cost 1,999 1,993 867 857 1,183 1,161
Amendments 10 4 26 91 - -
Special programs 278 79 114 37 63
Net aquisitions/(sales) (493) 76 - (130)
Plan participant contributions 45 43 91 - - -
Benefits paid (1,869) (1,828) (660) (633) (846) (794)
Foreign exchange translation - - 182 (1,029) (22) (15)
Actuarial loss/(gain) 2,046 1,760 2,051 792 1,180 425
Benefit obligation at December 31 $33,535 $30,923 $16,336 $13,311 $ 19,215 $ 17,522
Change in Plan Assets
Fair value of plan assets at January 1 $35,683 $30,933 $11,687 $10,898 $ 736
Actual return on plan assets 5,746 5,933 1,470 1,533 45 -
Company contributions 2 210 219 246 1,700 736
Special programs (95) (1) (27) - -
Net sales (473) - - -
Plan participant contributions 45 43 91 - - -
Benefits paid (1,869) (1,828) (660) (633) (480)
Foreign exchange translation - - 26 (652) -
Other 83 393 449 295 - -
Fair value of plan assets at December 31 $39,122 $35,683 $13,255 $11,687 $ 2,001 $ 736
Funded Status of the Plan
Plan assets in excess of/(less than)
benefit obligations $ 5,587 $ 4,760 $(3,081) $(1,624) $(17,214) $(16,786)
Unamortized:
Transition (asset)/obligation (68) (87) 744 212 - -
Prior service cost 1,941 2,393 507 570 (119) (162)
Net (gains)/losses (5,704) (4,801) 650 (63) 1,900 757
Net amount recognized $ 1,756 $ 2,265 $(1,180) $ (905) $(15,433) $(16,191)
Amounts Recognized in the
Balance Sheet Consists of Assets/(Liabilities)
Other non-current assets - Automotive™* $ 2,314 $ 2,459 $ 1,558 $ 1,600 $ - $ -
Accrued non-current liabilities - Automotive (611) (515) (3,601) (2,749) (14,859 (15,407)
Deferred income taxes 34 39 376 120 - -
Accumulated other comprehensive income 54 63 644 274 - -
Other (35) 219 (157) (150) (574) (784)
Net amount recognized $ 1,756 $2,265 $(1,180) $  (905) $(15,433)  $(16,191)
**Includes intangible asset 16 68 404 455
Pension Plans in Which Accumulated Benefit
Obligation Exceeds Plan Assets at December 31
Projected benefit obligation $ 786 $ 795 $ 6,557 $ 5,358
Accumulated benefit obligation 689 688 6,141 5,024
Fair value of plan assets 14 76 2,820 2,631
Assumptions as of December 31
Discount rate 6.25% 6.75% 5.70% 6.50% 6.50% 7.00%
Expected return on assets 9.00% 9.00% 9.30% 9.20% 6.00% 6.20%
Average rate of increase in compensation 5.20% 5.50% 5.10% 5.10% - -
Initial health care cost trend rate - - - - 7.00% 6.60%
Ultimate health care cost trend rate - - 5.00% 5.00%
Number of years to ultimate trend rate - - 9 10

*Postretirement health care and life insurance benefits



NOTE 9. Debt

The fair value of debt was estimated based on quoted market prices or current rates for similar debr with the same remaining
maturities.

Automotive Sector
Debt at December 31 was as follows (in millions):

Weighted Average

Interest Rate” . Book Value

Maturity 1998 1997 1998 1997

Debt payable within one year
Short-term debt 9.8% 7.9% S 1,076 S 592
Long-term debt payable within one year 45 537
Total debt payable within one year 1,121 1,129
Long-term debt 2000-2097 8.0% 8.5% 8,713 7.047
Total debt $ 9,834 $8.176
Fair value $10,809 $8.988

*Excludes the effect of interest rate swap agreements; change in 1998 primarily reflects short-term debt in South America.

Long-term debt at December 31, 1998 included maturities as follows (in millions): 1999 - $45 (included in current liabilities):
2000 - $705; 2001 - $222; 2002 - $595; 2003 - $69; thereafter - §7,122.

Included in long-term debt at December 31, 1998 and 1997 were obligations of $7,944 million and $6.864 million. respectively.
with fixed interest rates, and $769 million and $183 million, respectively, with variable interest rates (generally based on LIBOR or
other short-term rates). Obligations payable in foreign currencies at December 31, 1998 and 1997 were $544 million and
$372 million. respectively.

Agreements to manage exposures to fluctuations in interest rates, which include primarily interest rate swap agreements and
futures contracts, did not change the December 31, 1998 and December 31, 1997 overall weighted-average interest rates on
long-term debrt or the obligations subject to variable interest rates.

Financial Services Sector
Debrt at December 31 was as follows (in millions):

Weighted Average

Interest Rate* Book Value
Maturity 1998 1997 1998 1997
Debt payable within one year
Unsecured short-term debt $ 2,998 $ 3,684
Commercial paper 49,429 63,834
Other short-term debt 4,046 3,985
Total short-term debt 5.6% 6.0% 56,473 71,503
Long-term debt payable within one year 10,383 15,370
Total debt payable within one year 66,856 86,873
Long-term debt
Secured indebtedness 2000-2005 10.2% 9.3% 17 64
Unsecured senior indebtedness
Notes and bank debt 2000-2078 6.2% 6.6% 50,449 67,477
Debentures 2001-2006 4.0% 5.6% 1,661 2,313
Unamortized discount (30) (6)
Total unsecured senior indebtedness 52,080 69,784
Unsecured subordinated indebtedness
Notes 2000-2020 7.7% 8.5% 3,381 2,946
Debentures 7.3% 0 425
Unamortized discount (10) (21)
Total unsecured subordinated indebtedness 3,371 3,350
Total long-term debt 55,468 73,198
Total debt $122,324 $160,071
Fair value $124,320 $161,872

‘Excludes the effect of interest rate swap agreements



NOTE 9. Debt (continued)

Financial Services Sector (continued)

Information concerning short-term borrowings (excluding long-term debt pavable within one vear) is as follows (in millions):

1998 1997 1996
Average amount of short-term borrowings $49,099 $65,592 $62,529
Weighted-average short-term interest rates
per annum (average year) 5.7% 5.3% 5.7%
Average remaining term of commercial paper
at December 31 31 days 30 days 33 days

Long-term debt at December 31, 1998 included maturities as follows (in millions): 1999 - $10,383; 2000 - $11.307:
2001 - $12,363; 2002 - $8,577; 2003 - $9,958; thereafter - $13,263.

Included in long-term debt at December 31, 1998 and 1997 were obligations of $38.1 billion and $56.7 billion. respectively,
with fixed interest rates and $17.3 billion and $16.5 billion, respectively, with variable interest rates (generally based on LIBOR
or other short-term rates). Obligations payable in foreign currencies at December 31, 1998 and 1997 were $30 billion and
$27 billion, respectively. These obligations were issued primarily to fund non-U.S. business operations.

Outstanding commercial paper at December 31, 1998 totaled $46.2 billion at Ford Credit and $2.3 billion at Hertz, with
an average remaining maturity of 30 days and 52 days, respectively.

Agreements to manage exposures to fluctuations in interest rates include primarily interest rate swap agreements. At
December 31, 1998, these agreements decreased the weighted-average interest rate on long-term debt to 6%. compared with
6.2% excluding these agreements, and effectively decreased the obligations subject to variable interest rates to zero; the weighted-
average interest rate on short-term debt excluding these agreements did not change materially. At December 31, 1997, these
agreements decreased the weighted-average interest rate on long-term debt to 6.5%, compared with 6.6% excluding these
agreements, and effectively decreased the obligations subject to variable rates to $11.8 billion; the weighted-average interest
rate on short-term debt excluding these agreements did not change materially.

