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Growing our Automotive-Related Businesses 

"Ford Credit has earned 

more JD. Power and 

Associates financing satis-

faction awards than any 

otherfinance company. . 

Ford Credit is making the 

finance and insurance 

process more customer 

fri end Iv. " . . 

Philippe Paillart 
President of Fo rd Financial Services G roup 

and Chairman and C hief Executive Officer 

of Ford C redit. He joined Ford in 
September 1998 from Standard Chartered 
Bank of London , where he was group 

executive director. Paillart worked \Vith 

Standard Chartered Bank and Citibank for 

14 years. Prio r ro thar. Paillart joined 

Renau lt in 1975 as the chief economist of 

the Renault group and a member of the 

group strategic planning comminee. O ther 

assignmems during his nine years at Renault 

inc/uded head of the Renault USA 

marketing group. 

~• A wholly owned 

- • subsidiary of Ford 

~ Moror Company, 

Ford Credit is the wor/d's largest 

auromotive finance company. 

With more than 8 million cus­

romers, Il,000 dealer parmers and 

15 ,600 employees, Ford Credit 

provides financial products and ser­

vices ro consumers in 36 countries 

around the wor/d. 

Ford Credit had a good year in 

1998 with earnings of $ 1.1 billion , 

up 5 percent from 1997. Ford 

C redit achieved several important 

milesrones, including record retai l 

share in North America, Europe 

and Latin America. 

Ford Credit has earned more 

J.D. Power and Associares financ­

ing satisfaction awards than any 

other finance company. 

Among Ford cusromers, those 

who finance or lease with Ford 

Credit in the U.s. have much high­

er loyalry ro both the dealer and 

the manufacturer than any other 

domestic captive. In addition , 

Ford Credit lessees report higher 

satisfaction with their finance 

provider - higher th an any bank, 

finance company or major captive. 

Ford Credit is making the 

finance and insurance process more 

cusromer friend ly. In its Business 

Center pilot program, Ford Credit 

places a Ford Credit manager in a 

dealership's fi nance and insurance 

department with the goal of grow­

ing the dealer's business through 

suonger cusromer relationships. 

Ford Credit has expanded its cur-

rent services by offering personal 

auro insurance ro Ford cusromers 

in selected markets. 

Ford Credit also helps Ford 

Moror Company expand by mov­

ing into new markets alongside 

Ford and providing dealer fin anc­

ing where Ford products are sold. 

Ford C red it serves dealers and 

cusromers ourside the Ford system 

through PRIMUS Auromotive 

Financial Services, which provides 

privare-label financing for Mazda, 

Jaguar and other manufacturers. 

PRIMUS operates in the Unired 

Srares, Canada, United Kingdom, 

Australia, lndia, lndonesia, 

Thailand, Spain, Germany and 

Italy. 

Fair/ane C redit, Ford Credit's 

special[), auromotive financing 

affiliate based in Colorado Springs, 

Colorado, recendy expanded into 

13 o ther states including 

California, Illinois and Tennessee. 

Fair/ane promises its cusromers a 

simple finan cing process, rate 

red ucrions after two years of on­

rime payments and help with 

rebuilding thei r credit. 

With reco rd receivables in 

Europe, Latin America and Nonh 

America , and suong market pene­

u ati on in Asia-Pacific, Ford 

C redit's initiatives helped grow the 

business ro new heights last year. In 

1999, Ford C redit has set a goal of 

growing its earnings by 10 percent. 



:·.W·:·"" visteon 

: ?~~~:<i~~; .. ~:> 
Visreon 

Automotive 

Systems is Ford 

Motor Company's vehicle systems 

and component manufacruring 

operation with annual sales of 

nearly $18 billion and over 73,600 

employees. Visreon has dedicated 

itself to the pursuit of significant 

growth opportunities in auto motive 

and non-auto motive markets by 

focusing on making its customers 

successful. Visreon seeks to become 

the world's leading full-service auto­

motive sysrems supplier. 

Prior to the launch ofVisreon, 

the bulk of the pans business was 

almost exclusively with Ford Motor 

Company - more th an 90 percent 

in fact. As part of its growth 

srrategy, Visteon has sought to 

expand its supply relationships with 

non-Ford customers around the 

world. The goal is to grow 

Visreon's non-Ford business to 

more th an 20 percent of the rev­

enue base. And ifVisreon's 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. 

Forry-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 

targered 20-plus percent non-Ford 

business and 5 percent afrer-tax 

rerurn on sales. 

Visteon's srraregy 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, Visreon 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 rechnologies in non-auto­

motive sectors to complement its 

top-line growth objectives. 

Visreon's prospects are bright 

with a number of exciting new 

products in the pipeline. 

lntroduced at the Birmingham 

(U.K.) Auto Show, the Jaguar 

S-Type was equipped with 

Visreon's Voice Recognition 

Sysrem allowing customers to 

control audio, c1imare and cellular 

functions without touching a 

bunon or taking their eyes off the 

road. And in the near future , the 

NavMare navigation system and 

the Rear Seat Entertainment 

system are rwo new products that 

will enhance the vehicle operating 

experience and ensure that OEMs 

seeking to provide product differ­

entiation and value will look to 

Visteon for rechnology 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 sysrem and 

component supplier. 

"Visteon has dedicated itse(!" 

to the pursuit of sign{fÎcant 

growth opportunities in 

automotive and nOI1-

automotive markets br 

focusing on making its 

customers successful." 

Craig Muhlltauser 
President . Visteon Automotive Systems - a 

positio n he has held sinee January 1. 1999. 

Muhlhauser jo ined Visteon in September 

1997 as vice president of G lobal Marketing, 

Sales and Service. Before joining Visteon, 

he held pos itio ns with Fo rd Automotive 

Products O perati ons. General Electric, 

Lucas Aerospace, ASEA Brown Boveri 

and UT Cl Pratt & W hitney. 
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Growing our Automotive-Related Businesses 
(continued) 

"Hert:: is one of the most 

respected brands in the 

\l'or/d. . .. We look fa nl'O rd 

f() J 999 being our eighth 

c()llsecuti\ 'e year of 

increased earnings." 

Frallk A . O/SOII 
Chairman & C hief Executive O fficer. The 

Hertz Corpo rati on. a pos ition he has held 

sinet 1980. W hi1 e Hem was owned br RCA 

Corporarion. he \Vas Group Executi ve Vice 

President of RCA responsible for c.I.T. 
Fina ncial Corporarion. RCA Records. 

Banquet Foods. O riel Foods G roup , and 

Coronet Industries in additi on tO his duties 

a; chairman of Hertz. During the period 

Hertz was o\Vned by UAL. Ine .. Mr. Oison 

\Vas Pres ident and C EO of United Airlines 

and C hairman and C EO of AJ legis 

Corporation in addi tion tO being C hairman 

of Hertz. Mr. O Ison is a directOr of 

T he Hertz Corporation . Amerada Hess 

Corporation. BectOn Dickinson and 
Company. and Fund American Enterprises 

Hold in gs . Ine. 

! : j-.:1~ Hem is one 
U~ of rhe mosr 

respected brands in the world. 

From rhe beginning, Hertz has 

built its business on five basic 

teners: to trear the customer hon­

esrly and ethically; to treat employ­

ees wirh the dignity and respect 

wirh which we expect them to treat 

the customer; to provide the high­

esr level of customer service and 

quality of vehicles, and to differen­

riare ourselves rhrough innovarion; 

to use profits and market share as 

the measure of how efficienrly we 

achieve these goals. For Hertz, rhe 

largest vehicle rental company in 

the world, rhese fundamentals con­

tinued to serve us weil in growing 

our business in 1998. Hertz Local 

Edition, our insurance replace­

ment, dealer and local-use car 

rental business, with locations in 

eighr srates in rhe United States, 

moved into new markets in 1998, 

including Las Vegas, Northern 

California, Oklahoma City and 

Tulsa. Hertz opened Truck and 

Van Rental operations ar Rent-A­

Car locations around the U.S., 

serving both rhe local business and 

the household use rental markets. 

Car Sales continued irs expansion 

with rwo new exciring and larger 

retail locations in Raleigh, North 

Carolina, and in Gilbert, Arizona, 

a convenienrly located suburb of 

Phoenix. At rhe same time, Hertz 

Equipment Rental Corporarion 

(HERC), already a leading con­

struction and industrial equipment 

rental company, showed dramaric 

growth during the past year 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 straregy. 

The efficiency of Hertz' efforts, 

as measured by its profirs, is also 

borne out in rhe fact rhar Hertz is 

rhe low-cosr producer and high­

quality provider in today's vehicle 

rental industry, a posirion rhat we 

are commined to maintain. 1998 

was our fifth consecutive year of 

record profits, and our seventh con­

secutive year of increased earnings. 

Going forward, Hertz has 

adopted a strategic plan to 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 posirion in Europe and 

exploiting opporruniries in orher 

international markers; by making 

specific acquisirions in rhe daily car 

rentai marker; by making further 

acquisitions in rhe domestic and 

international equipment rental 

market; and by seeking other acqui­

sitions and opporruniries where the 

global power of the Hertz brand can 

be leveraged to achieve profitable 

results. We look forward to 1999 

being our eighth consecutive year of 

increased earnings. 



Portfolio Approach to Managing the Business 

eD 
Automotive 

~ - , 

~ 

Visteon 

. .. :':. .... -... ~ .. ' 

Llliillt-

T 0 effectively manage and 

run an organization of 

Ford Motor Company's 

size, Ford management looks at the 

business both in total and as a port­

folio of four main businesses -

Automotive, Ford Credit, Visreon 

and Hertz - each having its own 

profitability and growth targets. 

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

tive advantage and improve asset 

efficiency. And while the four port­

folio businesses are and have been 

core elements of Ford Motor 

Company, this is by no means a 

closed portfolio; Ford maintains the 

1998* 
Revenue 
(Billions) 

$119 

19 

18 

4 

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 specifie business 

units. These smaller units can be 

analyzed and managed using the 

same high-growth/high-rerurn 

philosophies which help shape over­

ail business decisions. 

Business units assessed in this 

manner include product lines (vehi­

cie lines, components, financing 

products or rentaI packages), brands 

(Ford, Mercury, Lincoln, Mazda, 

Jaguar and Aston Martin for 

Automotive, PRIMUS for Ford 

Net ln corne 
(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 ratio, we are tar­

geting improved rerurns and higher 

growth. The portfolio approach is 

about understanding this, as weil as 

leveraging the key business activities 

thar are most important in deliver­

ing superior shareholder rerurns 

over time. 

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

Ford Automotive Operations 
• Established 1903 
• Public offering of stock in 1956 
• World's largest manufac turer of 

trucks and 2nd largest manufacturer 
of cars and trucks 

• Operations in 38 countries 
• 105 Plants 
• 23 1,200 employees 
• 15,800 dealers in more than 

200 markets 
• Major brands/business units: Ford, 

Mercury, Lincoln , Jaguar, Aston 
Martin , Mazda (Ford owns 33%); 
Volvo Cars acquistion pending 

Ford Credit 

• Established 1959 
• World 's largest auto motive financing 

company 
• Consumer financing in 36 countries 
• 290 locarions worldwide 
• 15,600 employees 
• More than 8 million customers 

• Key competitors: BMW, Daimler 
Chrys ler, Fiat, General Motors, 
Honda, Nissan , Toyota, Volkswagen 

• Major customers: H ertz, Hewlerr­
Packard , GE, Merck, Budget Rent-A­
Car, other commercial accounts and 
millions of individuals 

• 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 

Visteon Visteon Automotive Systems 
~ .. ' 
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• Launched as Visteon in 1997 
• Operations in 2 1 countries 
• 50 wholly-owned plants, 10 consoli­

dated JV plants and 18 unconsolidar­
ed JV plants 

• 37 sales, engineering and rechnical 
offices 

• 73,600 employees 
• Major business unirs: C hass is 

Systems, Climate Control Systems, 
Electronics Systems, Exterior 
Systems, Interior Systems, Glass 
Systems, Powertrain Control Systems 

Hertz (NYSE: HRZ) 
• Established 191 8; Ford ownership 

since 1987 
• World's largest car, truck and 

equipment rentai and leasing 
com pany 

• Operations in more rhan 140 
countnes 

• 6, 100 locations worldwide 
• 24,800 employees 
• 30 million rentais 
• Major brands/business units: Hertz, 

Hertz Equipment Rentai 
Corporation , Hertz Lacal Edition, 

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

• Major customers: Vehicle 
manufacturers , automorive 
components suppliers, automotive 
aftermarket suppliers, and various 
non-auto motive companies 

Hertz Car Sales, Hertz Car Leasing, 
Hertz Claim Management, H ertz 
Technologies 

• Key competitors: AJamo, Avis , 
Budget, Enterprise, Europcar, 
National 

• Major customers: Commercial 
accounts, including numerous 
Fortune 500 companies, as weil as 
millions of individual customers 

1998 Operating Highlights 

• 89% tOtal return to shareholders: top 
quartile of the S&P 500 for 2nd year 
ln a ro,"\' 

• Complered spin-off of The Associares 
• Increased quarte rly dividend from 

42c to 46c per share 
• Complered Il th consecutive quarter 

of improved profirs compared wirh 
pnor year 

• Record yea r-end auromotive cash 
of $23.8 billion 

• Improved worldwide auromorive 
return on sales ro 4.0% (besr since 
1988) 

• Continued progress on business 
Structure and producr mix 

• 6.8 million vehicles sold worldwide 
• Reduced roral cosrs (ar constant 

volume and mix) by $2.2 billion 

• Record 2.8 million new contracts in 
North America 

• Record receivables in North America 
and rerail and wholesale financing 
marker share 

• Record profits, receivables and retail 
share in Europe 

• Record profits , receivables and retail 
share in Latin America 

• Sales - $ 17.8 billion 
• Ner income - $7 12 million 
• 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 

• Record earnings 
• 7th consecutive year of record 

revenues 
• 7th consecutive year of increased 

earnmgs 



1998 Business Mix 

Revenues 

3% 
AllOther 

Net Finance Receivables 

Revenues 

9% 
Non-Ford 

Revenues 

16% 
Europe 

Competitive Strengths 

• Worldwide truck leadership 
• Total COSt management 
• Global product development 

capability and distribution network 
• Global platforms/great brands 
• Strong union relations 
• Strong balance sheet 
• Highest u.s. customer loyalty 
• J .O. Power & Assoc. Chmn's. Award­

Ford/UAW-Ford for cooperation in 
vehicle quality improvement 

• ].0. Power lnit. Quai. Study - Ford 
Escort: best compact car; Ford 
Expedition: best full-size SUV; and 
Lincoln Navigator: bes t luxuty SUV 

• J.O. Power lnit. Q ual. Srudy N.A. 
Plant Quality Awards - Gold: 
StThomas; Si lver: Chicago Assembly; 
Bronze: Michigan Truck 

• Ford C redit has won more J.O . 
Power & Assoc. awards for 
automotive financing than any other 
finance provider, including the Dealer 
Financing Satisfaction award for fl oor 
planning in 1998 

• Ford Credit and PRIMUS have the 
highest retail credit dealer satisfaction 
ratings of any captives in the U.S., 
according to J.O. Power & 
Assoc. 