Support Facilities

At December 31, 1998, Ford had long-term contractually committed global credit agreements under which $8.6 billion is
available from various banks; 94% are available through June 30, 2003. The entire $8.6 billion may be used, at Ford's option,
by any affiliate of Ford; however, any borrowing by an affiliate will be guaranteed by Ford. Ford also has the abiliry to transfer
on a nonguaranteed basts $8.3 billion of such credit lines in varying portions to Ford Credit and FCE Bank plc (formerly known
as Ford Credit Europe plc). In addition, at December 31, 1998, $628 million of contractually committed credit facilities were
available to various Automotive sector affiliates outside the U.S. Approximately $254 million of these facilities were in use at
December 31, 1998.

At December 31, 1998, the Financial Services sector had a total of $28.2 billion of contractually committed support facilities
{excluding the $8.3 billion available under Ford’s global credit agreements). Of these facilities, $23.9 billion are contractually
committed global credit agreements under which $19.2 billion and $4.7 billion are available to Ford Credit and FCE Bank ple,
respectively, from various banks; 58% and 76%, respectively. of such facilities are available through June 30, 2003. The entire
$19.2 billion may be used, at Ford Credit’s option, by any subsidiary of Ford Credit, and the entire $4.7 billion may be used, at
FCE Bank plc’s option, by any subsidiary of FCE Bank plc. Any borrowings by such subsidiaries will be guaranteed by Ford Credit
or FCE Bank plc, as the case may be. At December 31, 1998, $131 million of the Ford Credit global facilities were in use and
$826 million of the FCE Bank plc global facilities were in use. Other than the global credit agreements, the remaining portion
of the Financial Services sector support facilities at December 31, 1998 consisted of $2 billion of contractually committed support
facilities available to Hertz in the U.S. and $2.3 billion of contractually committed support facilities available to various affiliates
outside the U.S.; at December 31, 1998, approximately $1.3 billion of these facilities were in use. Furthermore, banks provide
$1.5 billion of liquidiry facilities to support the asset-backed commercial paper program of a Ford Credit sponsored special
purpose entiry.
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NOTE 10. Capital Stock

At December 31, 1998, all general voting power was vested in the holders of Common Stock and the holders of Class B Stock.
voting together without regard to class. At that date, the holders of Common Stock were entitled to one vote per share and. in the
aggregate, had 60% of the general voting power: the holders of Class B Stock were entitled to such number o votes per share as
would give them, in the aggregate, the remaining 40% of the general voting power, as provided in the company’s Restated Certificate
of Incorporation.

The Restated Certificate of Incorporation provides that all shares of Common Stock and Class B Stock share equally in dividends
{other than dividends declared with respect to anv outstanding Preferred Stock), except that any stock dividends are pavable in shares
of Common Stock to holders of that class and in Class B Stock to holders of that class. Upon liquidation. all shares of Common
Stock and Class B Stock are entitled to share equally in the assets of the company available for distribution to the holders of such
shares.

On January 9, 1998, all outstanding shares of Series A Depositary Shares, representing 1/1,000 of a share of Series A Cumulative
Convertible Preferred Stock, were redeemed at a price of $51.68 per Depositary Share plus an amount equal to accrued and unpaid

dividends.

Series B Depositary Shares, representing 1/2,000 of a share of Series B Cumulative Preferred Stock. have a liquidation preference
of $25 per Depositary Share. Shares outstanding at December 31, 1998 were valued at $177 million and numbered 7.096,688
Depositary Shares. Dividends are payable at a rate of $2.0625 per year per Depositary Share. Series B Cumulative Preferred Stock is
not convertible into shares of Common Stock of the company.  On and after December 1, 2002, and upon satisfaction of certain
conditions, the stock is redeemable for cash at the option of Ford, in whole or in part, at a redemption price equivalent to $25 per
Depositary Share, plus an amount equal to the sum of all accrued and unpaid dividends.

On January 22, 1998, the company commenced an offer to purchase all Depositary Shares representing its Series B Cumulative
Preferred Stock at a price of $31.40 per Depositary Share. The offer to purchase was in effect until February 26, 1998. Depositary
Shares purchased totaled 13,229,775.

The Series B Cumulative Preferred Stock ranks (and any other outstanding Preferred Stock of the company would rank) senior to
the Common Stock and Class B Stock in respect of dividends and liquidation rights.

Changes to the number of shares of capital stock issued for the periods indicated were as follows (shares in millions):

Series A Series B
Common Class B Preferred Preferred
Stock Stock Stock Stock
Issued at December 31, 1995 1,089 71 0.011 0.010
Changes:
1996 - Conversion of Series A Preferred Stock 23 (0.007)
- Employee benefit plans and other 6
1997 - Conversion of Series A Preferred Stock 4 (0.001)
- Employee benefit plans and other 10
1998 - Conversion and Redemption of Series A
Preferred Stock 8 (0.003)
- Employee benefit plans and other 11
- Repurchase of Series B Preferred Stock (0.006)
Net change 62 0 (0.011) (0.006)
Issued at December 31, 1998 1,151 71 0.000 0.004
Authorized at December 31, 1998 3,000 265 — Total Preferred: 30 —



NOTE 11. Stock Options

The company has stock options outstanding under the 1985 Stock Option Plan, the 1990 Long-Term Incentive Plan and
1998 Long-Term Incentive Plan. These Plans were approved by the stockholders. No further grants may be made under the
1985 Plan or 1990 Plan. Grants may be made under the 1998 Plan through April 2008. In general. options granted in 1997 under
the 1990 Plan and subsequent vears under the 1998 Plan become exercisable 33% after one vear from the date of grant. 66% after
rwo vears and in full after three vears. In general, options granted under the 1985 Plan and opuions granted prior ro 1997 under the
1990 Plan become exercisable 25% after one vear from the date of grant, 50% after two vears. 75% after three vears and in full after
four years. Options under the Plans expire after 10 years from the date of grant. Certain participants were granted accompanving
stock appreciation rights under the Plans which may be exercised in lieu of the related options. Under the Plans. a stock
appreciation right entitles the holder to receive, without payment, the excess of the fair marker value of the Common Stock
on the date of exercise over the option price, either in Common Stock or cash or a combination. In addition. grants of
Performance/Contingent Stock Rights were made with respect to 1,354,627 shares in 1998. 936,300 shares in 1997,
865,100 shares in 1996. The number of shares ultimatelv awarded will depend on the extent to which the Performance Targets
specified in each Right is achieved, individual performance of the recipients and other factors. as determined by the
Compensation and Option Committee of the Board of Directors.

Under the 1998 Plan. up to 2% of Common Stock issued as of December 31 of any vear mayv be made available for stock options
and other Plan awards in the next succeeding calendar vear. That limit may be increased up to 3% in any vear, with a corresponding
reduction in shares available for grants in future vears. Anv unused portion of the 2% limit for any calendar vear may be carried
forward and made available for Plan awards in succeeding calendar vears. At December 31, 1998, the number of unused shares
carried forward aggregated to 12,966,146 shares.