• Ford C redit is automotive captive 
finance market share leader in the 
U.S. according to R.L. Polk Market 
Research 

• Comprehensive vehicle systems 
knowledge and integration capabi li ty 

• Leading-edge automotive 
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 J .O. Power and Associates 
1998 Audio Quality ReportSM 

• lndustry leader 
• Seamless global service 
• Hertz # 1 Club Gold - the premier 

expedited service worldwide 
• H ertz computerized Driving 

Directions and NeverLost navigation 
system 

• Hertz Return Centers 
• Worldwide quali ty leader; highest 

ranked car rentai company in 
customer satisfaction 

1999 Priorities and Milestones 

Operating Priorities: 
• Q ualitv & Trust 
• Profitability & Business Strucru re 
• Consumer Focus & Growth 
• Major Process Improvements 
• Teamwork & Corporate Cultu re 

Financial Milestones: 
• North America: 5%+ return on sales 
• Europe: Earnings Growth 
• South America: lmprove Operati ng 

Results 
• Total Com: down S 1.0 billion from 

1998 (at constant volume and mix) 
• Capital spending: $8 .5 bi llion (incl . 

capitalized software) 

Operating Priorities: 
• Pursue profitable growth worldwide 
• Maintain industry-Ieading customer 

foc us 
• lncrease capital and operating 

efficiency 
• Increase focus on diversity 
• Improve return on equi ty 

Financial Milestone: 
• Grow earnings 10% 

Operating Priorities: 
• Grow non-Ford sales from 9% to 

more than 20% of total 
• Complete implementation of lean 

enterprise worldwide 
• Achieve 5% return on sales 
• Expand full service systems and 

module capability 

Financial Milestones: 
• Earnings growth 
• $2 billion of new forward-year 

business contracts 

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 (8 th consecutive 

year of increased earnings) 
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1999 North American International Auto Show - Ford Display 

Tht' 11('11 Ford .I!oror COII/paill' aUf{) .l'hall' exhihil illco/ï)() /"(I/es highll' illili, 'iduali::ed clisplal" areasfàr Ford. Ma::da. Lillcolll. MerclIIT, Jaguar allrl 

,·hlUII .1 la l'lill /)/Vducl.I' ill ()//(' celllrallocalioll. "ï lh II/or(' Ihall <)(),()()() square/I.'el o(displm' ~paCl.', il hoasls a hridgl.' Ihl.' si::(' o(afoolhallfield. a 

35()-,\eal Ihmler alld IllY) e!e\'(/lOrs. Th(' ('xhihil Il '1/.1' C/'('(/ll.'d i/1 SUppOI'l o( Ford MOllir CO/II/HI/Il' \- illilia/in' 10 \'i.l'ual"· diffi'r('lIIiat(' aI/{l all/fJli(i ' 

,'ach 01 ilS ullique hralldl. 
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Board of Directors at the Auto Show 

"" Edsel Ford, Marie-Josée KrUl'is, Jac IYasser and Bill Ford 

John Thomton and //'1' Hockaday 

•.•. ... .. • ~ ,~. / ' ~ '~r 
J . -' i . 

" ~ , " 

, t ~ " --' :: .- . 
, .. 

lVilliam Clay Ford and Jac !\'asser 

Jac ,,,'asser and Bill Ford 

Homer Sea/, Ellen ,11arram, //'1' Hockaday and Bill Ford 

Carl Reicl/{/rdt. William Clay Fort! and Mike Dingmal/ 

DilI' Bo({rd o(DireclOrs eXfieriel/ced CIISfOII/er reacTiol/ [() Th e I/ell ' exhihitjirsTlliIl/d ,1/ fh" /<I(N \'IJl'lh ,III/cri( ({II /1I1t'J'I/UIIIJIlU/ 

.iIlTO Sholl' ill D efroif , Dllrill!!. Theil' \ 'isif, fheT re\'iell 'c" fhe o/làil1g,l' ojcach of fhc cOlllfialn'.\ ,\1.\ 1>/'(/11'" ill wldill()l1 fI> Ill'II' 

COI1Ce/1I \'ehic/c,l, il1c1l1dil1g fhc Ford Thlll1derhirr/. Lil1coll/ B/({ck\l'(lOd al1d (lin ') ,1/('rCIIIT, !Joar" 111('111""1'.1 a/III l 'il ' II 'l'cl a 

II/llltill/ cdia jJrCS('I1{(Jfiol1 highlighfil1g Ford '\ / 0101' COII/pwn' \'eh ic/es al1d f('chl1%g\' III fh(' (!JI/I/U\, '1 Trl/l'fll/,Id Thl"lfl 'I, 
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Board of Directors (continued) 
(As of March 1.1999) 

Michael D. Dingman 2,4,5 
Michael D . Dingman, 67, is presidem and 

chief executive officer of Shipsron Group, 

Lrd ., a diversifl ed imernarional holding com­

pany. In addirion, he is rhe former chairman 

and currem board member of Fisher 

Sciemiflc Imernarional, a leader in serving 

science, providing prod ucrs and services ro 

resea rch, healrh care, industry, educarion and 

governmems worldwide. M r. Dingman 

joined Ford 's board in 198 1. 

Edsel B. Ford II 4, 5 
Edsel B. Ford Il , 50, is a rerired vice presi­

dem of Ford Moro r Company, and presidem 

and chief operaring officer of Ford Credi t. 

He joined Ford in 1974 and was elecred ro 

irs board of d irecrors in 1988. Mr. Ford 

held numerous posirions in rhe company's 

Ford and Lincoln Mercury divisions, and 

served in an imernarional assignmem before 

being named ro his Ford C redir posr in 

1991. M r. Ford presently is a consulram ro 

rhe company and serves as chairman of irs 

Cemennial Comminee and Ford C redir's 

Cusromer Advocare Comminee and a 

member of rhe Corporare C irizenship 

Advisory Board. 

William Clay Ford 4, 5 
W illiam C lay Fo rd, 74, is rerired chairman 

of Ford 's Finance Comminee and owner and 

presidem of The Detroir Lions, Ine. He was 

elecred a Ford direcror in 1948 and began 

his employmem wirh rhe company in 1949. 

T hroughour his career ar Ford he held 

numerous execurive posirions and in 1978 

became chairman of rhe board 's Execurive 

Comminee and was named a member of rhe 

O ffi ce of rhe C hief Executive. In 1980, M r. 

Ford was elecred vice chairman of rhe board 

and in 1987 he was elecred chairman of rhe 

Finance Comminee. Mr. Ford rerired as vice 

chairman in 1989 and as chairman 

of rhe Finance Comminee in 1995 . 

William Clay Ford, Jr. 3,4,5 
Will iam Clay Ford , J r., 4 1, is chairman 

of rhe Board of Direcrors and several of 

irs comminees. He also is vice chairman of 

The Derroir Lions, Inc. M r. Ford began 

his employmem wirh rhe company in 1979 

and was elecred a company direcror in 

1988. He held a number of managemem 

posirions ar Ford, including imernarional 

ass ignmems, before being elecred vice presi­

dem , Commercial Truck Vehicle Cemer 

in 1994. Mr. Ford held rhar posirion 

umil 1995. In 1995, he was named chair­

man of rhe board 's Finance Comminee. He 

was named chairman of rhe board's 

Enviro nmemal and Publ ic Policy Commi nee 

in 1997, and became chairman of rhe Board 

of Direcrors and of rhe O rganizarion Review 

and Nominaring comminee January 1, 1999. 

lrvine O. Hockaday, Jr. 1,5 
Irvine O. Hockaday, Jr., 62 , is presidem and 

chief execurive officer of Hallmark Cards. 

Inc. He joined Hallmark in 1983 as irs exec­

urive vice presidem and was named ro his 

currem posr in 1986. He was elecred a 

H all mark direcror in 1978. He was elecred 

a Fo rd direcror in 1987. 

Marie-Josée Kravis 4, 5 
Ma rie-josée Kravis, 49, is a senior fellow of 

rhe Hudson Insriture Inc., a posirion she has 

held since 1994 . Prior ro rhar and since 

1978, she served as rhe execurive direcror of 

rhe Hudson Insrirute of Canada. From 1973 

ro 1976, she was an economisr wirh rhe 

Hudson Insriture (USA) . Ms. Kravis joined 

rhe Ford board of direcrors in 1995. 

Ellen R. Marram 1,3,5 
Ellen R. Marram, 52, is fo rmer presidem 

and chief execuri ve offi cer of The Tropicana 

Beverage Group. Prior ro rhar, she se rved as 

presidem of rhe Seagram Beverage Group. 

Ms. Marram previously se rved as senior vice 

presidem of rhe Nabisco Foods Group and 

presidem and CEO of Nabisco Biscuir 

Company for fl ve years. She was president 

of rhe Nabisco Grocery Division fro m 1987 

ro 1988. Ms. Marram was elecred a Ford 

direcror in 1988. 

Jacques A. Nasser 4, 5 
Jacq ues A. Nasser, 51, was named pres ident 
and ch'ief execurive offi cer of rhe company on 

January 1, 1999. Prior ro rhar, Mr. Nasser 

was execurive vice pres idem , presidem-Ford 

Auro morive O perarions. Before heading 

Ford Auromorive O perari ons, he was group 

vice president-Producr Development fro m 

1994- 1996. He was elecred a company vice 

pres idem in 1993 as rhe chairman of Ford of 

Europe. From 1990 ro 1993, he served as 

pres idem Ford of Australia. He held a nu m­

ber of other global pos itions in As ia- Paciflc 

and South America since joining the compa­

ny in 1968. 

Homer A. Neal 1,3,5 
Homer A. Nea!. 56. is direcror. Un iversity of 

Michigan ATLAS ProjèCl. professor of 

ph)'s ics and interim pres ident emerirus of 

the universiry. He? j()in~d the.' uni\'ers iry a~ 
chai rman of its ph" sics deparrment in 1 <)1;­

and in 1993 was named "ice pres ident for 

research. Dr. Nea l is a fo rmer member. US 

National Sc ience Board: membe r. Oak 

Ridge Nationa l Laboratorv Advisory Board: 

and trustee, Center fcx Strategic and 

International Studies. He joined Ford's 

board in 1997. 

Carl E. Reichardt 2, 4, 5 
Ca rl E. Reichardt. 6-. is rerired chairma n 

and chief executive offl ce r of Wells Fargo & 
Company. He joined Wells Fargo in 1970 

and was e!ecred president in 1978 and chief 

operating officer in 1981. He served as 

chairman and chief execurive fro m 1983 

umil his retirement in 1994. Mr. Reichardt 

was elecred a Ford direcror in 1986. 

John L. Thornton 1, 5 
j ohn L. T horn ron . 45. is co-chief operaring 

officer of Gold man Sachs Group LP. He is 

also a member of rhe flrm's board of direc­

rors and irs managemem comminee. He 

was chairman of Goldman Sachs Asia fro m 

1996- 1998 and served previously as co-chief 

execurive office r of Go ldman Sachs 

Imernarional, rhe flrm's business in Eu rope, 

rhe M iddle Easr and Africa. M r. Thornron 

joined Goldman Sachs in 1980 and was 

named a pa rrner in 1988. He was clected 

ro rhe Ford boa rd of d irecrors in 1996. 

Committee Membership: 
1 Audit 
2 Compensation and Option 
3 Environmental and Public Policy 
4 Finance 
5 Organization Review and 

Nominating 



Tribute to Alex Trotman 

A lex Trotr~an. ,:"as Ford's 
pragmanc vlslOnary. 

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 to a skepti­
cal journalist that Ford's leaders 
knew their products. 

ln 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 royalty 
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. "It's the 
power of dedicated people, great 
teamwork and determination to be 
the best - that's what drives 
progress." 

Born in Middlesex, England, 
and raised in Scotland, Trotman 
joined Ford in 1955 after serving as 
a navigator in the Royal Air Force. 
"What 1 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 l'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. AErer par­
ticipating in the consolidation of 
independent operations in Britain 
and Germany into Ford of Europe 
in the 1960's, he foresaw a global 
future. 

He wrote a proposal on global 
consolidation which, while not 
implemented, would prove prophet­
ie. Ir advocated many of the renets 

that would be incorporated in 
Ford's global resrrucruring of the 
mid-1990s - what became known 
as Ford 2000. 

At that time, company policy 
discouraged transfers from interna­
tional operations to the United 
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 to a 
series of increasingly responsible 
jobs around the world, in Ford Asia­
Pacific, Ford of Europe and North 
American Automotive Operations. 

Elecred to the Board of 
Directors on January 1, 1993, he 
was named Chairman of the Board 
and Chief Executive Officer on 
November 1, 1993. His goal: 
Increase the loyalty of employees, 
customers and shareholders. To 
achieve that, he initiated Ford 2000, 
restrucruring 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 rerurns averaged 
27.4 percent per year during the 
same period. 

"Ir was a tremendous privilege 
to be the leader at Ford for the last 
five years," Trotman says. 'Tm 
extremely proud of the efforts of ail 
employees and what they have 
achieved. l'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 PLe. ln 1996, 
he was knighted by the Queen, and 
he was created a Life Peer in 1999. 

"Now J have done 

a good day 5 wor/\. 

YOli peers continue 

this united league." 

-William Shakespeare, referred 
fa as "Bill Shakespeare, Business 
Consultant," by Alex Trofman 
and oflen quoted by hùn fa 
make a point or inspire a feam. 

Alex Tra/man 
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Company Officers 
(As ofMarch l, 1999) 

PRESIDENT AND CHIEF 
EXECUTIVE OFFICER 

Jacques A. Nasser** 

VICE CHAIRMEN 

W. Wayne Booker 
W Wayne Booker, 64 , is a vice chai rman 

of Ford and on January l , 1999 assumed 

responsibili ry for assisting with the transition 

tO the new management team, especially in 

new markets and business development in 

growth markets. Previously, ML 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, 60, is vice chairman and 

chief of staff responsible for Government 

Mairs, Human Resources, the Office of the 

General Counsel and Public Mairs, a posi­

tion he assumed on January l , 1999. He 

became executive vice president, Corporate 

Relations, in 1993. Prior tO mat, he was 

vice president, Corporate Relations and 

Diversified Businesses since 1990. 

ML 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 aUlol11obile 
fo r people who appreciale a (ineh' 
crafied balance berween lux~n ' ;nd 
performance. The al/-ne\\' LSplalform 
is designed H'ilh innova/ive 
lechnologl' and Ihe 
latest safelyfealUres 
inciuding Font-seal 
side air bags. 

EXECUTIVE V1CE 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 . O n January 1. 1999, he 

also assumed responsibili ry for Visteon 

AutOmotive Systems, H ertz 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 AutOmotive 

O perations since 1996. Prior tO mat, he 

served in a variery of purchasing and pro­

curement positions, including posts in Brazil 

and Spain. He joined Ford in 1972. 

James J. Padilla 
James J . Padilla, 52, is group vice president -

Manufacturing. He assumed mis position 

on January 1, 1999. Previously, Padilla was 

vice president of Ford MotOr Company and 
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 Quai i ty, 

a position he has held since Jan uary 1, 1998. 

Prior tO rhis appointment, he was vice presi­

dent of the Small and Medium Car Vehicle 

Center, a position he held since Mav 1994 

ML Parry-Jones joined Ford's Eu ro~ean . 

Product Development Group in 1969 as an 

apprentice, and upon graduati ng, held a vari­

ery of positions in product planning and 

engineering including international assign­

n1enrs. 

Robert L. Rewey 
Robert L. Rewey, 60 , is group vice president 

- Marketing, Sales and Service, a posirion he 

has held since 1994. Previously, he was 

group vice president - Marketing and Sales, 

North American AutOmorive O pera rions 

(NMOl since December 1993 and vice pres­

ident - Marketi ng and Sales Operations, 

NMO, 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 O perations and 

Associarions, a posirion he has held since 

January 1999. Prior tO rhis, 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 execurive vice president of 

M azda. H e joined Ford MotOr Company 

in 197 1 and progressed rhrough a number 

of management pos itions in Ford's European, 

North American and Latin American 

operations. 



Company Officers (continued) 
(As ofMarch 1, 1999) 

VICE PRESIDENTS 

Gurminder S. Bedi 

Truck Vehicle Cenrer 

William W. Boddie 

Small and Medium Car Vehicle Cenrer 

Mei Wei Cheng 
Presidenr, 
Ford Moror (China) Lrd. 

William J. Cosgrove 
Business and Producr Srraregy 

James D. Donaldson 
Presidenr, 

Ford of Europe, Ine. 

Wayne S. Doran 
Chairman, 
Ford Moror Land Developmenr 
Corporation 

Louise Goeser 

Qualiey 

Ronald E. Goldsberry 
Global Service Business Srraregy 

Elliott S. Hall 

Dealer Developmenr 

Mark W Hutchins 

Presidenr, 
Lincoln and Mercury 

1. Martin Inglis 

Presidenr, 
Ford South American Operations 

Michael D. Jordan 

Ford Cusromer Service Division 

Kenneth K. Kohrs 

Vaughn A. Koshkarian 

Public Affairs 

Robert O. Kramer 

Roman J. Krygier 
Powerrrain Operarions 

Malcolm S. Macdonald 
Treasurer 

J Mays 
Design 

James E. Miller 

Craig H. Muhlhauser 
Presidenr, 

Visreon Auromorive Sysrems 

Janet G. Mullins 

Washingron Affairs 

David L. Murphy 
Human Resources 

James G. O'Connor 
Presidenr, 
Ford Division 

Helen O . Perrauskas 

Environmenral and Safeey Engineering 

William F. Powers 

Research 

Neil W. Ressler 

ChiefTechnical Officer, 
Research and Vehicle Technology 

John M. Rinramaki 
General Counse! and Secretary 

Ross H. Roberts 
Presidenr, Ford Invesrmenr Enrerprises 

Corporarion 

Dennis E. Ross 

Chief Tax Officer 

Shamel T. Rushwin 

Advanced Manufacruring Engineering 

William A. Swift 

Conrroller 

Chris P. Theodore 

Large and Luxury Car Vehicle Cenrer 

David W Thursfield 

Vehicle Operations 

Robert J. Womac 
Execurive Vice Presidenr, Operations, 
Visteon Auromotive Systems 

Martin B. Zimmerman 

Governmenral Affairs 

Rolf Zimmermann 
Chairman, 
Ford Werke AG 

TlU! 1999 Ford !III/slang conlinl/es 
ils 35-.1w /r lradilion o(exelllpliji·ing 
Ihc I/ lritnOlc 1I11-Alllericon SpOrlS C(ll : 

lJ"ilh Il ne\\· design and cnhanced 
pcr(àrl/wncc. il eXl/desji·cc-spiriled 
confidence. Th e look is slrong and 
conrelllpO/wT \\-hilc relllail/ing Ime 
(() MI/slang:' hcrirage. 
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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 Ihe clock and take the Pit Stop Challenge on a real race car. Experience 

a high-tech testing demonstration and discover how Ford makes your vehicle reliable and sale. Become the vehicle 

being built as you take a trip down the assembly line with sparks flying and the sounds and smells of manulacturing 

ail around you . Complete the experience with a hair-raising lap on Ihe 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 pa st and present come together through the vision of company lounder Henry Ford in 

the Spirit 01 Ford theater. 

For more information 
cali 313.31.SPIRIT (313.317.7474) or visit our Web site at 

www.spiritofford.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 

T his week, 1 wanr ro discuss the evolution of our 
strategic thinking, from Ford 2000 ro our presenr 
"Consumer Focus," and describe whar ir means ro 

be a consumer company. 
Ford 2000 was concerned with improving our efficiency 

and producriviry, as we merged mosr of our worldwide auro­
morive organizarions inro one global enrerprise. In rhe nexr 
stage, which involved the Business Leadership Implemenration, 
we encouraged everyone ro rhink and acr like owners by learn­
ing and reaching sound business acumen principles. We dis­
cussed the importance of focusing the business on shareholder 
va lue and ways ro become more enrrepreneurial in our think­
ing. T he next stage in Ford's transformation - which is the 
focus of rhe Spirir of Ford cascades rhis monrh - will take us 
from a leading global auromotive manufac turer ro a leading 
consumer company. 

What is a consumer company? Jt's an enrerprise rhat is con­
rinuously gathering unfiltered consumer insights worldwide ro: 

• Connecr with currenr and potenrial cusromers and 
anricipate their presenr and future needs; 

• Translare consumer needs inro a competitive advanrage, 
using fas t cycle time and generation of breakrh rough 
products and services; 

• Focus on building sustained relarionships; 
• Effecrively manage a portfolio of brands; and 
• Conrinuously grow shareholder value 

Top consumer companies share ren major characteristics: 

1) TOTAL CUSTOMER EXPERIENCE - Leading 
consumer companies do not focus just on rhe producr or serv­
ice, bur on every poinr of contact with rhe consumer. Disney, 
for example, focuses acutely on borh currenr and future prod­
uers and services ro ensure that each reinforces rhe Disney 
magic. Unfiltered cusromer insighr is a key ro Disney's success. 
Hertz a1so possesses a visceral undersranding of the needs of the 
time-srarved business traveler and has rranslated them inro rhe 
Hertz # 1 Club Gold card and rhe faciliries and services rhat go 
wi th it. 

2) PRODUCT 'HITS' - The successfullaunch of new 
products people love, but did nor know rhey wanred. The 
focus is on consumers' lifesryles and anricipating their futu re 
needs. At Ford , our Truck Vehicle Cenrer has developed a cul­
ture thar applies candid feedback received from clinics , focus 
groups and other research. The Truck VC focuses on "gerring 
ro know" targer cusromers and rhen do es whar ir rakes ro saris­
fY them. Recenr winners are the Ford Expedirion and Lincoln 
Navigaror which, respectively, redefined one segmenr and crear­
ed a new one almost overnight. 

3) CUSTOMER LOYALTY - C rearing inrense, sus­
rained relarionships over time. Often, loyalry is built by offer­
ing a choice of rewards, which allows rhe cusromer ro make a 
personal selection. American Express uses rhis rechnique by 
learning from rhe choices and using rhar information ro devel ­
op future rewards. While other credir cards invest ro take cus­
romers away from rheir competirors, American Express inves ts 
to build relarionships with its presenr cusromers. 

4) RETAILING AND DISTRIBUTION - The rerail­
er and rhe consumer company work rogerher ro bring murual 
benefir to one another. Procrer & GambIe, the leading pack­
aged goods firm, and Wal-Mart , rhe largesr retailer, share info r­
mation ro help each orher with logisrics, caregory managemenr 
and promotions. 

5) BRAND PROCESS - Coca-Cola has a process rhar 
takes marure brands and grows them further. Consisrencv is 
achieved through the brand name, advertising, packagi ng and 
even the promorions conducred wirh rhe borrlers. T he process 
is replicared in new markers and segmenrs. Jaguar also has a 
brand process characrerized by consisrenr nomencla tu re, adver­
rising, brochures and markering rhar has di ffe renriared Jaguar 
from rhe other brands in Ford 's portfo lio. 

6) LOGISTICS - C reating effi ciencies in procuremenr 
and distriburion ro produce rhe lowesr ro ral cosr ro consumers. 
FedEx cusromers may book and moniror cargo ro besr suir thei r 
needs. The cusromer is given more informarion and conrrol 
and logisrics are simplified. 

7) BUILD TO DEMAND - Despite rapid growth, 
Dell Compurer mainrains short lead rimes by markering ro 
consumers direcrly and a1lowing them ro configure rheir own 
sysrems. Dell is able ro make sugges tions over rhe Inrerner or 
relephone and has been able ro rweak these sugges rions based 
on the commodiries available. Lead rimes are reduced rh rough 
supplier communicarions , who are able ro keep their invenrories 
in D ell faciliries. 

B) CUSTOMER KNOWLEDGE SYSTEM -
Soliciting, reraining, and drawing insighrs from the cusromer 
base. FedEx surveys its cusromers several times annually, and 
the info rmation is shared with its enrire organizarion, not jusr 
markering. The findings are used ro improve cusromer service, 
pro more cross selling and build a comperir ive advanrage. 

9) E-COMMERCE - Inreracring, disrributing and sell­
ing direcrly online. Microsoft has produced many profitable 
online sub-businesses. Working wirh orher companies , 
Microsoft has been able ro leverage irs Microsoft Nerwork ro 
rap inro new businesses and ro creare char rooms ro inreracr 
direcrly with cusromers . 

10) GROWfH - 3M says 30 percenr of irs sa les are 
from producrs rhar were developed in rhe lasr four years, and 
rwo of every three products creare a11 -new categories. 3M boasrs 
a culture of creariviry, where 15 percenr of every employee's rime 
is dedicated ro developing new ideas. Ford 's Truck Vehicle 
Cenrer follows a similar srraregy: Dominare by execuring new 
ideas (Expedirion and Navigaro r) and inregrare new ideas wirh 
ex isring successes (F-Seri es). 

W hy is ir important ro become a leading consumer com­
pany? Connecring wirh consumers is the k~busin ess success. 
O ne measure ofrhis is how rhe marker ;;;:lues compani'es with a 
consumer focus. The median price-ro-earnings ratio for grear 
consumer companies is over 30; Ford's PIE is II . The connec­
rion berween a leading consumer company and shareholder 
value is ve ry clear. While rhere is much to do, rhere are already 
several successes within Ford : rhe Truck Vc, H ertz, Jaguar, for 
example. There are many more, and ail of rhem have many les­
sons ro reach. 1 am counting on ail of you, the owners and 
leaders of rhe business, ro help move us forward with a 
"Consumer Focus" second ro none. 

Recenrly, 1 modified my closing ro you, and l'm making 
anorher modification roday rhar reflects the dual but comple­
menrary objectives before us. 

Consumer-focused and shareholder-driven, 

Jac 
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Glossary of Terms 
AFVs 
Alternative Fuel Vehicles. Cars and trucks designed ro oper­
ate on a fuel other than gasoline. 

Auto Collection 
Ford 's new sales entities that are joinrly owned by Ford and its 
dealers, servicing large metro geographic areas. This structure 
combines cusromer-driven retai!, service and fac iliry processes 
ro create a rotai brand experience. 

Brand 
A product or service that delights cusromers, satisfYing both 
tangible needs and emotional des ires , and roday, consumers 
define brands, not manufacrurers. 

Consumer Focus 
T he theme of this year's Annual Report. The basis of every­
thing we do at Ford Moror Company. (See "Let's C hat" on 
page 29.) 

Derivative 
A product deri ved from or based on another product 
platfo rm. T he vehicles shown at the borrom of the page 
are ai l deri vatives of Ford's rough F-Series truck platform. 

DirectSERVl Cp~1 

An investment and srock purchase program of Fi rst C hicago 
Trust Com pany which permits invesrors ro purchase their first 
share of Ford srock direcrly through the program. New Ford 
invesrors can cal i 1-800-279- 1237 for detai ls. 

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

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

Fuel Cells 
A power source that generares electriciry fro m hydrogen and 
oxygen, producing water as the only reaction byproduct , 
thereby making it a true zero-emiss ion energy converter. 

ISO 
International Standards O rganization. This o rganization 
develops and issues worldwide standards fo r business and 
industry. T he acronym is used in conjunction with a number 
(e.g., ISO 9000) which identifies a specific set of standards. 
(ISO 9000 is the worldwide Q uali ry Systems standard; ISO 
1400 1 is the global environmental management standard. ) 

J.D. Power and Associates 
An international firm best known for its marketing info rma­
tion services in key business secrors, including market 
research , fo recasting, and cusromer satisfaction. The firm's 
qualiry and satisfaction measurements are based on responses 
fro m more than a million consumers annually. 

LEVIVLEV/ZEV 
Low-Emiss ion Vehicies/Ulrra-Low Emission Vehicles/Zero­
Emission Vehicles. These acronyms refer ro levels of vehicle 
emiss ions set by the U .S. government, with the Z EV standard 
being the most stringent . 

Milestones 
Financial o r operating targets establ ished early in the year 
which allow an assessmenr of progress. 

Platform 
A bas ic rolling chassis on which a num ber of vehicles can be 
builr . For example, Ford's F-Seri es platfo rm is used as the 
basis for ail the vehicles shown at the bottom of this page. 

Program Team 
A cross-fun ctional (e.g. marketing, manufac turing, engineer­
ing, des ign , fin ance, etc ) co-locared group of employees 
brought rogether ro plan, develop and execute a new vehicle 
program. 

Prototype 
Test or concept vehicle, usually hand-buil t , used ro develop 
and prove out a new product CO l}cept o r ro confi rm a new 
producr's des ign and manufac turing processes prior ro going 
in ro full production . 

Spin-off 
A fo rm of corporare d ivestiru re that results in a subsid iary o r 
d ivision becoming an independenr com pany. ln a trad itional 
spin-off, shares in the new company are distribured tO the 
parent corporation's shareholders on a pro- rata basis. 

TH!NK 
A two-passenger electric ciry car manufacrured by PIVCO 
Industries, a Norwegian company, in which Ford has 
purchased a majoriry interest. 

Total Cost Management 
Comprehensive Ford and supplier ream approach fo r 
managing rotai costs ro improve cusromer and shareholder 
value. Ir includes the evaluation of ail processes in the value 
chain from raw mate ri als ro end product, ro el iminate waste, 
improve quali ry and optimize the "value-added" of each 
proeess . 

Total Shareholder Return 
Share priee changes plus reinvestmenr of dividends for 
a defined period of time. 

Transformation 
Comprehensive reprocessing of our business ro achieve 
industry leadership in the 2 1 st century. C hange required 
ro move from a leading manufacruring company ro the 
world 's leading consumer company that provides 
auromotive products and services. 

Y2K 
W idely used abbreviation fo r the Year 2000. A1so , 
commonly used acronym for the problems that may be 
encountered in any date-sensitive computer hardware o r 
software that was designed usi ng a two-digit yea r date 
format. These computer systems may not properl y 
recognize dates afrer Oecember 3 1, 1999 , and therefore 
may perfo rm their tasks incorrecrly or fa il alrogether. 

Ford F-Series lIlIder 850() pOli/ iii C Ill" 1)lallànl/ mrialiolls - (fi"Ol1/ lefi ) Ford F- 150. Ford Expedilioll I/lld Lil/colll Na l 'igIllO/: 

11/ 1998. I/ /Ore lil I/ II a II/ i lliollllllils lI·ere sold./imll Ill is g lohal fi lm/àrll/ . O/1 C o/ llIree Ford g lolml p ll/ llimlls IIIIIl will sell II/orc 

11/(//1 il II/il/ioll , ,, ,i /.~ a ' ·CCll: 
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1998 FINANCIAL RESULTS 

Ford's 1998 financial highlights include record full-year earnings of $6.6 billion (excluding The Associates and 
one-time items), up 10% from 1997; automotive return on sales of 4.0%, up 1/10 point and our best return sin~ 

. ' ." 

1988; the mongest year-end balance sheet in our history with record cash of $23.8 billion; and record fourth qwirter ' ,~l-i 
earnings of $1 .7 billion (excluding The Associates and one-time items) - ,the Il th consecutive quarter of year~over-year ' .:, ~, 
improvement. . 

, ,. 
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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 action.s allowed us to delivëê"â ' ,.,:. ": _, . ~,) 
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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Management's Discussion and Analysis of 
Financial Condition and Results of Operations 

OVERVIEW 
Our worldwide net income was 

$22,07 1 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 net 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 
Out 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 a/so 
includes the following other one­
time charges tota/ing $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 
rransfer of our Batavia, 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 
Financia/ 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 $l.35 
per diluted share, compared with 
earnings (excluding The Associates) 
of $1,572 million, or $l.27 per 
diluted share, in 1997. 

Details of our Automotive 
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 sa/es volume, offset partia/ly 
by higher marketing costs. 

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

Fourth Quarter 

Net Income/(Loss) 

North American Automotive 

Automotive Outside North America 

- Europe 

- South America 

- Rest of World 

Total Automotive Outside North America 

Total Automotive Sector 

1996 

1997 

1998 

Total Company Net Incorne 
(in millions, excluding The Associates) 

The company's net income excluding The 
Associates was down 2% versus 1997. 
Excluding one-lime items, net income 
was $6,570 million (not shown). up 
10% over 1997 and a new record. 

1998 
O/(U) 

1998 1997 1997 
$1,047 $1,353 $(306) 

(74) 158 (232) 

(151) (71) (80) 

{2} {99} 97 

(227) (12) (215) 

$ 820 $1 ,341 $(521) 

Ford Worldwide Vehicle Unit Sales 
(in thousands) 

1996 6.653 

1997 6,947 

1998 6$23 

Worldwide vehicle unit sales were down 
2% from 1 997's record, but topped 
6 million units for the sixth consecutive 
year. 



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

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

Our 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 

Details 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 $1 19.1 billion, compared with 
$4,7 14 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 Auromotive sector declined 
$2.2 billion compared with 1997. 