Information concerning stock options is as follows (shares in millions):

1998 1997 1996
Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise
Shares subject to option Shares Price  Shares Price  Shares  Price
Outstanding at beginning of period 50.0 $28.44 50.3 $26.93 48,5 $25.22
New grants (based on fair value of
Common Stock at dates of grant) 12.7 58.07 8.6 32.05 8.0 32.69
Associates adjustment” 24.8 -
Exercised"* (13.7) 19.97 (8.3) 23.19 (5.2) 20.32
Surrendered upon exercise of stock
appreciation rights (2.5) 2279 (0.4) 2244 (0.7) 23.03
Terminated and expired (0.4) 33.58 (0.2) 3086 (0.3) 31.14
Outstanding at end of period 70.9*** 25.67 50.0 28.44 50.3 26.93
Outstanding but not exercisable (34.9) (21.6) (21.5)
Exercisable at end of period 36.0 19.53 284 25.84 28.8 23.61

Outstanding stock options and related exercise prices were adjusted to preserve the intrinsic value of options as a result of The Associates
spin-off in 1998.

** Exercised at option prices ranging from $10.43 to $32.69 during 1998, $15.00 to $32.69 during 1997 and $13.42 to $29.06 during 1996.

" Included 0.7, 52.5 and 17.7 million shares under the 1985, 1990 and 1998 Plans, respectively, at option prices ranging from $10.43 to $58.63 per
share. At December 31, 1998, the weighted-average remaining exercise period relating to the outstanding options was 7.1 years.

The estimated fair value as of date of grant of options granted in 1998. 1997 and 1996. using the Black-Scholes option-pricing
model, was as follows:

1998 1997 1996

Estimated fair value per share of

options granted during the year $9.25 $5.76 $6.93
Assumptions: _

Annualized dividend yield 41% 4.8% 4.3%

Common Stock price volatility 28.1% 22.1% 25.2%

Risk-free rate of return 5.7% 6.7% 6.2%

Expected option term (in years) 5 5 5
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NOTE 11. Stock OptiOI’lS (continued)

The company measures compensation cost using the intrinsic value method. Accordinglv. no compensation cost for stock
options has been recognized. If compensation cost had been determined based on the estimared fair value of options granted since
1995, the company's net income and income per share would have been reduced 1o the pro forma amounts indicated below:

1998 1997 1996
As Pro As Pro As Pro
Reported Forma* Reported Forma® Reported Forma*
Net income (in millions) $22,071 $22,014 $6,920 $6,892 $4.446 $4.428
Income per share
Basic $18.17 $ 18.12 $ 575 $ 573 $ 373 $3.71
Diluted $17.76 $ 17.71 $ 562 $ 560 $ 364 § 363

* The pro forma disclosures may not be representative of the effects on reported net income and income per share for future periods because only
stock options that were granted beginning in 1995 are included in the above table. The estimated fair value, before tax. of options granted in 1998.
1997 and 1996 was $162 million, $48 million and $54 million, respectively,

NOTE 12. Litigation and Claims

Various legal actions, governmental investigations and proceedings and claims are pending or may be instituted or asserted in
the future against the company and its subsidiaries, including those arising out of alleged defects in the company’s producs:
governmental regulations relating to safety, emissions and fuel economy: financial services: employment-related matters; dealer,
supplier and other contractual relationships; intellectual properrty rights: product warranties: and environmental matters. Certain
of the pending legal actions are, or purport to be, class actions. Some of the foregoing matters involve or may involve compensatory,
punitive, or antitrust or other treble damage claims in very large amounts, or demands for recall campaigns, environmental
remediation programs, sanctions, or other relief which, ifgran[ed, would require very large expenditures.

Litigation is subject to many uncertainties. and the outcome of individual litigated matters is not predictable with assurance.
Reserves have been established by the company for certain of the matters discussed in the foregoing paragraph where losses are
deemed probable. It is reasonably possible, however, that some of the matters discussed in the foregoing paragraph for which
reserves have not been established could be decided unfavorably to the company or the subsidiary involved and could require the
company or such subsidiary to pay damages or make other expenditures in amounts or a range of amounts that cannot be estimared
at December 31, 1998. The company does not reasonably expect, based on its analysis, that any adverse outcome from such matters
would have a material effect on future consolidated financial statements for a particular year, although such an outcome is possible.

NOTE 13. Commitments and Contingencies

At December 31, 1998, the company had the following minimum rental commitments under non-cancelable operating leases
(in millions): 1999 - $413; 2000 - $336; 2001 - $272; 2002 - $182; 2003 - $113: thereafter - $187. These amounts include rental
commitments related to the sale and leaseback of certain Automotive sector machinerv and equipment.

Ford in the U.S. and Ford of Canada have entered into agreements with banks to provide credit card programs that offer
rebates that can be applied against the purchase or lease of Ford vehicles. The maximum amount of rebates available to qualified
cardholders at December 31, 1998 and 1997 was $1.6 billion and $1.8 billion, respectively. The company has provided for the
estimated net cost of these programs as a sales incentive based on the estimated number of participants who ultimately will purchase
vehicles. The U.S. program was discontinued December 31, 1997 and the Canadian program was discontinued May 31, 1998:
rebates for the U.S. program earned prior to program discontinuance will be valid for up to five years following the calendar year
in which earned, subject to certain restrictions.

NOTE 14. Financial Instruments

Estimated fair value amounts have been determined using available market information and various valuation methods depending
on the type of instrument. In evaluating the fair value information, considerable judgment is required to interpret the market data
used to develop the estimates. The use of different market assumptions and/or different valuation techniques may have a material
effect on the estimated fair value amounts. Accordingly, the estimates of fair value presented herein may not be indicative of the
amounts that could be realized in a current market exchange.



NOTE 14. Financial Instruments (continued)

Balance Sheet Financial Instruments

Information about specific valuation techniques and estimated fair values is provided throughout the Notes to Financial
Statements. Book value and estimated fair value amounts at December 31 were as follows (in millions):

1998 1997

Book Fair Book Fair Fair Value

Value Value Value Value Reference
Automotive Sector
Marketable securities $ 20,120 $ 20,120 $ 14519 $ 14,519 Note 2
Debt 9,834 10,809 8,176 8,988 Note 9
Financial Services Sector
Marketable securities $ 968 % 968 $ 2201 § 2,201 Note 2
Receivables 90,010 89,847 127,595 130,978 Note 3
Debt 122,324 124,320 160,071 161,872 Note 9

Foreign Currency and Interest Rate Instruments

The fair value of foreign currency and interest rate instruments was estimated using current market prices provided by outside
quotation services. The estimated fair value, notional amount and deferred loss at December 31 were as follows (in millions):

Fair Value
1998 1997
Foreign currency instruments
Assets $631 $ 289
Liabilities 615 1,207
Interest rate instruments
Assets 944 548
Liabilities 251 182

The notional amount represents the contract amount, not the amount at risk. The notional amount for foreign currency
instruments was $33.1 billion at December 31, 1998, and $31 billion at December 31, 1997. The deferred gain for foreign currency
instruments was $28 million at December 31, 1998, compared to a deferred loss of $63 million at December 31, 1997. The
deferred gain for 1998 is the sum of unrecognized gains and losses on the underlying transactions or commitments. The notional
amount for interest rate instruments was $97.5 billion at December 31, 1998, and $90.4 billion at December 31, 1997.

Counterparty Credit Risk

Fotd manages its foreign currency and interest rate counterparty credit risks by limiting exposure to and by monitoring the
financial condition of each counterparty. The amount of exposure Ford may have to a single counterparty on a worldwide basts is
limited by company policy. In the unlikely event that a counterparty fails to meet the terms of a foreign currency or an interest rate
instrument, the company’s risk is limited to the fair value of the instrument.