Our Automotive sector 
earnings in North America were 
$4,6 12 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 Secror Earnings (in millions) 

Fourth Quarter 
Net Income/(Loss) 

Ford Credit 
Hertz 

Minority Interests, Eliminations, 
and Other (excluding 
The Associates) 

Financial Services (excluding 
The Associates) 

The Associates 
The Associates Minority Interest 

Total Financial Services Sector 

Memo: Ford's share of earnings in 
The Associates 
Hertz 

1998 1997 

$234 $218 
48 35 

(59) (22) 

223 231 

278 
(54) 

$223 $455 

$ $224 
39 28 

Table C: Full-Year Auromotive Sector Earnings (in millions) 

Full-Year 
Net Income/(Loss) 

North American Automotive 

Automotive Outside North America 
- Europe 
- South America 
- Rest of World 

Total Automotive Outside North America 

Total Automotive Sector 

1998 1997 
$4,612 $4,434 

193 
(226) 
173 
140 

$4,752 

273 
40 

(33) 
280 

$4,714 

Automotive Cost Change 
(m billions at volume and mix) 

down 

$2.9 

$2.2 

$3.0 

ln 1998, Ford achieved an additional $2.2 billion in total co st reductions 
in its worldwide automotive sector, making an unprecedented total 
reduction of $5 .2 billion in the last two years. 

1998 
O/(U) 
1997 

$ 16 
13 

(37) 

(8) 

(278) 
54 

$ (232) 

$ (224) 
11 

1996 
$2,255 

(291) 
(642) 
333 

(600) 

$1 ,655 
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charges, earnings were 
$4,975 million, up $4 16 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 li ne 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 

U.S . Market Share 

1996 25.2 "" 

1997 2:;.Ih , 

1998 24.6 ' .. 

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

Full-Year 
Net Income/(Loss) 

Ford Credit 
Hertz 
USL Capital 
One-Time Actions 
- Gain on Sale of Common Stock 

of The Associates and Hertz 
- Sale of USL Capital Assets 
- Budget Rent a Car Write-down 
Minority Interests, Eliminations, 
and Other 

Financial Services (excluding 
The Associates) 

The Associates 
The Associates Minority Interest 
Gain on the Spin-off of 
The Associates 

Total Financial Services Sector 

Memo: Ford's share of earnings in 
The Associates 
Hertz 

"Through March 12, 1998 

1998 
$ 1,084 

277 

(174) 

1,187 

220" 
(43) 

15,955 

$17,319 

$ 177" 
224 

Autornotive and Financial Services 
1998 Net Incorne 

Financial 
Services 

(in millions) 

Excluding The Associates. in 1998, 
80% of worldwide net income was eamed 
by the Automotive sector and 20% by the 
Financial Services sector versus 77% and 
23% respectively in 1997. 

Ford ranks second in 
the U.S. market with a 
combined car and truck 
market share of 24.6%, 
down slightly from 
1997 as a result of the 
discontinuation of low­
margin vehicle lines. 

European Market Share 

1996 Il.l! % 

1997 Il.4 ' .. 

1998 10.3 '}. 

1997 
$1 ,031 

202 

269 

(128) 

1,374 

1,032 
(200) 

$2,206 

$ 832 
168 

1996 
$1,441 

159 
191 

650 
95 

(233) 

(257) 

2,046 

857 
(1 12) 

$2,791 

$ 745 
159 

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 rhe resulr of lower volume and 
revenue resulring from weak 
economic condirions and charges 
we incurred for employee reducrions, 
offser parrially by lower cosrs. We 
reduced producrion in Brazil and 
Argenrina in rhe fourrh quarrer 
because of anricipared weaker 
demand in those markers 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 rhose unit sales was 
13.1% in 1998, down 1.2 
percenrage poinrs from a year ago. 
In rhe fourrh quarrer of 1998, our 
marker share in Brazil declined ro 
11.8%, down 5 percenrage poinrs. 
These declines in marker share 
reflecr new producr enrries from 
orher manufacrurers and an 
increasingly comperirive market. 

Our Visreon operarions, 
included in our Automorive secror, 
earned $712 million on revenues of 
$17,762 million in 1998, compared 
wirh $518 million on revenues of 
$17,220 million in 1997. This 
earnings improvemenr reflecrs 
primarily cosr reducrions and 
increased revenue. Visreon's aher-tax 
rerurn on sales in 1998 was 4.0%, 
up one percenrage point compared 
wirh rhe prior year. 

Financial Services Sector 
Earnings of our Financial 

Services secror consisr primarily of 
rwo segmenrs , Ford Credit and 
Hertz. In 1998, we spun-offThe 
Associares ro our shareholders, 
resulring in a $15,955 million gain 
ro Ford. For derails of rhe spin-off 
see Nore 15 (page 66) of our Nores 
ro Financial Staremenrs. 

Ford Credit's consolidated ner 
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, lower effecrive tax 
rares and higher financing volumes, 

Table E: Review of 1998 Financial Targets 

Automotive Sector 

• North America 
• Europe 
• South America 
• Total Costs 

• Capital Spending 

Full-Year 1996 Target 

5% return on sales 
Profitable 
Breakeven 
Down $1 billion from 1997 
(at constant volume and mix) 
Lower than 1997 

1998 Result 

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

$29 million lower 
• Visteon $1 .5 billion in new business 

Improve return on sales 
$2.3 billion in new business 
1 percentage point improvement 

Financial Services Sector 

• Ford Credit 
• Hertz 

Grow earnings 10%+ 
Record earnings 

Up5% 
Record 

offset parrially by lower ner 
financing margins and higher 
operating costs. Lower financing 
margins reflecr higher depreciation 
expense for leased vehicles as a resulr 
of lower-than-anricipared residual 
values. 

Earnings ar Herrz 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 rentai 
operarions. 

Review of 1998 Financial 
Targets 

We set and communicared rhe 
financial targets for 1998 shown in 
Table E . Our resulrs againsr those 
targets are also lisred. 

The Auromorive secror in South 
America did not meet irs rarger ro 
break even as a result of lower 
volume and revenue resulring from 
weak economic conditions and 
charges we incurred for employee 
reductions. Ford Credit's shorrfall ro 
achieve the target ro grow earnings 
by 10% reflected primarily the 
impact of lower-than-anricipated 
residual values. 

(Up $75 million from 1997) 

Brazilian Market Share 

1996 

1997 

1998 

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. 

1997 COMPARED 
WITH 1996 
Automotive Sector 

Our auromotive secror earnings 
in Norrh America were a record 
$4,434 million in 1997, up 
$2,179 million from 1996. The 
increase reflected higher margins 
from ongoing cost, qualiry and 
vehicle mix improvements. 
Adjusted for constant volume and 
mix, rotai Auromotive costs 
declined $3 billion in 1997. 
The afrer-rax rerurn on sales was 
5.1% in 1997, up 2.3 percenrage 
points from 1996. 
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The U.S. economy cominued 
on a path of strong growrh, low 
unemploymem and moderate 
inflation in 1997. ln 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 2/1 0 of a 
percemage poim from 1996. 

Our Automotive secror 
operations in Europe returned to 
profitability in 1997 with earnings 
of $273 million, compared with a 
loss of $291 million in 1996. The 
improvemem reflecred primarily 
lower operating costS (at constam 
volume and mix) , offset partially by 
lower volume. 

ln 1997, 15 million new cars 
and trucks were sold, compared 
with 14.3 million units in 1996. 
Ford's share was II.4%, down 4/1 0 
of a percemage poim from 1996. 

O ur 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) . ln 1997, 
1.9 million new cars and trucks 
were sold in Brazil (the largest 
market in South America) . Ford's 
share of those unit sales was 14.3% 
in 1997, up 4.3 perce mage poims 
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, 
resulred primarily from lower net 
financing margins, higher credit 
losses and loss reserve requiremems, 
and a higher effective tax rate; 
improved operating com and higher 
financing volumes were a partial 

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

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

Record earnings at Hertz 
reflecred cominued sttong 
performance in the U.S. car remal 
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 marketable 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. 

ln 1998, we spem $8.1 billion 
for capital goods, such as 
machinery, equipmem, 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 percemage poim from 
a year ago. 

At December 31, 1998, our 
Automotive secror had total debt of 
$9.8 billion. This amoum was 30% 
of our total capitalization (that is, 
the sum of our stockholders' equi ty 
and Automotive debt) at the end of 

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

Financial Services Sector 
The Associares spin-off 

primarily explains the declines 
discussed in this section. 

1996 

At December 31,1998, our 

Automotive Cash 
(În billIOns) 

$20.8 

$23.8 

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

1996 

1997 

1998 

Common Stock Dividends 
(in billions) 

s"" .. , $3.2 $5.3 T"," 

$2.60 $4.32 

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. 

Automotive Capital Spending 
billions) 

1996 $IU 

1997 

1998 

Automotive capita l spending decreased 
slightly in 1998, the fourth consecutive 
year of decline. 



Financial Services sector had cash 
and markerable securiries toraling 
$2.1 billion, down $1.7 billion 
from December 31,1997. 

Ner receivables and lease 
invesrmenrs were $132.6 billion 
ar December 31 , 1998, down 
$43 million ftom 
December 31,1997. 

Toral debr was $122.3 billion 
ar December 31,1998, down 
$37.8 billion from 
December 31, 1997. 

Oursranding commercial 
paper ar December 31, 1998 
toraled $46.2 billion ar Ford Credir, 
and $2.3 billion ar Hem, wirh an 
average remaining maruriry of 
30 days and 52 days, respecrively. 

For a discussion of rhe credir 
and orher financial support faciliries 
for our Auromotive and Financial 
Services sectors ar 
December 31, 1998, see Nore 9 
(page 61) of our Notes to Financial 
Sratemenrs. 

YEAR 2000 DATE 
CONVERSION 
General 

An issue affecring Ford and 
orhers is rhe inabiliry of many 
computer systems and applicarions 
to process rhe year 2000 and 
beyond ("Y2K"). To address rhis 
problem, in 1996, we iniriared a 
global Y2K program to manage 
Ford's overall Y2K compliance 
effort. As part of rhis program, we 
esrablished a global Cenrral 
Pro gram Office to coordinare our 
Y2K compliance efforts. We also 
have esrablished a Y2K Steering 
Commirree comprised of senior 
execurives to address compliance 
issues. Ford's Y2K program has 
been cerrified by rhe Informarion 
Technology Associarion of America 
as meering irs Y2K besr pracrices 
srandards. 

State of Readiness 
We achieved all compliance 

objecrives thar we ser for ourselves 
for 1998, including inrerim 1998 
objecrives. We expecr to complete 
mosr of the remaining remediarion 

efforts by rhe end of June 1999, 
wirh rhe resr complered in rhe rhird 
quarrer of 1999. We have idenrified 
rhe following ren disrincr areas for 
Ford's Y2K compliance efforts: 

Business Computer Systems: 
These include compurer sysrems 
and applicarions relaring to 
opera rions such as financial 
reporring, human resources, 
manufacruring, markering and sales 
(including vehicle ordering), producr 
engineering and design, purchasing 
and rreasury. In 1 997, we 
implemenred a compliance plan 
focused on crirical systems. By year­
end 1998, all crirical sysrems had 
been repaired, tested, independendy 
verified and implemenred inro a 
producrion environmenr. In 
addirion, we iniriared an enrerprise 
tesr plan for all key business 
processes in November 1998. As 
of February 28, 1999, 86% of all 
business compurer systems were 
Y2K complianr. 

Plant FLoor Equipment: We 
have implemenred a process to assess 
equipmenr and machinery in our 
180 manufacruring and assembly 
planrs and parts warehouse faciliries. 
We have implemenred srrategies to 
repair, replace, or develop 
conringency plans for all non­
complianr hardware and software. 
As of February 28, 1999, 92% of 
our planr floor sysrems were Y2K 
complianr, and 85% of rhose systems 
rhar are crirical were Y2K complianr. 

Suppfiers: Ford has deployed, in 
conjuncrion wirh an industry {fade 
associarion (rhe Automorive Indusrry 
Acrion Group), a process to pursue a 
common Y2K compliance approach 
wirh rhe automorive supply indusrry 
in Norrh America. Similar acrions 
are underway in Europe and rhe resr 
of rhe world. Y2K awareness and 
educarional sessions have been made 
available to firsr, second and rhird­
rier suppliers. Ford does business 
wirh approximately 5,000 vehicle 
producrion and critical non­
production suppliers. We have 
asked each of rhese suppliers to 
respond to a Y2K compliance 
quesrionnaire, and a majoriry of 
rhem have do ne so. Based on rhese 

responses, rhe criticalir}' of rhe 
producr or service being supplied 
and orher factors , during 1999 we 
will selecrively audir Y2K 
compliance of our suppliers. 

Vehicle Components: Alrhough 
resring conrinues, we have 
derermined rhar rhe Y2K problem 
does nor affecr rhe onboard 
compurer sysrems in our vehicles. 
The functionaliry of rhese sysrems is 
based generally on engine cycles or 
rhe rime elapsed since rhe vehicle 
was srarred, nor any parricular dare. 
We have surveyed suppliers of 
microprocessors and embedded 
system assemblies, and no problems 
have been idenrified to date. Recenr 
inrernal global surveys to all Ford 
employees have subsranriared rhese 
findings . 

Affiliates: Ford Credir, Hem, 
and our orher consolidated 
subsidiaries, as well as our non­
consolidated joinr venrures, have 
developed plans to address Y2K 
compliance similar to rhose of Ford. 
We have conracted and are 
monitoring over 200 affiliates to 
ensure plans are in place to achieve 
timely Y2K compliance. 

Product Development Test 
Equipment: This includes 
equipmenr and sysrems for tesring 
vehicle emissions, safery, and 
performance. We are working wirh 
suppliers to replace non-complianr 
systems wirh common global tesr 
systems where needed. As of 
February 28, 1999, 45% of our 
producr developemenr tesr systems 
were Y2K complianr, and 63% of 
rh ose sysrems rhar are crirical were 
Y2K complianr. 

End-User Computing: Desktop 
compurers are used rhroughour 
Ford. Our plans to make rhese 
compurers Y2K complianr include 
rhe replacemenr or repair of all non­
complianr compurers and relared 
software, distriburion of an 
assessmenr tool for end-user 
developed applicarions and rhe 
rraining of over 700 end-user 
program coordinators worldwide. 
As of February 28, 1999, 57% of 
crirical end-user programs were 
Y2K complianr. 
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Technical Infrastructure: We 
established a dedicated testing faciliry 
to repair and test our critical systems 
infrastructures, such as wide area 
nerworks, local area nerworks, 
e1ectronic data centers and 
e-mail systems. AI; of 
February 28, 1999, 75% of our 
hardware, software and global 
communications nerwork were 
Y2K compliant. 

Dealers: We are handling the 
compliance of ail 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 
Status as of February 28, 1999 

This table shows our timing to 
be fully compliant with Y2K 
requirements by major business 
activity. By September 1999, ail 
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 ail building 
systems globally in rwo phases. 
Phase 1 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. AI; of 
February 28, 1999, 82% of our 
plant, engineering support and 

Business 
Computer Systems 

1996 1997 

Status: 86% g/ 1 
1 

1 

Plant Floor Equipment 

Production and 1 

Critical Non-Production Suppli~rs 

Vehicle Components 

Status: 10q% 

owned office building systems were 
Y2K compliant. We are also 
confi rming the Y2K preparedness 
of our energy and other utili ry 
suppliers. 

Set forth in Table F is a 
timetable showing Ford's internai 
target dates for compliance and the 
status of compliance (at 
February 28, 1999) fo r each 
of the areas mentioned above. 
We established these target dates 
before December 3 1, 1999 to 
allow sufficient time to perfo rm 
enterprise-wide testing and further 
validation of our Y2K compliance. 

1998 1999 2000 

Affiliates lan: 100% ready by 6/99 r;j 

Product Development 
Test Equipment 

Critical End-User 
Computing 

Technical Infrastructure 

Dealers 

Physical Properties 
and Infrastructu re 

.100% compliant by 6199 

Stat!js: 45% QJ 

100% compliant by 6/99 

Status: 82% 

Q/ 100% of eritlesl business computer systems were compilant at year-end 1998. 

9185% 01 critical plant lloor equipment wa. compilant at February 28. 1999. 

91" Ready" means havlng 8 comprehensive Y2K program ln place and a plan that will achieve compllance before January 1, 2000. 

QJ63% 01 crltlcal product development te.t equlpment wa. compilant 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 
corn pliant such that its supply of 
needed products or services to a 
Ford or supplier manufacruring 
faciliry 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 utiliry 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 ofY2K 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 l , 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 
"Iegacy 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 l , 2002 (but 
not lam than July l , 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 e1even participating 
countries may affect the abiliry of 
Ford and other companies to price 
their products differendy in the 
various European markets. A 
possible resulr of this is price 
harmonization at lower average 
prices for products sold in sorne 
markets. Nevertheless, 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 arnount 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 com could be 
reduced. Conversely, because there 
will be less diversiry 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 (i ncluding 
contingencies) for the period from 
1997 through 2003 to coyer the 
worldwide com of preparing for and 
making operational changes to 
accommodate introduction of the 
euro. Certain of our business 
functions have introduced euro­
capabiliry as of January l, 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 l , 1999, our 
joint venture with Volkswagen AG 
in Portugal (AutoEuropa) was 
dissolved. This action will improve 
our first quarrer 1999 mer-tax 
results by approximately $165 million. 
Prior to the dissolution, we held a 
50% interest in AutoEuropa and 
accounted for it on an equiry basis . 

VOLVO 
On March l , 1999, we entered 

into a definitive agreement with 
AB Volvo for the purchase of Volvo's 
worldwide passenger car business 
for a price of $6.45 billion. On 
March 8, 1999, AB Volvo's 
shareholders approved the 
transaction. The transaction will 
close following receipt of regulatory 
approvals. 

ROUGE COMPLEX 
On February l , 1999, an 

explosion occurred at the 
powerhouse of the Rouge Complex 
in Dearborn, Michigan, completely 
halting production at the 
powerhouse. Thirry-one people were 
injured or died as a resulr of this 
accident. The powerhouse supplied 
energy and steam to the entire 
Rouge Complex. We own part 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 131 "), "Disclosures about 
Segments of an Enterprise and 
Related Information," was issued by 
the Financial Accounting Standards 
Board in June 1997. We adopted 
SFAS 131 effectivewith the 1998 
financial statements. 

Statement of Financial 
Accounting Standards No. 132 
("SFAS 132"), "Employers' 
Disclosures about Pensions and 
Other Postretirement Benefits," 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 Computer Software 
Developed or Obtained 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 computer 
software developed or obtained for 
internal use, and requires 
capitalization of certain internal-use 
computer software costs. We will 
adopt this SOP for costs incurred 
beginning January l, 1999. 
Adoption of this standard is 
expected to improve full-year 1999 
after-tax results by an estimated 
$220 million. 

Statement of Financial 
Accounting Standards No. 133 
("SFAS 133"), "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. 
Ir 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 liability 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 adopt 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 
its major markets is as follows: 

United States • berween 15.5 to 

Europe 

Brazil 

16 million units, 

compared with the 

16 million units 

sold in 1998 

• lower th an the 

16.1 million units 

sold in 1998 

• substantially lower 
than the 1.6 million 
units sold in 1998 

u.s. Industry Volume 
( UOII S JO millions) 

15.5 

15.5 

16.0 

ln 1998, U.S. industry volume was 
16 million units, the 5th consecutive year 
of industry demand above 15 million units. 

1996 

1997 

1998 

1999 
oudook 

European Industry Volume 
in millions) 

14.3 

15.0 

16.1 

Total European industry volume reached 
16.1 million cars and trucks in 1998, the 
5th consecutive year of increased demand. 

Brazilian Industry Volume 
in mill ions) 

1996 

1997 

1998 

1999 
OUi look 

ln 1998, Brazilian industry volume 
dropped dramatically from 1997'5 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 
resulrs. 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 resulrs 
to differ materially from those 
stated, including, withour limitation: 
greater price competition in the U.S. 
and Europe resulting from currency 
fluctuations or industry overcapaciry; 
a significam decline in U.S. or 
European industry sales resulting 
from slowing economic growrh; 
currency fluctuations ; further 
economic difficulties in South 
America, including those resulring 
from Brazilian government austeriry 
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 safery or 
emissions regulation resulring in 
higher costs and/or sales restrictions; 
work stoppages at key Ford or 
supplier facilities; and the discovery 
of defects in vehicles resulring in 
recall campaigns, increased warrant 
cost or litigation. 

Table G: Full-Year 1999 Financial Targets 

Automotlve Sector 

• North America 

• Europe 
• South America 
• Total Costs 

• Capital Spending 

• Visteon 

Flnanclal 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 variery of 
market risks, including the effects of 
changes in foreign currency exchange 
rates, imerest rates and commodiry 
pnces. 

• Our Automotive sector 
frequendy has expenditures 
denominated in foreign 
currencies, including the 
following: purchases and 
sales of finished vehicles and 
production parts; debt and 
orher 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 Auromotive sector. 

• T 0 ensure funding over 
business and economic cycles 
and to minimize overall 
borrowing costs, our Financial 
Services sector issues debt and 
other payables with various 
maturiry and interest rate 
structures. The maturiry and 
In terest rate structures 
frequendy 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 ove rail 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. Ali 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 rwelve 
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 ail financial instruments 
and leased assets, our after-tax 
earnings would change by 
$23 million over a 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 
ail 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 th an $300 million, 
with a high of $350 million and 
a low of $200 million. At 
Oecember 31 , 1998, currency 
movements are projected to 
affect our pre-tax cash flow over 
the next 18 months by less than 
$325 million, wirhin a 99% 
confidence level. Compared 
with our projection at 
Oecember 31 , 1997, the 
1998 VAR amount is approximately 
$75 million higher, primarily 
because of increased currency 
exchange rate volarility 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 responsibiliry includes maintaining the integriry and objectiviry of financial records 

and the presentation of the company's financial statements in conformiry with generally accepted accounting principles. 

The company maintains an internai control structure intended to provide, among other things , reasonable 

assurance that its records include the transactions of its operations in ail material respects and to provide protection 

against significant mis use or loss of company assets. Management believes that the internai control structure meets 

these objectives. The internai control structure is supported by careful selection and training of qualified personnel, 

written policies and procedures that communicate details of the internai control structure to the company's worldwide 

activities, and by a staff of internai 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 internai 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 

operations and· the preparation of financial statements. The Audit Committee appoints the independent accountants, 

subject to ratification by the stockholders. Ir meets regularly with management, internai auditors and independent 
accountants. The independent accountants and internai auditors have full and free access to the Audit Committee and 

meet with it to discuss their audit work, the company's internai controls and financial reporting matters. 

Jacques Nasser 
President and 

Chief Executive Officer 

Report of Independent Accountants 

To the Board of Directors and Stockholders 

Ford Motor Company 

Executive Vice President and 

Chief Financial Officer 

In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of income, 

stockholders' equiry and cash flows present fairly, in ail 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 conformiry with generally accepted accounting 

principles. These financial statements are the responsibiliry of the Company's management; our responsibiliry 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 auditing standards which require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement. An audit 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. 

PricewaterhouseCoopers LLP 

400 Renaissance Center 

Detroit, Michigan 48243 

January 21 , 1999 

LLP 
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Ford Motor Company and Subsidiaries 

CONSOLIDATED STATEMENT OF INCOME 
For the Years Ended December 3 1, 1998, 1997 and 1996 
(in millions, except arnounts per share) 

1998 1997 1996 

AUTOMOTIVE 
Sales (Note 1) $119,083 $122,935 $118,023 

Costs and expenses (Note 1 and 15): 
Costs of sales 104,782 108,907 108,882 
Selling, administrative and other expenses 7,616 7,082 6,625 

Total costs and expenses 112,398 115,989 115,507 

Operating incorne 6,685 6,946 2,516 

Interest income 1,331 1,116 841 
Interest expense 829 788 695 

Net interest income 502 328 146 
Equily in net 1055 of affiliated companies (Note 1) (38) (88) (6) 
Net expense from transactions with 

Financial Services (Note 1) (191 ) (104) (85) 

Incorne before incorne taxes - Autornotive 6,958 7,082 2,571 

FINANCIAL SERVICES 
Revenues (Note 1) 25,333 30,692 28,968 

Costs and expenses (Note 1): 
Interest expense 8,036 9,712 9,704 
Depreciation 8,589 7,645 6,875 
Operating and other expenses 4,618 6,621 6,217 
Provision for credit and insu rance losses 1,798 3,230 2,564 
Asset write-downs and dispositions (Note 15) 121 
Total costs and expenses 23,041 27,208 25,481 

Net revenue from transactions with Automotive (Note 1) 191 104 85 
Gain on spin-off of The Associates (Note 15) 15,955 
Gain on sale of Common Stock of a subsidiary (Note 15) 269 650 

Incorne before incorne taxes - Financial Services 18,438 3,857 4,222 

TOTAL COMPANY 
Incorne before incorne taxes 25,396 10,939 6,793 
Provision for income taxes (Note 6) 3,176 3,741 2,166 
Incorne before rninority interests 22,220 7,198 4,627 
Minority interests in net income of subsidiaries 149 278 181 
Net incorne $ 22,071 $ 6,920 $ 4,446 
Income attributable to Common and Class B Stock 

alter preferred stock dividends (Note 1) $ 21 ,964 $ 6,866 $ 4,381 

Average number of shares of Common and Class B 
Stock outstanding (Note 1) 1,211 1,195 1,179 

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

Basic incorne $ 18.17 $ 5.75 $ 3.73 

Diluted incorne $ 17.76 $ 5.62 $ 3.64 

Cash dividends $ 1.72 $ 1.645 $ 1.47 

The accompanying notes are part of the financial statements. 
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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 as sets (Note 1) 
Net current receivable from Financial Services (Note 1) 

Total current as sets 

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

Total Automotive as sets 

Financial Services 
Cash and cash equivalents 
Investments in securities (Note 2) 
Net receivables and lease investments (Note 3) 
Other as sets (Note 1) 
Net receivable from Automotive (Note 1) 

Total Financial Services as sets 

Total as sets 

LlABILITIES AND STOCKHOLDERS' EaUITY 
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 value $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 , 
1998 

$ 3,685 
20,120 
23,805 

2,604 
5,656 
3,239 
3,405 

Q 
38,709 

2,401 
37,320 
3,175 
7,139 

88,744 

1,151 
968 

132,567 
13,227 

888 
148,801 

$237,545 

$ 13,368 
2,755 

16,925 
1,404 
1,121 

70 
35,643 

8,713 
30,133 

751 
818 

76,058 

3,555 
122,324 

5,488 
6,034 

0 
137,401 

677 

1,151 
71 

5,283 
(1,670) 
(1,085) 
19,659 
23,409 

$237,545 

December 31 , 
1997 

$ 6,316 
14,519 
20,835 

3,097 
5,468 
3,249 
3 ,782 

41(1 
36,847 

1,951 
34,594 

3,712 
7,975 

85 ,079 

1,618 
2,207 

175,417 
14,776 

0 
194,018 

$279,097 

$ 11 ,997 
2,557 

16,250 
1,358 
1,129 

0 
33,291 

7 ,047 
28 ,899 

1,210 
0 

70,447 

4,539 
160,071 

4,347 
7,865 

416 
177,238 

678 

1,132 
71 

5,564 
(1 ,228) 

(39) 
25,234 
30,734 

$279,097 
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Ford Motor Company and Subsidiaries 

CONSOLIDATED STATEMENT OF CASH FLOWS 
For the Years Ended Oecember 31 , 1998, 1997 and 1996 
(in mill ions) 

1998 1997 1996 

Financial Financial Financial 
Automotive Services Automotive Services Automotive Services 

Cash and cash equivalents at January 1 $ 6,316 $ 1,618 $ 3,578 $ 3,689 $ 5,750 $ 2,690 

Cash tlows 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 as sets (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 rentai 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 
Praceeds tram 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 
tinancing 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 $ 6,316 $ 1,618 $ 3,578 $ 3,689 

The accompanying notes are part of the financial statemenrs. 
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Ford Motor Company and Subsidiaries 

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY 
For the Years Ended D ecem ber 3 1, 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 Liabili~ Gain/Loss Other Total 

YEAR ENDED DECEMBER 31 , 1996 
Balance at beginning of year $1 ,160 $5,105 $ 17,688 $ 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 1055, 

(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 $5,268 $ 20,334 $ 74 $(267) $164 $ $ 26 ,762 

YEAR ENDED DECEMBER 31 , 1997 
Balance at beginning of year $1 ,189 $5,268 $ 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 1055 

(net of tax benefit of $47) (91 ) (91 ) 
Comprehensive income ----s:72T 

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 $5,564 $ 25,234 $ (964) $ (337) $ 73 $ (39) $ 30,734 

YEAR ENDED DECEMBER 31 , 1998 
Balance at beginning of year $1,203 $5,564 $ 25,234 $ (964) $ (337) $ 73 $ (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 1055 

(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 

stockholders (22,298) (22,298) 
Cash dividends {5,348} {5,348) 
Balance at end of year $1,222 $5,283 $ 19,659 ${1,OH} $ {698} $ 45 ${1,085} $ 23,409 

The accompanying notes are part of the f inancial 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 f10ws for the company's two business secrors: Auromotive and Financial Services. The assets and liabilities of the 
Auromotive secror are classified as current or noncurrent, and those of the Financial Services sector are unclassified. Affiliates that 
are 20% ro 50% owned, principally Mazda Moror Corporation and AuroAlliance International Inc., and subsidiaries where control 
is expected ro 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 conformity 
with generally accepted accounting principles. Actual results could differ from rhose estimates and assumptions. For purposes of 
Notes ro Financial Statements, "Ford" or "the company" means Ford Moror Company and its majority-owned consolidated 
subsidiaries unless the context requires otherwise. Certain amounts for prior periods are reclassified, if required, ro conform with 
present period presentations. 

Structure of Operations 

The company's secrors, Auromotive and Financial Services, are managed as four primary operating segments. A segment is 
defined as a component with business activity resulting in revenue and expense rhat has separate financial information evaluated 
regularly by the company's chief operating decision maker in determining resource allocation and assessing performance (Note 17). 
The Auromotive secror is comprised of Automotive and Visteon. The Auromotive segment consists of the design, manufacture, 
assembly and sale of cars and trucks; the Visteon segment consists of the design, manufacture and sale of auromotive components 
and systems. The Financial Services secror primarily includes two segments, Ford Moror Credit Company and its subsidiaries 
("Ford Credit") and The Hertz Corporation and its subsidiaries ("Hertz"). The Financial Services secror 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. Ir also provides inventory and capital financing ro retail car and truck dealerships. Hertz rents cars and trucks and 
industrial and construction equipment. Both Ford Credit and Hertz also have insurance operations related ro their businesses. 

Intersecror transactions represent principally transactions occurring in the ordinary course of business, borrowings and related 
transactions between entities in the Financial Services and Auromotive secrors, and interest and other support under special vehicle 
financing programs. These arrangements are reflected in the respective business secrors. Intersegment transactions are described in 
Note 17. 