Other Financial Agreements
At December 31, 1998, the notional amount of commodity hedging contracts outstanding totaled $853 million: the notional

amount at December 31, 1997 was $496 million. The company also had guaranteed $826 million of debt of unconsolidated
subsidiaries, affiliates and others at December 31, 1998. The risk of loss under these financial agreements is not material.
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NOTE 15. Acquisitions, Dispositions and Restructuring

Automotive Sector
Restructurings

Ford recorded a pre-tax charge of $726 million ($472 million after taxes) in the fourth quarter of 1998 for retirement and
separation programs. These special voluntary and involuntary programs reduce the workforce by 2.184 persons in North America
(all salaried), 1,977 in Europe (1,304 hourly and 673 salaried) and 4,650 in South America (4,400 hourly and 250 salaried). The
costs were charged to Automotive segment ($674 million) in cost of sales, Visteon segment ($38 million) in cost of sales, Ford Credit
segment ($9 million) in operating and other expenses, and other Financial Services operations ($5 million) in operating and other
expenses.

Ford recorded a pre-tax charge of $272 million ($169 million after taxes) in the second quarter of 1997, reflecting actions that
were completed during 1997 and 1998. These included primarily the discontinuation of passenger car production at the Lorain
Assembly Plant resulting in a write-down of surplus assets. The charge also included emplovee termination costs related to the
elimination of a shift at the Halewood (England) Plant, and a loss on the sale of the heavy truck business.

Cost for special voluntary employee separation programs reduced the Automotive sector’s net income for 1996 by $436 million.
The programs affected about 3,500 salaried employees, primarily in the U.S.

Write-Down of Kia Motors Corporation

During the fourth quarter of 1998, Ford recorded a pre-tax charge of $111 million ($86 million after taxes) to write-off its net
exposure to Kia Motors Corporation (*Kia”). The write-off of Ford's exposure was recorded in cost of sales. Ford's share of Mazda
Motor Corporation’s {“Mazda”) exposure was recorded in equity in net income of affiliates.

Batavia/ZF Friedrichshafen AG Joint Venture

During the fourth quarter of 1998, Ford recorded in cost of sales a pre-tax charge of $112 million (873 million after raxes) related
to the fair value transfer of its Batavia (Ohio) Transmission Plant to a new joint venture company formed by Ford and
ZF Friedrichshafen AG of Germany. The transaction is expected to be completed in the first quarter of 1999. The new joint
venture will be reflected in Ford’s consolidated financial statements on an equity basis.

Investment in Mazda Motor Corporation

During May 1996, Ford increased its investment in Mazda from its existing 24.5% ownership interest to a 33.4% ownership
interest by purchasing from Mazda newly-issued shares of common stock for an aggregate purchase price of $484 million. In
connection with the purchase of shares, Mazda agreed to coordinate more closely with Ford its strategies and plans, particularly in
the areas of product development, manufacturing and distribution of vehicles, so as to improve the competitiveness and economies of
scale of both companies. Ford and Mazda remain separate public companies with separate identities. Ford is not responsible for any
of Mazda’s liabilities, debts or other obligations, and Mazda's operating results and financial position are not consolidated with those
of Ford; Mazda continues to be reflected in Ford's consolidated financial statements on an equity basis.

Financial Services Sector
Associates First Capital Corporation

During the second quarter of 1998, the company completed a spin-off of Ford's 80.7% (279.5 million shares) interest in The
Associates. As a result of the spin-off of The Associates, Ford recorded a gain of $15,955 million in the first quarter of 1998 based
on the fair value of The Associates as of the record date, March 12, 1998. The spin-off qualified as a tax-free transaction for U.S.
federal income tax purposes. During the second quarter of 1996, The Associates completed an initial public offering (“IPO”) of its
common stock representing a 19.3% economic interest in The Associates. Ford recorded a second quarter 1996 gain of $650 million
resulting from the IPO; the gain was not subject to income taxes.

Hertz Corporation

In the second quarter of 1997, Hertz, a subsidiary of Ford, completed an IPO of its common stock representing a 19.1%
economic interest in Hertz. Ford recorded a second quarter 1997 gain of $269 million resulting from the IPO; the gain was not
subject to income taxes.

Ford Leasing

During the third quarter of 1996, Ford Leasing Corporation, rhen known as USL Capital Corporation (“USL Capital”), a
subsidiary of Ford Holdings, Inc., concluded a series of transactions for the sale of substantially all of its assets, as well as certain
assets owned by Ford Credit and managed by USL Capital. Proceeds from the sales were used to pay down related liabilities and
debt. Ford recorded a pre-tax gain of $263 million from the sales ($95 million gain after taxes).



NOTE 15. Acquisitions, Dispositions and Restructuring rconumucd:

Budget Rent-A-Car

The company recorded a pre-tax charge in 1996 totaling §38- mullion ($23

N

amil

Ilion after taxes! to recognize the estmarted value

of its outstanding notes receivable from. and preferred stock investment in, Budget Rent-A-Car Corporation ("BRAC™). The inidal
provision taken in the second quarrter of 1996 towaling $700 million ($437 million after taxes) resulted from conclusions reached in
a study of Ford's renral car business strategy. In accordance with SFAS 114, the notes receivable provision reflected primarily the
unsecured portion of financing provided to BRAC by Ford. The preferred stock write-down reflected recognition of the Fair value
of Ford's investment ar the time. In the fourth quarter of 1996, the notes receivable provision was reduced by $316 million

($204 million after taxes), reflecting a strengthening of the rental car business. recent sales of rental car franchises. and mcreased
investor interest that led 1o a reassessment of the value of the outstanding common stock of BRAC: Ford became the ownet of
approximately 22% of Team Rental as a result of the partial repavment in Team Rental stock of Ford's loans to BRAC. In the tourth

quarter of 1997, Ford sold its shares of Budget Group (formerly " Team Rental™) stock. The gain on sale was not material.

NOTE 16. Cash Flows

The reconciliation of net income to cash flows from operaring activities is as follows (in millions):

1998 1997 1996
Financial Financial Financial
Automotive  Services  Automotive  Services Automotive  Services
Net income $ 4,752 $17,319 $ 4714 § 2.206 $ 1.655 $ 2.791
Adjustments to reconcile net income
to cash flows from operating activities:
Depreciation and amortization 5,740 8,589 5,938 7.645 5916 6.875
Losses/(earnings) of affiliated
companies in excess of dividends remitted 82 (2) 127 (1) 44 (16)
Provision for credit and
insurance losses - 1,798 3.230 - 2,564
Foreign currency adjustments (208) - 27 - 156 -
Net (purchases)/sales of trading
securities (5,434) (205) (2,307) 67 (5.180) 62
Provision for deferred income taxes 421 504 908 (102) 74 530
Gain on spin-off of The Associates
(Note 15) - (15,955) - - - -
Gain on sale of common stock of a
subsidiary (Note 15) - - - (269) - (650)
Changes in assets and liabilities:
Decrease/{increase) in accounts
receivable and other current assets 1,027 (1,189) (179) 256 (2,183) (1.328)
(Increase)/decrease in inventory (254) - 1.234 - 553 -
Increase/(decrease) in accounts payable
and accrued and other liabilities 3,019 1,728 3.854 (121) 5,447 1,303
Other 477 891 (278) 739 94 550
Cash flows from operating activities $ 9,622 $13,478 $13.984 $13.650 $ 6.576 $12,681

The company considers all highly liquid investments purchased with a maturity of three months or less, including short-term
time deposits and government, agency and corporate obligations. to be cash equivalents. Automotive sector cash equivalents at

December 31, 1998 and 1997 were $3.4 billion and §3.8 billion. respectively: Financial Services sector cash equivalents at December
31,1998 and 1997 were $500 million and S800 million. respectivelv. Cash flows resulting from futures contracts, forward contracts
and options thart are accounted for as hedges of identifiable transactions are classified in the same category as the ttem being hedged.
Purchases. sales and maturites of trading securities are included in cash flows from operating activities. Purchases, sales and
maturities of available-for-sale and held-to-maturity securities are included in cash flows from investing activities.