Revenue Recognition - Automotive Sector 

Sales are recorded by the company when products are shipped ro dealers and orher cusromers, 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 incentive programs approved subsequent ro 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 ro require Ford ro repurchase 
vehicles subject to certain conditions, are recognized over the period of daily rental service in a manner similar ro 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 between the Auromotive secror operations and 
certain Financial Services sector operations provide for interest supplements and other support costs ro be paid by Auromotive sector 
operations on certain financing and leasing transactions. The Financial Services sector recognizes this revenue in income over the 
period that the related receivables and leases are outstanding; the estimated COStS of interest supplements and other support costs are 
recorded as sales incentives by Auromotive 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 ro 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 determining the gain or loss on each qualifying sale of finance receivables, the investment in the sold receivable 
pool is allocated between the portion sold and the portion retained based on their relative fair values at 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 warrant y 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 Corn mon and Class B Stock is calculated by dividing the income amibutable 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, exeept per share amounts): 

1998 1997 1996 
Incarne Shares' Incarne Shares' Incarne Shares' 

Net incarne $22,071 1,211 $6,920 1,195 $4,446 1,179 
Preferred stock dividend requirernents (22) (54) (65) 
Prerniurn on Series B Tender Offer" (85) 
Issuable and uncornrnitted ESOP shares (2) (1) (4) 
Basic incarne and shares $21,964 1,209 $6,866 1,194 $4,381 1,175 

Basic Incorne Per Share $ 18.17 $ 5.75 $ 3.73 

Basic incarne 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 incarne and shares $21,963 1,237 $6,874 1,224 $4,405 1,210 

Diluted Incorne Per Share $ 17.76 $ 5.62 $ 3.64 

• Average shares outstanding 

"Represents a one-time reduction 01 $0.07 per share 01 Common and Class B Stock resulting Irom the premium pa id to repurchase the company's 

Series B Cumulative Prelerred 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 market risks, 
including the effects of changes in foreign currency exchange rates, interest rates and commodity priees. 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 unpredictability 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 fi uctuations in exchange rates , interest rates and commodity prices. 
AIl 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 exp os ures include forward contracts, swaps and options. 
The company uses these derivative instruments to hedge assets and liabilities denominated in foreign currencies, firm commitments 
and eertain 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. AIl 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 {WO 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) 

Interesr rare swap agreements are used ro manage rhe effecrs of interesr rare f1ucruarions by changing rhe interesr rare 
characrerisrics of specific debr or pools of debr ro march rhe interesr rare characrerisrics of corresponding assers. These insrruments 
marure consisrent wirh underlying debr issues as identified in Nore 9. The differential paid or received on interesr rare swaps is 
recognized on an accrual basis as an adjusrment ro interesr expense. Gains and losses on rerminared interesr rare swaps are amorrized 
and reflecred in interesr expense over rhe remaining rerm of rhe underlying debr. 

Ford has a commodiry hedging program rhar uses primarily forward contracrs and oprions co manage rhe effecrs of changes in 
commodiry prices on rhe Auromorive secror's resulrs. The financial insrruments used in rhis program marure in rhree years or less , 
consisrent wirh rhe relared purchase commirments. Gains and losses are recognized in cosr of sales during rhe serdement period of 
rhe relared rransacrions. 

Foreign Currency Translation 

Assers and liabiliries of non-U.S. subsidiaries generally are rranslared co U.S. Dollars ar end-of-period exchange rares. The effecrs 
of rhis rranslarion for mosr non-U.S. subsidiaries are reporred in orher comprehensive income. Remeasurement of assers and 
liabiliries of non-U.s. subsidiaries rhar use rhe U.S. Dollar as rheir funcrional currency are included in income as rransacrion gains 
and losses. Income srarement elements of ail non-U.S. subsidiaries are rranslared ro U.S. Dollars ar average-period exchange rares 
and are recognized as parr of revenues, cosrs and expenses. AIso included in income are gains and losses arising from rransacrions 
denominared in a currency orher rhan rhe funcrional currency of rhe subsidiary involved. Ner rransacrion gains and losses, as 
described above, increased ner income by $97 million in 1998, and decreased ner income by $164 million in 1997 and $156 million 
in 1996. 

Impairment of Long-Lived Assets and Certain Identifiable Intangibles 

The company evaluares rhe carrying value of goodwill for porential impairment on an ongoing basis. Such evaluarions compare 
operaring income before amorrizarion of goodwill co rhe amorrizarion recorded for the operations ro which rhe goodwill relares. The 
company also periodica1ly evaluares rhe carrying value of long-lived assers and long-lived assers ro be disposed of for porential 
impairment. The company considers projecred furure operaring resulrs, cash f1ows, rrends and orher circumsrances in making such 
esrimares and evaluarions. 

Goodwill 

Goodwill represents the excess of the purchase price over rhe fair value of the ner assers of acquired companies and is amorrized 
using the srraight-line method principally over 40 years. Toral goodwill included in rhe Aucomorive seccor's other assers was 
$2.1 billion at December 31,1998 and $2.1 billion ar December 31 , 1997. Total goodwill included in the Financial Services 
seccor's orher assets was $743 million ar December 31, 1998 and $2.7 billion ar December 31 , 1997. The decrease is relared co 
rhe spin-off of Associares Firsr Capital Corporarion ("The Associares", Nore 15). 

Company-Obligated Mandatorily Redeemable Preferred Securities of a Subsidiary Trust 

During 1995 , Ford Mocor Company Capiral Trusr 1 (rhe "Trusr") issued $632 million of irs 9% Trusr Originared Preferred 
Securiries (rhe "Preferred Securiries") in a one-for-one exchange for 25,273,537 shares of rhe company's oursranding Series B 
Deposirary Shares (rhe "Deposirary Shares"). Concurrent wirh rhe exchange and rhe relared purchase by Ford of rhe Trusr's common 
securiries (rhe "Common Securiries"), rhe company issued co rhe Trusr $651 million aggregare principal amount of irs 9% Junior 
Subordinared Debentures due December 2025 (rhe "Debentures") . The sole assers of the Trusr are and will be rhe Debentures. The 
Debentures are redeemable, in whole or in parr, ar rhe company's oprion on or aher December l , 2002, ar a redemption price of 
$25 per Debenture plus accrued and unpaid interesr. If rhe company redeems rhe Debentures, or upon maruriry of rhe Debentures, 
rhe Trusr is required co redeem rhe Preferred Securiries and Common Securiries ar $25 per share plus accrued and unpaid 
disrriburions. 

Ford guarantees ro pay in full ro rhe holders of rhe Preferred Securiries ail disrriburions and other payments on rhe Preferred 
Securiries ro rhe exrent nor paid by rhe Trusr only if and co rhe exrent rhar Ford has made a payment of interesr or principal on the 
Debentures. This guaranree, when raken rogerher wirh Ford's obligarions under rhe Debentures and rhe Indenture relaring rhereco 
and irs obligarions under rhe Declararion ofTrusr of rhe Trusr, including irs obligarion ro pay cerrain cosrs and expenses of rhe Trusr, 
consrirures a full and uncondirional guaranree by Ford of rhe Trust's obligarions under rhe Preferred Securiries. 



NOTE 2. Marketable and Other Securities 

Trading securities are recarded 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-ro-maturity 
securities are recorded at amortized cost. Equity securities which do not have readily determinable fai r values are recorded at cast. 
T he basis of cost used in derermining realized gains and losses is specifie identification. 

T he fair value of substanrially ail securities is determined by quored market priees. T he estimared fai r value of securi ties, for 
which there are no quoted market priees, is based on similar types of securities that are traded in the market. 

Expected maruri ties of debt securities may differ from contracrual marurities because borrowers may have the right ro call or 
prepay obligations with or withour penalty. 

Automotive Sector 

Investments in securities at December 3 1 were as fo llows (in millions): 

Memo: 
Amortized Unrealized Unrealized Fair Book 

Cost Gains Losses Value Value 
1998 
Trading securities $19,534 $83 $40 $19,5n $19,5n 
Available-for-sale securities - Corporate securities 543 543 543 
Total investments in securities ~20,0n ~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 affil iares were reclassified from equity in net assets of affiliared companies 
to available-for-sale marketable securities; $202 million of the bonds marured 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 mill ion were reported. O ther 
comprehensive income included net unrealized losses of $5 million in 1998 and net unrealized gains of $28 million in 1997 
on securities owned by certain unconsolidared affiliares. The available-for-sale securities at December 3 1, 1998 had 
contracrual marurities 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 

Avallable-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 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 
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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 4 388 388 
Municipal securities 13 13 13 
Debt securities issued by non-U.S. governments 36 36 36 
Corporate securities 489 7 495 495 
Mortgage-backed securities 837 8 844 844 
Other debt securities 14 14 14 
Equity securities 53 65 2 116 116 
Total available-Ior-sale securities 1,827 84 5 1, 906 1, 906 

Held-to-maturlty 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 lair value 2,119 $88 $6 $2,201 2,201 

Equity securities not practicable to lair 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-maturi ty securities at December 31 by 
contractual maturity, were as follows (in millions): 

Available-Ior-sale 
Amortized 

1998 Cost Fair Value 
Due in one year or less $ 29 $ 29 
Due alter one year through l ive years 165 167 
Due alter live years through ten years 101 102 
Due alter ten years 138 141 
Mortgage-backed securities 198 200 
Equity securities 35 91 
Total $ 666 $ 730 

1997 
Due in one year or less $ 100 $ 101 
Due alter one year through live years 443 446 
Due alter live years through ten years 273 276 
Due alter ten years 121 124 
Mortgage-backed securities 837 843 
Equity securities 53 116 
Total $1 ,827 $1 .906 

Held-to-maturity 
Amortized 

Cost 
$ 1 

3 
3 

$ 8 

$14 
10 

$25 

Fair Value 
$ 1 

3 
3 
1 

$ 8 

$14 
10 

$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 $2 1 million were realized in 1996. 



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

Receivables 

Included in ner receivables and lease invesrmenrs ar Oecember 31 were ner finance receivables, invesrments in direcr financing 
leases and investmenrs in operating leases. The investmenrs in direct financing and operating leases relate ro rhe leasing of vehicles, 
various types of transportation and other equipmenr, and facilities. 

Net finance receivables at Oecember 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 5z533 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 $90z177 $127,792 

Net finance receivables subject to 
fair value> $90,010 $127,595 

Fair value $89,847 $130,978 

*Excludes certain diversilied and other receivables 01 $167 million and $197 million at December 31 , 1998 and 1997, respectively 

lncluded in finance receivables at Oecember 31, 1998 and 1997 were a rotal of $1.5 billion and $1 billion, respectively, owed 
by three cusromers with the largest receivable balances. Other finance receivables consisred primarily of commercial and other 
collateralized loans and accrued inreresr. Also included in orher finance receivables at Oecember 31, 1998 and 1997 were 
$3.9 billion and $3.7 billion, respectively, of accounrs receivable purchased by certain Financial Services secror operations from 
Auromotive secror operations. Finance receivables that originated outside the United States are $35.6 billion and $28.3 billion 
at Oecember 31, 1998 and 1997, respectively. 

Conrracrual marurities of rotal finance receivables are as follows (in millions) : 1999 - $56,480; 2000 - $17,930; 2001 - $9,369; 
thereaher - $7,564. Experience indicares that a substanrial portion of the portfolio generally is repaid before the contracrual 
maturity dates. 

The fair value of most receivables was estimared by discounring future cash flows using an estimared discounr rare that reflected 
the credit, inrerest rare and prepayment risks associared with similar types of instrumenrs. For receivables with short marurities, the 
book value approximared fair value. 

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

Lease Investments 

Investmenrs in direct financing leases at Oecember 31 were as follows (in millions): 

1998 1997 
Minimum lease rentais, net 

of unearned income $ 3,359 $ 7,874 
Estimated residual values 3,720 2,923 
Allowance for credit losses {8Ol (143) 
Net investments in direct 

financing leases $ 62999 $10,654 

Minimum direct financing lease renrals are conrracrually due as follows (in millions): 1999 - $1,506; 2000 - $1,019; 
2001 - $599; 2002 - $202; 2003 - $33; thereafrer - less th an $1 million . 

53 



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

Lease Investrnents (continued) 

Investments in operating leases, excluding daily rentai , at December 31 were as follows (in millions): 

Vehicles and other equipment, at cost 
Lease origination costs 
Accumulated depreciation 
Allowance for credit losses 

Net investments in operating leases 

1998 
$43,732 

63 
(8,136) 

(268) 
$35,391 

1997 
$44,705 

65 
(7,487) 

(312) 
$36,971 

Minimum rentais on operating leases are contractually due as follows (in millions): 1999 - $7,150; 2000 - $3 ,712; 
2001 - $1 ,629; 2002 - $224; 2003 - $76; thereafrer - $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 are based on assumptions as to used car prices at lease termination and the number of vehicles that will be rerurned tO the 
company. Estimated and acrual residual values are reviewed on a regular basis to determine that depreciation amounts are 
appropriate. Gains and losses upon disposai 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 

AJlowances fo r 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 f10ws 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 fi nance receivables and lease investments previously charged-off as uncollectible are credited to the allowances for 
credit losses. 

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

1998 
Beginning balance $ 3,476 
Provision for credit losses 1,489 
Total charge-offs and recoveries: 

Charge-offs (1 ,640) 
Recoveries 262 
Net losses (1 ,378) 

Other changes !2,O10}* 
Ending balance $1,5n 

• 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): 

Raw mate rials, work-in-process 
and supplies 

Finished products 
Total inventories 

U.S. inventories 

1998 

$ 2,887 
2,769 

$ 5,656 

$ 1,832 

1997 1996 
$ 2,799 $ 2,391 

2,759 2,092 

(2,484) (2,058) 
238 338 

(2,246) (1,720) 
164 36 

$ 3,476 $ 2,799 

1997 

$ 2,875 
2.593 

$ 5,468 

$ 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 
("UFO") 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 UFO method, inventories would have been higher by $1.2 billion and 
54 $1.4 billion at December 31, 1998 and 1997, respectively. 



NOTE 5. Net Property, Depreciation and An10rtization -
Automotive Sector 

Net properry at December 3 1 was as fo llows (in mill ions): 

Land 
Buildings and land improvements 
Machinery, equipment and other 
Construction in progress 

Total land , plant and equipment 
Accumulated depreciation 

Net land, plant and equipment 
Special tools , net of amortization 

Net property 

1998 
$ 409 

9,298 
43,562 

2,774 
56,043 

(26,840) 
29,203 

8,11 7 
$37,320 

1997 
$ 393 

8,803 
41 ,510 

2,377 
53,083 

(26,004) 
27 ,079 

7 ,515 
$34,594 

Properry, equi pmenr and special [Ools are stated at cost, less accumulated depreciation and amortization. Propertv and 
equipmenr placed in service before January l , 1993 are depreciared using an accelerated method that results in accumulated 
depreciation of approximately rwo-thirds of the asse t cos t during the first half of the estimated usefullife of the asset. Property 
and equipmenr placed in service mer December 3 1, 1992 are depreciared using the straight-line method of depreciation over the 
estimated usefulli fe of the asset. O n average, buildings and land improvemenrs are depreciated based on a 30-year li fe ; machinerv 
and equipmenr are depreciated based on a 14-year li fe. Special [Ools are amortized using an accelerared method over periods of ti me 
represenring the estimared productive li fe of those [Ools. 

Depreciation and amortization expenses were as fo llows (in millions): 

Depreciation 
Amortization 

Total 

1998 
$2,804 

2,936 
$5,740 

1997 
$ 2 ,759 

3,179 
$ 5 ,938 

1996 
$ 2,644 

3,272 
$ 5,916 

When properry and equipmenr are retired , the general policy is [0 charge the cast of those assets, reduced by net salvage 
proceeds, [0 accumulated depreciation. Mainrenance, repairs and rearrangemenr 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 capac iry 
of assets are capital ized. Preproduction COStS relared [0 new fac ilities are expensed as incurred. 

NOTE 6. InCOlne Taxes 
Income before income taxes fo r u.s. and non-U.s. operations, excluding equi ry in net income/ (loss) of affi liated companies 

and excluding non-taxable gains from The Associates spin-off (1 998) and IPO (1996) and Hertz IPO (1997), was as fo llows 
(in mill ions): 

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 

T he provision fo r income taxes was estimated as fo llows (in mill ions): 

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 
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NOTE 6. Income Taxes (continued) 

Deferred taxes are provided for earnings of non-US subsidiaries which are planned to be remirred. No provision for deferred 
taxes 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 undistribured earnings of non-US subsidiaries are not practical to estimate. 

A reconciliation of the provision for income taxes compared with the amounrs at the US staturory tax rate , excl uding the 
non-taxable gains from The Associares spin-off (1998) and Ira (19%) and Hertz Ira (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 o Pts. o 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 accumulared remporary differences berween assets and liabilities for 
financial reporting purposes and those amounrs as measured by tax laws and regulations. The componenrs of deferred income tax 
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 los ses 1,164 1,270 
Ali 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 
Ali other 2,682 2,490 

Total deferred tax liabilities 14,196 13,086 

Net deferred tax assets/( Iiabilities) $ (110) $ 1,130 

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



NOTE 7. Liabilities - Automotive Sector 

Current Liabilities 

Included in accrued liabilities at Oecember 3 1 were the fo llowing (in mill ions): 

Dealer and customer allowances and claims 
Employee benefit plans 
Deferred revenue 
Salaries, wages and employer taxes 
Postretirement benefits other th an pensions 
Other 

Total accrued liabilities 

Noncurrent Liabilities 

1998 
$ 8,765 

2,530 
2,447 

740 
275 

2,168 
$16,925 

Included in other liabilities at Oecember 3 1 were the fo llowing (in millions): 

Postretirement benefits other th an pensions 
Dealer and customer allowances and claims 
Employee benefit plans 
Unfunded pension obligation 
Minority interests in net assets of subsidiaries 
Other 

Total other liabililies 

1998 
$14,859 

7,401 
3,762 
1,528 

103 
2,480 

$30,133 

NOTE 8. Elnployee Retirenlent Benefits 

Employee Retirement Plans 

1997 
$ 8,059 

2,154 
2,566 

759 
640 

2,072 
$16,250 

1997 
$15,407 

7,049 
3,137 
1,009 

94 
2,203 

$28,899 

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 ail other Ford employees of the company in the U.s. 
T he hourly plan provides noncontributory benefits relared to employee service. T he salaried plan provides similar noncontributory 
benefits and contributory benefits related to pay and service. O ther U.s. and non-U.S. subsidiaries have separate plans that 
generally provide similar types of benefits fo r their employees. 

In general , the company's plans are funded with the main exceptions of the U.S. defin ed bene fi t plans fo r executives and certain 
plans in Germany; in such cases an unfunded liabili ty is recorded. 

The company's policy fo r funded plans is to contribute annually, at a minimum, amounts required by applicable law, regulations 
and union agreements. Plan assets consist principally of inves tments in stocks, and government and other fi xed income securities. 

Postretirement Health Care and Life Insurance Benefits 

T he company and certain of its subsidiaries sponsor un funded plans to provide selected health care and li fe insurance benefits for 
retired employees. The company's U.s. and Canadian employees may become el igible fo r those benefits if they retire while working 
for the company; however benefits and eligibili ty rules may be modified fro m time to time. The estimared cost fo r 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 Oecember 3 1, 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 estimared to increase the aggregate service and 
interest cost components of net postretirement benefit expense fo r 1998 by about $200 mill ion and the accumulated postretirement 
benefit obligation at Oecember 3 1, 1998 by about $2.3 billion. A decrease of one percentage point would reduce service and 
interest com by $160 million and decrease the Oecember 3 1. 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, retiremem 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 as sets (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)/Iosses and other 2~ ~Q ~Q 12~ Q2 ~Q ~5 1~ (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 health care and life insurance benefits 

Pension ex pense in 1998 increased fo r U.S. and non-U.S. plans primarily as a result of the year-ro-year change in the cost of special 
employee separation programs and lower discoum rares, parrially offset by increased recurn on plan assets. 



NOTE 8. Employee Retirement Benefits ( continued) 

The year-end starus of these plans was as follows (in millions) : 

Pension Benelits 
U.S. Plans Non-U.S. Plans Other Benelits' 

1998 1997 1998 1997 1998 1997 
Change in Benefit Obligation 
Benelit obligation at January 1 $30,923 $28,245 $13,311 $12 ,865 $ 17,522 $ 16,503 
Service co st 596 551 354 331 265 242 
Interest co st 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 
Benelits 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 

Benelit obligation at December 31 $33,535 $30,923 ~6,336 ~13 , 311 $ 19,215 $ 17.522 

Change in Plan Assets 
Fair value 01 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 
Benelits paid (1,869) (1 ,828) (660) (633) (480) 
Foreign exchange translation 26 (652) 
Other 83 393 449 295 

Fair value 01 plan assets at December 31 $39,122 $35,683 $13,255 $11 ,687 $ 2,001 $ 736 

Funded Status of the Plan 
Plan as sets in excess of/(Iess than) 

benelit 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)/Iosses {5l04) (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) 
Delerred 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 benelit obligation $ 786 $ 795 $ 6,557 $ 5,358 
Accumulated benelit obligation 689 688 6,141 5,024 
Fair value 01 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 as sets 9.00% 9.00% 9.30% 9.20% 6.00% 6.20% 
Average rate 01 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 01 years to ultimate trend rate 9 10 

*Postretirement health care and lile insu rance benelits 
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NOTE 9. Debt 
The fair value of debr was esrimared based on quored marker prices or currenr rares for similar debr \Virh rhe same rema inin~ 

maruriries . 

Auromorive Secror 
Oebr ar Oecember 31 was as follows (in millions): 

Debt payable within one year 
Short-term debt 
Long-term debt payable within one year 
Total debt payable within one year 

Long-term debt 

Total debt 

Fair value 

Maturity 

2000-2097 

Weighted Average 
Interest Rate' 

1998 1997 

9.8% 7.9% 

8.0% 8.5% 

Book Value 
1998 1997 

$ 1,076 S 592 
45 537 

1,121 1,129 

8,713 7.047 

$ 9,834 $8 ,176 

$10,809 $8 ,988 

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

Long-rerm debr ar Oecember 31, 1998 included maruriries as follows (in millions): 1999 - $45 (included in currenr liabiliriesl: 
2000 - $705; 200 1 - $222; 2002 - $595; 2003 - $69; rhereafrer - $7, 122. 

Included in long-rerm debr ar Oecember 31, 1998 and 1997 were obligarions of $7,944 million and $6,864 million. respecrivel)'. 
wirh fixed inreresr rares, and $769 million and $183 million, respecrively, wirh variable inreresr rares (generally based on LI BOR or 
orher shorr-rerm rares). Obligarions payable in Foreign currencies ar Oecember 31, 1998 and 1997 were $544 million and 
$372 million, respecrively. 

Agreemenrs ra manage exposures ra f1uctuarions in inreresr rares, which include primarily inreresr rare swap agreemenrs and 
furures conrracrs, did nor change rhe Oecember 31, 1998 and Oecember 31, 1997 overal l weighred-average inreresr rares on 
long-rerm debr or rhe obligations subjecr ra variable inreresr rares. 

Financia! Services Secror 
Oebt at Oecember 3 1 was as follows (in millions): 

Debt payable within one year 
Unsecured short-term debt 
Commercial paper 
Other short-term debt 

Total short-term debt 
Long-term debt payable with in one year 

Total debt payable within one year 

Long-term debt 
Secured indebtedness 
Unsecured senior indebtedness 

Notes and bank debt 
Oebentures 
Unamortized discount 

Total unsecured senior indebtedness 
Unsecured subordinated indebtedness 

Notes 
Oebentures 
Unamortized discount 

Total unsecured subordinated indebtedness 
Total long-term debt 

Total debt 

Fair value 

Maturity 

2000-2005 

2000-2078 
2001-2006 

2000-2020 

' Excludes the effect of interest rate swap agreements 

Weighted Average 
Interest Rate' 

1998 1997 

5.6% 

10.2% 

6.2% 
4.0% 

7.7% 

6.0% 

9.3% 

6.6% 
5.6% 

8.5% 
7.3% 

Book Value 
1998 1997 

$ 2,998 $ 3,684 
49,429 63,834 

4,046 3,985 
56,473 71 ,503 
10,383 15,370 
66,856 86,873 

17 64 

50,449 67,477 
1,661 2,313 

(30) (6) 
52,080 69,784 

3,381 2,946 

° 425 
PO} (21 ) 

3,371 3,350 
55,468 73 ,198 

$122,324 $160,071 

$124,320 $161 ,872 



NOTE 9. Debt (continued) 

Financial Services Sector (continued) 

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

1998 1997 1996 
Average amounl of shorl-Ierm borrowings $49,099 $65,592 $62,529 
Weighled-average shorl-Ierm inleresl raies 

per annum (average year) 5.7% 5.3% 5.7% 
Average remaining lerm of commercial paper 

al December 31 31 days 30 days 33 days 

Long-term debt at Oecember 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. 

lncluded in long-term debt at Oecember 31,1998 and 1997 were obligations of$38.1 billion and 556.7 billion, respectively, 
with fixed interest rates and $17.3 billion and 516.5 billion, respectively, with variable interest rates (generally based on L1BOR 
or other short-term rates). Obligations payable in foreign currencies at Oecember 31, 1998 and 1997 were $30 billion and 
527 billion, respectively. These obligations were issued primarily to fund non-U.S. business operations. 

Outstanding commercial paper at Oecember 31, 1998 totaled 546.2 billion at Ford Credit and 52.3 billion at Hertz, with 
an average remaining maturiry of 30 days and 52 days, respectively. 

Agreements to manage exposures to fluctuations in interest rates include primarily interest rate swap agreements. At 
Oecember 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 Oecember 31, 1997. these 
agreements decreased the weighted-average interest rate on long-term debt ro 6.5%, compared with 6.6% excluding these 
agreements, and effectively decreased the obligations subject ro variable rates to 511.8 billion; the weighted-average interest 
rate on short-term debt excluding these agreements did not change materially. 

Support Facilities 

At Oecember 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 basis $8.3 billion of such credit lines in varying portions to Ford Credit and FCE Bank pic (formerly known 
as Ford Credit Europe pic). In addition, at Oecember 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 facilit ies were in use at 
Oecember 31 , 1998. 

At Oecember 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 pic, 
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 54.7 billion may be used, at 
FCE Bank plc's option, by any subsidiary of FCE Bank pic. Any borrowings by such subsidiaries will be guaranteed by Ford Credit 
or FCE Bank pic, as the case may be. At Oecember 3 1, 1998, $131 million of the Ford Credit global faci lities were in use and 
$826 million of the FCE Bank pic global facilities were in use. Other than the global credit agreements, the remaining portion 
of the Financial Services sector suppOrt facilities at Oecember 31, 1998 consisted of 52 billion of contractually committed support 
facilities available to Hertz in the U.S. and $2.3 billion of contractually committed support facilities avai lable to various affiliates 
outside the U.S.; at Oecember 31, 1998 , approximately 51.3 billion of these fac ilities 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 ennry. 
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NOTE 10. Capital Stock 

At December 3 1, 1998, ail general vming power was vested in the holders of Common Srock and the holders of Class B Srock. 
voting rogether withour regard ro c1ass. At mat date, the holders of Common Srock were enri rled ro one vme per share and, in the 
aggregate, had 60% of the general voring power; the holders of C1ass B Srock were enrirled ro such number of votes per share as 
would give them, in the aggregate , the remaining 40% of the general voring power, as provided in the companv's Restated Certificate 
of Incorporation. 

The Restated Certificate of Incorporat ion provides that ail shares of Common Srock and Class B Srock share equally in dividends 
(other than dividends declared with respect ro any oursranding Preferred Srock), except that any srock dividends are payable in shares 
of Common Srock ro holders of that c1ass and in Class B Srock ro holders of that c1ass. Upon liquidation. ail shares of Corn mon 
Srock and Class B Srock are enrirled ro share equally in the assets of the company availab le for distribution ro the holders of such 
shares. 

On January 9, 1998, ail ourstanding shares of Series A Depositary Shares, represenring 1/ 1.000 of a share of Series A Cumu lative 
Convertible Preferred Srock, were redeemed at a price of $5 1.68 per Depositary Share plus an amounr eq ual ro accrued and unpaid 
dividends. 

Series B Depositary Shares, represenring 1/2,000 of a share of Series B Cumulative Preferred Srock. have a liquidat ion preference 
of $25 per Depositary Share. Shares ourstanding at December 31, 1998 were valued at $177 million and numbered 7.096,688 
Depositary Shares. Dividends are payable at a rare of $2 .0625 per year per Depositary Share. Series B Cumulative Preferred Srock is 
nm convertible inro shares of Corn mon Srock of the company. On and aher December l, 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 priee equivalenr to $25 per 
Depositary Share, plus an amounr equal ro the sum of ail accrued and unpaid dividends. 

On January 22 . 1998, the company commenced an offer ro purchase ail Depositary Shares represenring its Series B Cumulative 
Preferred Srock at a price of $3 1.40 per Depositary Share. The offer ro purchase was in effect unril February 26, 1998. Depositary 
Shares purchased tmaled 13,229,775. 

The Series B Cumulative Preferred Srock ranks (and any other ourstanding Preferred Srock of the company would rank) senior to 
the Corn mon Srock and C1ass B Srock in respect of dividends and liquidation rights. 

Changes ro the number of shares of capital srock 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 -



N OTE Il. Stock Options 

The company has stock options outstanding under the 1985 Stock Option Plan , the 1990 Long-Term lncentive 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 years under the 1998 Plan become exercisable 33% after one vear from the date of grant. 66% after 
rwo years and in full after three years. In general, options granted under the 1985 Plan and options granted prior to 1997 under the 
1990 Plan become exercisable 25% after one year from the date of grant, 50% mer rwo years , 75% after three years and in full afte r 
four years . Options under the Plans expire after 10 years from the date of grant. Certain participants were granted accompanying 
stock appreciation rights under the Plans which may be exercised in lieu of the related options. Under the Plans, a stock 
appreciation right entides the holder to receive, without payment, the excess of the fair market value of the Corn mon 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 ultimately 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. 

Un der the 1998 Plan, up to 2% of Corn mon Stock issued as of December 31 of any vear may be made available for stock options 
and other Plan awards in the next succeeding calendar year. That limit may be increased up to 3% in any vear, with a corresponding 
reduction in shares avai lable for grants in future years. Any unused portion of the 2% limit for any calendar year may be carried 
forward and made avai lable for Plan awards in succeeding calendar years. At December 3 1, 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 Priee Shares Priee Shares Priee 
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) 22.79 (04) 2244 (0.7) 23.03 
Terminated and expired (0.4) 33.58 (0.2) 30.86 (0.3) 31 .14 
Outstanding at end of period -=n>.9." 25.67 -sM 2844 -so.3 26.93 
Outstanding but not exercisable (34.9) (21.6) (2 1.5) 

Exercisable at end of period ~ 19.53 284 25.84 -m 23.61 

Outstanding stoek options and related exereise priees were adjusted to preserve the intrinsie value of options as a result of The Assoeiates 

spin-off in 1998 . 

•• Exereised at option priees ranging from $10.43 to $32.69 during 1998, $15.00 to $32.69 du ring 1997 and $13.42 to $29.06 during 1996 . 

••• Ineluded 0.7, 52.5 and 17.7 million shares under the 1985. 1990 and 1998 Plans, respeetively, at option priees ranging from $10.43 to $58.63 per 

share. At Deeember 31. 1998. the weighted-average remain ing exercise period relating to the outstanding options was 7.1 years. 

The estimated fai r value as of date of grant of options granted in 1998. 1997 and 1996, using the Black-Scholes option-pricing 
mode!, 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 4.1% 4.8% 4.3% 
Common Stock priee 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 Il . Stock Options (continued) 

The company measures compensation COSt usi ng the intrinsic value method. Accord inglv, no compensation COSt fo r stock 
options has been recognized. If compensation COSt had been determined based on the es timated fai r value of options granted since 
1995, the company's net income and income per share would have been reduced to the pro forma amounts indicated belo\\': 

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 $ 5.75 $ 5.73 $ 3 .73 $ 3.71 
Diluted $ 17.76 $ 17.71 $ 5.62 $ 5.60 $ 3.64 $ 3.63 

" 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 beginn ing 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 mill ion and $54 million, respectively. 