Cash paid for interest and income taxes was as follows (in millions):

1998 1997 1996
Interest $9,120 $10,430 $10.250
Income taxes 2,027 1,301 1,285
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NOTE 17. Segment Information

Ford adopted Statement of Financial Accounting Standards No. 131, Disclosures about Segments of an Enterprise and Related
Information, effective with year-end 1998. This standard requires companies to disclose selected financial data by operating segment
(defined in Note 1). Ford has identified four primary operating segments: Automotive. Visteon. Ford Credit. and Hertz. Segment
selection was based upon internal organizational structure, the way in which these operations are managed and their performance
evaluated by management and Ford’s Board of Directors, the availability of separate financial results, and materiality considerations.
Segment detail is summarized as follows (in millions):

Automotive Sector Financial Services Sector Total Total
Auto- Ford Other Elims/ Auto Fin Svcs
motive Visteon Credit Hertz Fin Svcs Other Sector Sector
1998
Revenues
External customer revenues $118,017 $ 1,412a $19,095 $4,241 $ 1,997 §$ (346) $119,083 §$ 25,333
Intersegment revenues 3,839 16,350 208 9 272 (20,678) 0 0
Total Revenues $121,856 $17,762 $19,303 §$ 4,250 $ 2,269 $(21,024) $119,083 § 25,333
Income
Income before taxes $ 5829 $ 1,129 $ 1,812 $ 465 $ 16,161p $ 0 $ 6958 $18,438
Provision for income taxes 1,739 420 680 188 149 0 2,159 1,017
Net income 4,040 712 1,084 277 16,0600 (102) 4,752 17,319
Other Disclosures
Depreciation/amortization $ 5181 §$ 559 § 7,327 §$1,186 §$ 45 3 31 $ 5740 $ 8,589
Interest income 1,414 58 - - - (141) 1,331 -
Interest expense 1,089 102 6,910 318 1,114 (668) 829 8,036
Capital expenditures 7,252 861 67 317 120 0 8,113 504
Unusual items 0 0 0 0 15,955 0 0 15,955
Unconsolidated affiliates
Equity in net income (64) 26 2 0 0 0 (38) 2
Investments in 2,191 214 76 0 0 0 2,405 76
Total assets at year-end 83,556 9,223 137,248 8,873 6,181 (7,536) 88,744 148,801
1997
Revenues
External customer revenues $121,976 $ 1,217 $17,144 $ 3895 $ 9653 $ (258) $122,935 § 30,692
Intersegment revenues 4,749 16,003 201 10 266 (21,229) 0 0
Total Revenues $126,725 $17,220 $17345 $ 3905 $ 9,919 $(21,487) $122935 § 30,692
Income
Income before taxes $ 6257 $ 825 $ 1806 $ 343 $ 1,708¢ $ 0 $ 7082 $ 3,857
Provision for income taxes 2,014 308 727 142 550 0 2,322 1,419
Net income 4,196 518 1,031 202 1,205¢ (232) 4,714 2,206
Other Disclosures
Depreciation/amortization $ 5346 $ 592 $ 6,188 $1,068 % 364 $ 25 $ 5938 $ 7,645
Interest income 1,228 17 - - (129) 1,116 -
Interest expense 904 82 6,268 316 3,523 (593) 788 9,712
Capital expenditures 7,225 917 49 211 315 0 8,142 575
Unusual items 0 0 0 0 269 ¢ 0 0 269
Unconsolidated affiliates
Equity in net income (117) 29 1 0 0 0 (88) 1
Investments in 1,782 195 84 0 0 0 1,977 84
Total assets at year-end 82,376 8,409 121,973 7,436 68,348 (9,445) 85,079 194,018
1996
Revenues
External customer revenues $116,887 $ 1,3682 $16,476 $ 3668 $ 8913 § (321) $118,023 $ 28,968
Intersegment revenues 5,001 15,111 229 11 985 (21,337) 0 ¢}
Total Revenues $121,888 $16479 $16,705 $ 3,679 §$ 9.898 $(21,658) $118,023 § 28,968
Income
Income before taxes $ 1973 $ 598 $ 2240 $ 256 $ 17264 $ 0 8§ 2571 $ 4,222
Provision for income taxes 642 220 732 98 474 0 862 1,304
Net income 1,274 381 1,441 159 1,318 d (127) 1,655 2,791
Other Disclosures
Depreciation/amortization $ 5406 $ 510 $ 5538 $ 975 $ 336 $ 26 $ 5916 $ 6,875
Interest income 895 16 - - - (70) 841 -
Interest expense 749 79 6,260 309 3,378 (376) 695 9,704
Capital expenditures 7,240 969 44 194 204 0 8,209 442
Unusual items 0 0 0 0 529 d 0 0 529
Unconsolidated affiliates
Equity in net income (53) 47 0 0 1 (2) (6) (1)
Investments in 2,245 206 76 0 0 0 2,451 76
Total assets at year-end 73,976 7,906 121,696 7,649 58,694 (7,054) 79,658 183,209

a Includes sales to outside fabricators for inclusion in components sold to Ford's Automotive segment. These sales are eliminated in total Automotive sector reporting.

b Includes $15,955 non-cash gain (not taxed) on spin-off of The Associates in the first quarter of 1998 (Note 15).

¢ Includes $269 gain (not taxed) on Hertz IPQO in the second quarter of 1997 {Note 15).
d Includes $650 gain (not taxed) on The Associates IPO in the second quarter of 1996, $263 gain on sale of USL Capital assets, $384 loss resulting from the write-down of
Budget Rent-A-Car notes receivable in 1396 (Note 15).



NOTE 17. Segment Information (continued)

“Other Financial Services " dara is an aggregation of miscellaneous smaller Financial Services sector business components,
including Ford Motor Land Development Corporation, Ford Leasing Development Company. Ford Leasing Corporation. and
Granite Management Cortporation, and certain unusual transactions (footnoted). Also included is data for The Associates. which
was spun off from Ford in 1998.

“Eliminations/Orther” data includes intersegment eliminations and minority interest calculations. Data for “Depreciation/amor-
tization” includes depreciation of fixed assets and assets subject to operating leases and amortization of special tools. [nterest

income for the operaring segments in the Financial Services sector is reported as “Revenue”.

Information concerning principal geographic areas was as follows (in millions):

Geographic Areas United All Total
States Europe  Other Company

1998

External revenues $100,597 $27,026 $16,793 $144,416

Net property 25,761 11,018 7,260 44,039

1997

External revenues $105,581 $27,618 $20,428 $153,627

Net property 23,948 9,596 7.090 40,634

1996

External revenues $ 98,887 $30,478 $17,626 $146,991

Net property 22,950 9,720 6,868 39,538

NOTE 18. Summary Quarterly Financial Data (Unauditeq)

(in millions, except per share amounts)

1998 1997
First Second  Third Fourth First Second  Third Fourth
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter

Automotive Sector

Sales $29,076 $31,309 $26,494 $32,204 $30,037 $32,805 $28,196 $31,897

Operating income 1,806 2,922 777 1,180 1,704 2.444 846 1,952
Financial Services Sector

Revenues 7,508 5,980 6,146 5,699 7.277 7,460 7.900 8,055

Income before income taxes 16,813 590 645 390 830 1,199 912 916

Total Company

Net income 17,646 2,381 1,001 1,043 $ 1,469 $ 2,530 $ 1,125 $ 1,796
Less:
Preferred stock dividend
requirements 95 4 4 4 14 14 13 13

Income attributable
to Common and
Class B Stock $17,5561 $ 2377 $ 997 § 1039 $ 1455 $ 2516 $ 1,112 $ 1,783

AMOUNTS PER SHARE OF
COMMON AND CLASS B
STOCK AFTER PREFERRED
STOCK DIVIDENDS

Basic income $1448 $ 196 $ 082 $ 086 $ 123 ¢ 211 $ 093 § 148
Diluted income 14.23 1.91 0.80 0.84 1.20 2.06 0.91 1.45
Cash dividends 0.42 0.42 0.42 0.46 0.385 0.42 0.42 0.42



Eleven-Year Financial Summary

(dollar amounts in millions, except per share amounts)

SUMMARY OF OPERATIONS

Automotive Sector
Sales

Operating income/(l0ss)

Income/(loss) before income taxes and
cumulative effects of changes in
accounting principles

Income/(loss) before cumulative effects
of changes in accounting principles a . ¢

Net income/(loss)

Financlal Services Sector

Revenues

Income before income taxes and
cumulative effects of changes in
accounting principles

Income before cumulative effects of
changes in accounting principles b.d, e

Net income

Total Company

Income/(loss) before income taxes and
cumulative effects of changes in
accounting principles

Provision/(credit) for income taxes

Minority interests in net income of
subsidiaries

Income/(loss) before cumulative effects
of changes in accounting principles
a.b,c.d.e

Cumulative effects of changes in
accounting principles

Net income/(loss)

Total Company Data Per Share of Common
and Class B Stock f

Income/(loss) before cumulative effects
of changes in accounting principles

Income/(loss)

Basic
Diluted

Cash dividends

Common stock price range (NYSE)
High
Low

Average number of shares of Common and

Class B stock outstanding (in millions)

on T oo

Raslls)

1998 1997 1996 1995 1994 1993 1992 1991 1990 1989 1988
$119,083 $122,935 $118,023 $110,496 $107,137 $91,568 $84,407 $72.051 $81.844 $82.879 $82.193
6,685 6946 2,516 3281 5826 1432 (1,775) (3.769) 316 4252 6612
6,958 7,082 2571 3166 5997 1291  (1952) (4.052) 275 5156  7.312
4752 4714 1,655 2056 3913 1,008  (1.534) (3.186) 99 3175  4.609
4,752 4,714 1655 2056 3,913 1008 (8.628) (3.186) 99 3175  4.609

$ 25333 $ 30,692 $ 28,968 $ 26,641 $ 21,302 $16.953 $15725 $16,235 $15806 $13.267 $10.253
18,438 3,857 4,222 3539 2792 2712 1825 1465 1220 874  1.031
17319 2206 2791 2083 1395 1521 1032 928 761 660 691
17,319 2206 2,791 2083 1,395 1521 1243 928 761 660 691

$ 25396 $ 10939 $ 6793 $ 6705% 8789 $ 4003 $ (127) $(2.587) $1.495 $ 6030 $ 8.343
3176 3,741 2166 2379 3329 1350 295 (395) 530 2,113 2,999
149 278 181 187 152 124 80 66 105 82 44
22,071 6920 4,446 4,139 5308 2,529 (502) (2.258) 860 3835 5300

- - - - - - (6.883) - - - -

$ 22071 % 6920% 4446 $ 4,139% 5308 $ 2529 $(7.385) $(2.258) $ 860 §$ 3.835 $ 5.300
$ 1817 $ 575% 373 % 358 $ 497 $ 227 $ (073) $ (240) $ 093 $ 411 $ 548
18.17 5.75 3.73 358 4.97 227  (781)  (2.40) 0.93 4.11 5.48
17.76 5.62 3.64 3.33 4.44 210 (7.81)  (2.40) 0.92 4.06 5.40
172 1645 1.47 1.23 0.91 0.80 0.80 0.98 1.50 1.50 115
61-7116 33-3/8  24-47/64 21-53/64 23-1/4  21-61/64 16-61/64 12-17/32 16-5/16  18-31/64 18-17/64
28-5/16 19-59/64 18-3/32 16-7/16 17-11/64 14-9/32  9-7/32  7-49/64 8-19/64 13-47/64 12-41/64
1,211 1195 1179 1,071 1,010 986 972 952 926 934 968

1989 includes an after-tax loss of $424 million from the sale of Rouge Steel Company.
1994 includes an after-tax loss of $440 million from the sale of Granite Savings Bank (formerly First Nationwide Bank).

1995 includes a gain of $230 million from the dissolution of Aurolatina, Ford's joint venture with Volkswagen AG in Brazil and Argentina.

1996 includes gains of $650 million on the sale of The Associates’ common stock and $95 million on the sale of USL Capital’s assets, offser partially by a net

write-down of $233 million for Budget Rent a Car Corporation.

1997 includes a gain of $269 million on the sale of Herrz common stock.
Share data have been adjusted to reflect stock dividends and stock splits. Common stock price range (NYSE) has been adjusted to reflect

The Associates spin-off.
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Eleven-Year Financial Summary continued)

(dollar amounts in millions, except per share amounts)

SUMMARY OF OPERATIONS (continued)

Total Company Balance
Sheet Data at Year-End
Assets
Automotive Sector
Financial Services Sector
Total assets
Long-term debt
Automotive Sector
Financial Services Sector
Stockholders' equity g

Total Company Facility
and Tooling Data
Capital expenditures for
facilities (excluding
special tools)
Depreciation
Expenditures for special tools
Amortization of special tools

Total Company Employee
Data - Worldwide

Payroll

Total tabor costs

Average number of employees

Total Company Employee
Data - U.S. Operations

Payroll

Average number of employees

Average hourly labor costs h
Earnings
Benefits
Total hourly labor costs

¢ The cumulative effects of changes in accounting principles reduced equiry by $6.883 million in 1992.

1998 1997 1996 1995 1994 1993 1992 1991 1990 1989 1988
$88,744 § 85079 $ 79.658 § 72772 $§ 68639 $ 61737 § 57,170 § 52.397 S 50.824 § 45819 §$ 43.128
148,801 194,018 183,209 170,511 150,983 137,201 123,375 122,032 122.839 115.074 100.239
$237,545 $279,097 $262.867 $243.283 $219,622 $198,938 $180.545 §$174.429 §173.663 $160.893 $143.367
$ 8713 § 7047 § 6495 $ 5475 § 7,103 $ 7084 $ 7068 $ 6539 S 4553 § 1137 § 1.336
55,468 73,198 70.641 68,259 58,104 47.900 42,369 43.680 40.779 37.784 30.777
23,409 30,734 26,762 24.547 21,659 15,574 14,753 22,690 23.238 22,728 21.529
$§ 5109 $ 5695 $ 5362 $§ 5455 § 5236 $ 4339 $ 3613 $§ 3611 § 4702 $ 4412 & 3,148
11,393 10,404 9,519 8.954 7,207 5,456 4,658 3.956 3.185 2,720 2.458
3,508 3,022 3.289 3.542 3,310 2,475 2177 2,236 2.556 2.354 1.634
2,936 3.179 3,272 2,765 2,129 2,012 2,097 1,822 1,695 1.509 1,335
$ 16,848 $ 17,187 § 17,616 $ 16567 $ 15853 $ 13,750 §$ 13,754 §$ 12850 $ 14,014 § 13,327 $ 13,010
25,731 25,546 25,689 23.758 22,985 20,065 19,850 17.998 18,962 18,152 18.108
345,175 363,892 371,702 346,989 337,728 321,925 325,333 331,977 369,547 366,641 358,939
$ 10,639 § 10840 $ 10,961 $ 10488 $ 10381 § 8889 § 8019 § 7393 § 8313 § 8654 3§ 8477
173,899 189,787 189,718 186,387 180,861 166,995 158,501 156,203 180,228 188,402 185,651
$ 2430 $ 2295 § 2230 $ 2179 $ 2181 $ 2094 $ 1992 § 1910 § 1844 $ 17.77 $§ 17.39
21.42 20.60 19.47 18.66 19.13 18.12 19.24 17.97 14.12 13.21 13.07
$ 4572 § 4355 § 4177 § 4045 § 4094 $ 3906 $ 39.16 § 3707 $ 3256 $ 3098 $ 3046

h Per hour worked (in dollars). Excludes dara for subsidiary companies.
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Summary of Vehicle Unit Sales a

(in thousands)

1998 1997 1996 1995 1994 1993 1992 1991 1990 1989 1988

North America
United States

Cars 1,563 1,614 1,656 1,767 2,036 1,925 1,820 1,588 1.870 2,201 2,364
Trucks 2,425 2,402 2,241 2,226 2,182 1,859 1,510 1,253 1.416 1,517 1,537
Total United States 3,988 4,016 3,897 3,993 4,218 3,784 3,330 2,841 3,286 3.718 3.901
Canada 279 319 258 254 281 256 237 259 257 326 349
Mexico 103 97 67 32 92 91 126 112 89 87 63
Total North America 4,370 4,432 4,222 4,279 4,591 4,131 3,693 3,212 3,632 4131 4,313
Europe
Britain 498 466 516 496 520 464 420 471 607 739 753
Germany 444 460 436 409 386 340 407 501 361 326 332
Italy 205 248 180 193 179 172 266 301 219 153 98
France 171 153 194 165 180 150 194 190 185 192 168
Spain 155 155 155 160 163 117 165 128 155 173 158
Other countries 377 318 339 286 281 250 270 296 289 296 290
Total Europe 1,850 1,800 1,820 1,709 1,709 1,493 1,722 1,887 1,816 1,879 1,799
Other international
Brazil 178 214 190 201 164 151 117 137 137 157 154
Australia 133 132 138 139 125 120 105 104 134 154 132
Argentina 97 147 64 48 54 49 49 26 18 25 30
Taiwan 77 79 86 106 97 122 119 107 115 115 88
Japan 25 40 52 57 50 53 64 83 99 82 60
Other countries 93 103 81 67 63 65 71 67 72 65 86
Total other internationat 603 715 611 618 553 560 525 524 575 598 550
Total worldwide cars and trucks 6,823 6,947 6,653 6,606 6,853 6,184 5,940 5,623 6,023 6,608 6,662
Total worldwide tractors b - - - - - - - 13 66 72 77
Total worldwide vehicle
unit sales 6,823 6,947 6,653 6,606 6,853 6,184 5,940 5,636 6,089 6.680 6,739

a Vehicle unit sales generally are reported worldwide on a “where sold” basis and include sales of all Ford-badged units, as well as units manufactured by Ford and sold to other
manufacturers.
b Ford's tractor operation. Ford New Holland, was sold on May 6, 1991.

Supplementary Disclosures

1998 1997
First Second Third Fourth First Second Third Fourth
Quarter Quarter Quarter Quarter Quarter Quarter Quarter  Quarter
Common Stock Price a
High $43-5/8 $59-1/8 $61-7/16  $59-7/8 $23-1/4 $26-15/64 $30-5/8 $33-3/8
Low 28-5/16 41-11/64  40-5/8 38-13/16  20-27/64 19-59/64  25-23/64  27-9/16

As of February 26, 1999, stockholders of record included 223,699 holders of Common Stock and 104 holders of Class B Stock.

a New York Stock Exchange composite interday prices as provided by the www.NYSEnet.com price history database. All prices prior to
April 8, 1998 have been adjusted to reflect the Associates First Capital Corporation spin-off.
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Employment and Payroll Data

In 1998, average worldwide employment decteased 5.1% reflecting divestiture of The Associates. offset partially by increased

employment at Hertz. Worldwide payrolls were $16.9 billion in 1998, a 2.0% decrease from 1997.

Average employment by geographic area, compared with 1997, was:

1998 1997
United States 173,899 189,787
Europe 105,351 104,014
Other 65,925 70,091
Total 345175 363,892

NOTE: The Associates employment included above was 21,161 in 1997

U.S. Employment of Minority-Group Personnel and Women at Year-End*

In United States Minorities Women
1998 1997 1998 1997 1998 1997
Hourly employees 100,760 103,569 25.2% 25.0% 15.8% 15.5%
Salaried employees 53,309 53,305 16.4% 15.7% 26.5% 26.0%
Total 154,069 156,874 22.2% 21.8% 19.5% 19.1%

*Includes Ford Motor Company and Ford Credit Company

U.S. Representation of Minority-Group Members and Women in EEO-1 Job Categories at Year-End a

Job Categories b

African-Americans Hispanic-Americans Other Minorities ¢ Women

1998 1997 1998 1997 1998 1997 1998 1997
Officials and Managers 9.0% 8.7% 1.8% 1.7% 2.8% 2.4% 11.8% 10.4%
Professionals 8.1% 7.9% 2.5% 2.4% 6.5% 6.1% 25.2% 24.9%
Technicians 7.3% 71% 21% 2.0% 2.2% 2.1% 14.1% 14.2%
Office and Clerical 18.1% 17.5% 4.9% 4.6% 1.2% 1.1% 48.9% 47.4%
Craft Workers (skilled) 8.4% 8.9% 1.3% 1.2% 0.7% 0.6% 2.4% 2.5%
Operatives (semiskilled) 25.7% 25.6% 2.8% 2.7% 0.8% 0.8% 20.5% 20.0%
Laborers (nonskilled) 30.8% 31.5% 2.7% 2.3% 0.9% 0.7% 11.8% 10.7%
Service Workers 31.5% 29.7% 1.9% 2.0% 0.1% 0.5% 9.3% 15.2%
Percentage of Work Force 17.4% 17.3% 2.5% 2.5% 2.2% 2.0% 19.5% 19.1%

a Includes Ford Motor Company and Ford Motor Credit Company only.

b Excludes sales workers (rerail), a job category that is not applicable to Ford.

¢ Includes Asian-American, Pacific Islanders, American Indians or Alaskan Natives only.
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Information for Shareholders
SHAREHOLDER SERVICES

First Chicago Trust Company Division of EquiServe is the company's principal transfer agent and registrar and manages shareholder
services for Ford. Please contact them directly with questions about vour share account or requests for transactions.

Mail: Telephone:
Ford Shareholder Services Within the U.S. and Canada: (800) 279-1
First Chicago Trust Company Qurside the U.S. and Canada: (201) 324- 02 2
P O. Box 2566
Jersey City, New Jersey 07303-2566 E-mail: Ford_Team@em.fcnbd.com

COMPANY INFORMATION

Information abourt the company is available from:

Mail: Telephone:
Ford Motor Company Within the U.S. and Canada: (800) 555-5259
Shareholder Relations From Qurside the U.S. and Canada: (313) 843-8340
The American Road Facsimile: (313) 845-6073
P O. Box 1899
Dearborn, Michigan 48121-1899 E-Mail: stockinf@ford.com

SHAREHOLDER AND INVESTOR RELATIONS ON-LINE

Shareholder and Investor Relations is a part of the Ford Motor Company World Wide Web home page at www.ford.com.
In addition to company product and services information, users can obrain the latest company profile and financial information
and send e-mail messages directly to Shareholder and Investor Relations in Dearborn or Ford Shareholder Services at First Chicago.

BUYING AND SELLING STOCK

Ford Common Stock is listed and traded on the New York and Pacific Coast Stock Exchanges in the United States and on stock
exchanges in Belgium, France, Germany, Switzerland and the United Kingdom. Ford's Series B Depositary Shares, the TOPrS™ of Ford
Motor Company Capital Trust 1, and Hertz Corporation common stock are listed and traded on the New York Stoclk Exchange only.

Ford Motor Company Common Stock may be bought or sold through a broker or financial institution that provides brol\eraoe
services. In addition, First Chicago offers the DirectSERVICE™ Investment and Stock Purchase Program for shareholders of record
and first-time investors of Ford Motor Company Common Stock. This shareholder-paid Program prov1des a low-cost alternative to
traditional retail brokerage methods of purchasing, holding and selling Ford Common Stock. Conract them directly for details.

Ford Series B Depositary Shares and Ford Motor Company Capirtal Trust [ TOPrS must be bought or sold through a broker or a
financial institution that provides brokerage services. Neither the company nor First Chicago deals directly with investors for purchase
or sale of these issues.

ANNUAL MEETING

The 1999 Annual Meeting of the Shareholders will be held at 10:00 a.m. (EDT) Thursday, May 13, 1999 at the Detroit Opera
House, 1526 Broadway, Detroit, M1 48226. Notice of the Annual Meeting. a Proxy Statement and vorting card will be mailed to share-
holders in advance of the Meeting.

ANNUAL REPORT CREDITS
The Ford Motor Company Annual Report is designed, written and produced each year by a cross-functional Ford team. The 1998
team members are:

Team Leader: Mel Stephens. Director, Corporate Communications and Investor Relations
Editor: Steve Harper. Manager. Shareholder Relations

Editorial Services: Linda Bermingham, Tom Morrisey and Chuck Snearly

Art Direction and Design: Pat Barney and Tom Rada

Photography: John Abbott (Chairman’s photo) and Tom Wojnowski

Photo Captions: Carrie Pygott

Digital imaging technology has been used for retouching and to produce some composite photos in this report. The report was
printed by the Avanti Case-Hoyt Corporation of Rochester, New York.

& & This report is printed on recveled and reevelable paper using sov ink rather than petroleum-based ink.
= YN - B

[%. A logo of the New York Stock Exchange which signifies thar Ford Motor Company is listed on the Exchange
iYSE

with a trading symbol “F”

The logo of the three-year alliance berween Ford and the Children’s Television Workshop to educare millions of familics
about the importance of children sitting in the back seat and buckling up. * 1999 Children’s Television Workshop. Sesame
Streer Muppets © 1999 The Jim Henson Company.
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What to drive on the Information Superhighway.

* For several years now, our website has been brimming with infor-

mation and the latest news about our Company, our design & technology, our envi-
ronmental initiatives and our great history. But in 1999, www.ford.com is
writing a whole new chapter in automotive history with our entry into e-business.
9 Starting this year, www.ford.com lets you select, finance and maintain your new

car or truck over the Internet. Much more than a website, www.ford.com

is now a showroom, a loan officer, a service contact and a closer tie to our Company
and dealerships. § The Internet is an extraordinary way to connect with customers. It

can provide dynamic information, customized service and a deeper, richer

relationship. And at Ford Motor Company, we want it to be one of the major ways
our customers experience our Company. § www.ford.com will help us establish rela-
tionships with an estimated 4 million new vehicle buyers in the U.S. this year. But even
more important, it will help strengthen and deepen our connection to the
people driving the estimated 45 million vehicles we already have on U.S. roads. If
you have one of our cars or trucks, old or new, www.ford.com will make your owner-

ship experience more personal, more valuable and a whole lot easier.




How to build a car in your living room.

Now, anywhere you can use a
computer, you can shop for a
Ford, Lincoln or Mercury vehicle.
You start at BuyerConnection,
where you can build the vehicle
of your dreams right on your

computer screen.

1. First, choose your brand.

2. Then pick a vehicle and a style.

3. Now look at it in different
colors.

4. Try out different options.

When you are satisfied,
BuyerConnection helps you find
a dealer in your neighborhood,
gets you a vehicle quote and helps
you apply for Ford Credit financ-
ing directly through the Internet.

During normal business
hours, your request for financing

can be approved within an hour.

Visit BuyerConnection by simply typing

in www.buyerconnection.com




How to visit your dealer in your pajamas.

Now that you've built your You can e-mail a request for a
vehicle, www.ford.com will help Quality Care Maintenance visit and
maintain it. And there’s no reason irll even draw you a customized
to even get dressed. map to the dealership.
DealerConnection will be Visic vour dealer on-ling
introduced throughout 1999. dhrough the s ford.cons home page by

. . . clicking on Find a Dealer.
DealerConnection websites will 7 W

keep you in touch with your dealer.

Click right through to your
dealer’s website, find their hours
of operation and meet the

people who work there.




How to contactus at 3 a.m.

At any time of the day or night,
OwnerConnection is a powerful
resource for owners of Ford,
Lincoln and Mercury vehicles in
the U.S. Type in your Vehicle
Identification Number, and
dynamic web pages are instantly
customized for you and your
vehicle. You can get informarion
on Quality Care service for your
vehicle and peruse your owner’s
guide and warranty booklet.
You can even discover special
offers from companies like Herrz
that are just for owners. And
if you have any questions, e-mail
us at our Customer Assistance
Center and we will reply as
soon as possible.

It’'s customized one-on-one
customer service that makes
it fun, fast, easy and efficient
to do business with Ford
Motor Company. Register
today and get in the

driver’s seat.

Visit OwnerConnection by simply typing

In www.ownerconnection.com




How to buy a new Thunderbird
for under $35.

www.ford.com’s iCollection is the

place to shop for Ford Motor
Company clothing, collectibles
and gifts. Its secure, convenient
environment currently features
products from Ford, Lincoln,
Mercury, Mustang and Ford
Racing, including scale models
of your favorite vehicles. At
Ford Rotunda on-line, dealers
can shop and order anything
from brake lathes to lifts,
gerting their equipment more

conveniently and faster to

serve you better.

Visit iCollection by simply typing

in www.icollection.com

&




How to visit Tunisia before lunch.

Ford Motor Company is a global
company. And our website is
global, too. Not only can you
access it from anywhere on the
planet, it’s your doorway to Ford

See Ford around the world by
in ]50 countries. www.ford.com clickjng on Visit Ford World Wide from

lets you visit anywhere the www.ford.com home page.

from American Samoa

to Zimbabwe.



How to learn more.

www.ford.com is also a valuable
resource for investors. Shareholders
can e-mail questions, browse or
download quarterly and annual
reports, and order publications.
You can even purchase shares of
Ford common stock on-line
through the DirectSERVICE™
Investment and Stock Purchase
Program.

Get sharcholder information by simply typing
Visit www.ford.com today. in www.shareholder.ford.com

&

Www, for- com
P ford

Forp MOTOR CoMPANY  www.ford.com
LINCOLN  www.lincolnvehicles.com
MERCURY www.mercuryvehicles.com
FORD www.fordvehicles.com
MAZDA  www.mazdausa.com
JAGUAR  www.Jaguar.com
ASTON MARTIN  www.astonmartn.com
Forp CREDIT www.fordcredit.com
QuaLty CARE  www.qualirycareservice.com
HERTZ www.hertz.com
VISTEON  www.visteon.com
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