NOTE 12. Litigation and Claüns 
Various legal actions, governmental investigations and proceed ings and claims are pending or may be inst ituted o r asse rted in 

the future against the company and its subsid iaries, including those arising out of alleged defects in the company's products; 
governmental regulations relating tO safety, emiss ions and fuel economy; financial services; employment- related matters; deale r, 
supplier and other contractual relationships; intellectual property rights; product warranties; and envi ron mental matters. Certai n 
of the pending legal actions are, o r purport to be, class actions. Sorne of the fo regoing matters involve o r may involve compensatory, 
pun itive, o r antitrust o r other treble damage claims in very large amounts, or demands fo r recall campaigns, envi ron mental 
remediation programs, sanctions, or other relief which, if granted , would require very large expenditures. 

Litigation is subject ro many uncertainties, and the outCO me of individual litigared matters is nor predictable with assurance. 
Rese rves have been es tablished by the company for certain of the matters discussed in the fo regoing paragraph where losses are 
deemed probable. Ir is reasonably possible, however, that sorne of the matters discussed in the fo regoing paragraph fo r which 
reserves have not been established could be decided unfavo rably to the company o r the subsidiary involved and could require the 
company or such subsidiary to pay damages or make other expenditures in amounts o r a range of am ounts that cannot be estimared 
at Oecem ber 3 1, 1998. The com pany does no r reasonably expect, based on its analys is, thar any adverse outcome fro m such matters 
would have a marerial effect on future consolidated fin ancial starements for a particular yea r, although such an outcome is poss ible. 

NOTE 13. Con1mitments and Contingencies 
At O ecember 3 1, 1998, the company had the fo llowing minimum rentaI comm itments under non-cancelable o perating leases 

(in millions): 1999 - $4 13; 2000 - $336; 2001 - $272; 2002 - $ 182; 2003 - $ 113; thereafter - $ 187. These amounts include rentaI 
commitments related to the sale and leaseback of certain Automotive sector machinery and equipment . 

Ford in the U.s. and Ford of Canada have entered into agreements with banks to provide credit card programs thar offe r 
rebates that can be applied against the purchase or lease of Fo rd vehicles. T he maximum amount of rebares available to quali fied 
cardholders ar O ecember 3 1, 1998 and 1997 was S 1.6 bi ll ion and $ 1.8 billion, respecri vely. The company has provided for the 
estimated net cost of these programs as a sales incentive based on rhe estimated number of participanrs who ulrimately will purchase 
vehicles. T he U.s. program was discont inued Oecem ber 3 1, 1997 and the Canadian program was d iscont inued May 3 1, 1998; 
rebares fo r the U.s. program earned p rior to program d iscontinuance will be val id for up to five years fo llowing the calendar yea r 
in which earned , subject to certain restrictions. 

NOTE 14. Financial Instruments 
Estimared fa ir value amounts have been determined using available market information and va rious valuarion methods depend ing 

on the type of instrument. In evaluati ng the fa ir va lue info rmation, considerable judgment is required to interpret the marker data 
used to develop the estimates. T he use of d iffe rent market assumptions and/or di ffe rent valuation rechniques may have a marerial 
effect on the estimared fa ir value amounts. Accordingly, the estimares of fa ir value presented herein may not be ind icative of the 
amounts that could be realized in a current market exchange. 



NOTE 14. Financial InstrUlTIents (conri nued) 

Balance Sheet Financial Instruments 

Info rmation about specific val uation techniques and estimared fair values is provided throughout the Notes to Financial 
Statements. Book value and estimared fai r value amounts at Oecember 3 1 were as fo llows (in mi llions): 

1998 1997 
Book Fair Book Fair Fair Value 
Value Value Value Value Reference 

Automotive Sector 
Marketable securities $ 20,120 $ 20,120 $ 14,519 $ 14,519 Note 2 
Debt 9,834 10,809 8,176 8,988 Note 9 

Financia1 Services Sector 
Marketable securities $ 968 $ 968 $ 2,201 $ 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 

T he fai r value of fo reign currency and interest rare instruments was estimared using current market prices provided bv outs ide 
quotation services. The es timated fair value, notional amount and deferred loss at Oecember 3 1 were as fo llows (in millions): 

Foreign currency instruments 
Assets 
Liabilities 

Interest rate instruments 
Assets 
Liabilities 

Fair Value 
1998 1997 

$631 
615 

944 
251 

$ 289 
1,207 

548 
182 

T he notional amount represents the contract amount, not the amount at risk. The notional amount for fo reign currency 
instruments was $33. 1 billion at Oecember 3 1, 1998, and $3 1 billion at Oecember 31, 1997. The deferred gain for foreign currency 
instruments was $28 million at Oecember 31, 1998 , compared to a deferred loss of $63 million at Oecember 3 1, 1997. The 
deferred gain fo r 1998 is the sum of unrecognized gains and losses on the underlying transactions or commitments. T he not ional 
amount for interest rare instruments was $97.5 billion at Oecember 3 1, 1998, and $90.4 billion at Oecember 31, 1997. 

Counterparty Credit Risk 

Ford manages its fo reign currency and interes t rate counterparty cred it risks by limiting exposure to and by moni to ring the 
fi nancial condition of each counterparty. The amount of exposure Ford may have to a single counterparty on a worldwide bas is is 
limited by company policy. In the unlikely event that a counterparty fa ils to meet the rerms 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 Oecember 31, 1998, the notional amount of commodity hedging contracts outstanding totaled $853 million; the notional 
amount at Oecember 31 , 1997 was $496 million . The company also had guaranteed $826 million of debt of unconsolidated 
subsidiari es, affili ates and others at Oecember 3 1, 1998 . T he 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 fourrh quarrer of 1998 for retirement and 
separation programs. These special voluntary and involuntary programs reduce the workforce bv 2,184 persons in Norrh America 
(ail salaried), 1,977 in Europe (I,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, Visreon segment ($38 million) in cost of sales, Ford Credit 
segment ($9 million) in operaring 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 quarrer 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 employee 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 affecred about 3,500 salaried employees, primarily in the U.s. 

Write-Down of Kia Motors Corporation 

During the fourrh quarrer 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 wrire-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 affiliares. 

BatavialZF Friedrichshafen AG Joint Venture 

During the fourrh quarrer of 1998, Ford recorded in cost of sales a pre-tax charge of $112 million ($73 million after taxes) 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 expecred to be complered in the first quarrer of 1999. The new joint 
venture will be reflected in Ford 's consolidared 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 corn mon 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, parricularly in 
the areas of product development, manufacturing and distribution of vehicles, so as to improve the competiriveness and economies of 
scale of both companies. Ford and Mazda remain separare public companies with separare identities. Ford is not responsible for any 
of Mazda's liabilities, debts or other obligations, and Mazda's operaring 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 quarrer of 1998, the company complered 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 quarrer 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 quarrer of 1996, The Associates completed an initial public offering ("IPO") of its 
common stock representing a 19.3% economic interest in The Associares. Ford recorded a second quarrer 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, complered an IPO of its common stock representing a 19.1 % 
economic interest in Hertz. Ford recorded a second quarrer 1997 gain of $269 million resulting from the IPO; the gain was not 
subject to income taxes. 

Ford Leasing 

During the third quarrer of 1996, Ford Leasing Corporation, then known as USL Capital Corporation ("USL Capital"), a 
subsidiary of Ford Holdings, Ine. , concluded a series of transactions for the sale of substantially ail of its assets, as weil as cerrain 
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 afrer taxes). 



NOTE 15. Acquisitions, Dispositions and Restructuring ll'ontil1l1cd l 

Budget Rent-A-Car 

The company recorded a pre-tax charge in 1996 totaling 5384 million (5 233 million afrer taxes ) to recognize rh e esr in13tcd \'alul' 
of irs oursranding nores receivable from , and preferred stock investmem in , Budget Rem-A-Ca r Corpo rarion ("BRAC" ). The init ial 
provision raken in rhe second quarrer of 1996 toraling 5700 million (5437 million afrer taxes) resulted t'rom conclusions reached in 
a srudy of Fo rd 's rentai car business straregy. In accordance \Vi rh SFAS 11 4 , the nores receivable pro\'ision rellecred primarik rhe 
unsecured porrion of financing provided to BRAC bv Ford. The preferred stock ",rite-down rellecred recognirion of the Llir \'aILle 
of Ford 's invesrment at the rime. In the fourrh quarrer of 1996 , rhe nores receivable provision was red uced b\· S3 16 million 
(5204 million afrer raxes), rellecring a sr rengthening of rhe renral car business. recenr sales of renral car franchises. and increased 
investor inreresr thar led to a reassessment of the value of rhe outsranding common stock of BRAC: Ford became rhe o\\'ner of 
approximarely 22% ofTeam Renral as a resulr of rhe parrial repa\'menr in Team Renral stock of Ford's loans [Q BR/I.e. In rhe t'ourth 
quarrer of 1997, Fo rd sold its shares of Budger Gro up (fo rmerh' 'Team RentaI") stock. The gain on sale \\'as not marerial. 

NOTE 16. Cash Flows 

The reconciliarion of ner income to cash Ilows from o peraring ac riviri es is as follows (in millions): 

1998 1997 1996 
Financial Financial Financial 

Automotive Services Automotive Services Automotive Services 
Net income S 4,752 $17,319 $ 4,714 $ 2,206 $ 1,655 $ 2,791 
Adjustments to reconcile net income 

to cash Ilows Irom operating activities : 
Depreciation and amortization 5,740 8,589 5,938 7,645 5,916 6.875 
Losses/(earnings) 01 alliliated 

companies in excess 01 dividends remitted 82 (2) 127 (1 ) 44 (16) 
Provision lor credit and 

insu rance losses 1,798 3.230 2,564 
Foreign currency adjustments (208) (27) 156 
Net (purchases)/sales 01 trading 

securities (5,434) (205) (2 ,307) 67 (5,180) 62 
Provision lor delerred income taxes 421 504 908 (102) 74 530 
Gain on spin-off 01 The Associates 

(Note 15) (15,955) 
Gain on sale 01 common stock 01 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 liabi lities 3,019 1,728 3,854 (121 ) 5,447 1,303 
Other 477 891 (278) 739 94 550 
Cash flows lrom operating activities S 9,622 S 13,478 $13,984 $13,650 $ 6,576 $12,681 

The company considers ai l highly liquid invesrmenrs purchased wirh a maturin' of rhree monrhs o r less, including shorr-rerm 
rime depos irs and governmenr, agency and corpo rare obligarions, to be cash equivalents. r.utomorive sector cash eq uivalents at 
Oecember 3 1, 1998 and 1997 were 53 .4 billion and 55.8 billion. respecr ively; Financial Services sector cash equivalenrs at O ecember 
3 1, 1998 and 1997 were S500 million and 5800 million. respecriveh'. Cash Ilows resulring from fu rures contrac ts. forward contracts 
and oprions rhar are accounted for as hedges of idenrifiable transactions are c1assified in the same carego ry as rhe irem bein g hedged . 
Purchases, sa les and maruriries of trading securiries are included in cash Ilows from operaring acri viries. Purchases, sales and 
maturiri es of ava ilable-for-sale and held-ro-maruri rv securiti es are included in cash Ilows from invesring acriviries. 

Cash paid fo r interesr and income raxes was as follo\\'s (in millions) : 

Interest 
1 ncome taxes 

19 98 
59,120 

2,027 

19 97 
$10,430 

1,301 

1996 
$10,250 

1,285 
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NOTE 17. Segment Information 

Ford adopted Staternent of Financial Accounting Standards N o. 13 1, Disclosures about Segments of an Enterprise and Related 
Information, effect ive wi th year-end 1998. T his standard requi res companies ro disclose selected financial data br operating segment 
(defined in N ote 1). Ford has identi fied four primary operating segments: Automoti ve, V isteon, Ford Credi t, and H ertZ. Segment 
selection was based upon internal organizational structure, the way in which these operat ions are managed and their performance 
evaluared by management and Ford's Board of D irecrors, the availabiliry of separare financial resul ts , and material iry considerations. 
Segment detai l is summarized as follows (in millions): 

1998 
Revenues 

External custorner revenues 
Intersegrnent revenues 

Total Revenues 
Incorne 

Incorne before taxes 
Provision for incorne taxes 
Net incorne 

Other Disclosures 
Depreciation/arnortization 
Interest incorne 
Interest expense 
Capital expenditures 
Unusual items 
Unconsolidated affiliates 

Equity in net incorne 
Investrnents in 

Total as sets at year-end 

1997 
Revenues 

External customer revenues 
Intersegrnent revenues 
Total Revenues 

Income 
Incorne before taxes 
Provision for incorne taxes 
Net incorne 

Other Disclosures 
Depreciation/arnortization 
Interest incorne 
Interest expense 
Capital expenditures 
Unusual items 
Unconsolidated affiliates 

Equity in net incorne 
Investrnents in 

Total as sets at year-end 

1996 
Revenues 

External custorner revenues 
Intersegrnent revenues 

Total Revenues 
Incorne 

Incorne before taxes 
Provision for incorne taxes 
Net incorne 

Other Disclosures 
Depreciation/arnortization 
Interest incorne 
Interest expense 
Capital expenditures 
Unusual items 
Unconsolidated affiliates 

Equity in net incorne 
Investrnents in 

Total as sets at year-end 

Autornotive Sector Financial Services Sector 
Auto-

motive 

$118,017 
3,839 

$121 ,856 

$ 5,829 
1,739 
4,040 

$ 5,181 
1,414 
1,089 
7,252 

° 
(64) 

2,191 
83,556 

$121 ,976 
4,749 

$126,725 

$ 6,257 
2,014 
4,196 

$ 5,346 
1,228 

904 
7,225 

o 

(117) 
1,782 

82,376 

$116,887 
5,001 

$121 ,888 

$ 1,973 
642 

1,274 

$ 5,406 
895 
749 

7,240 
o 

(53) 
2,245 

73,976 

Ford Other El irns/ 
Other Visteon Credit Hertz Fin Svcs 

$ 1,412l! $19,095 
16,350 208 

$17,762 $ 19,303 

$ 1,129 
420 
712 

$ 1,812 
680 

1,084 

$ 559 S 7,327 
58 

102 6,910 
861 67 

° ° 
26 2 

214 76 
9,223 137,248 

$ 1 , 217~ $ 17,144 
16,003 201 

$17,220 $ 17,345 

$ 825 $ 1,806 
308 727 
518 1,031 

$ 592 $ 6,188 
17 
82 6,268 

917 49 
o 0 

29 1 
195 84 

8,409 121,973 

$ 1,368 " $16,476 
15,111 229 

$16,479 $ 16,705 

$ 598 $ 2,240 
220 732 
381 1,441 

$ 510 $ 5,538 
16 
79 6,260 

969 44 
o 0 

47 0 
206 76 

7,906 121 ,696 

$ 4, 241 
9 

$ 4,250 

$ 465 
188 
277 

$1 ,186 

318 
317 

° 
° ° 8,873 

$ 3,895 
10 

$ 3,905 

$ 343 
142 
202 

$ 1,068 

316 
211 

o 

o 
o 

7,436 

$ 3,668 
11 

$ 3,679 

$ 256 
98 

159 

$ 975 

309 
194 

o 

o 
o 

7,649 

$ 1,997 
272 

$ 2,269 

$ (346) 
(20,678) 

$(21,024) 

$ 16 ,161~ S ° 
149 ° 

16,060 ~ (102) 

$ 45 $ 31 
(141) 

1,114 (668) 
120 ° 

15,955~ ° 

° ° ° ° 6,181 (7,536) 

$ 9,653 
266 

$ 9,919 

$ (258) 
(21,229) 

$(21,487) 

$ 1 , 708 ~ $ 0 
550 0 

1,205 E (232) 

$ 364 $ 25 
(129) 

3,523 (593) 
315 0 
269 c 0 

o 
o 

68,348 

$ 8,913 
985 

$ 9,898 

o 
o 

(9,445) 

$ (321 ) 
(21 ,337) 

$(21 ,658) 

$ 1,726 >!, $ 0 
474 0 

1,318 g (127) 

$ 336 $ 26 
(70) 

3,378 (376) 
204 0 
529 g 0 

1 
o 

58,694 

(2) 
o 

(7 ,054) 

Total 
Auto 

Sector 

$119,083 

° $119,083 

$ 6,958 
2,159 
4,752 

$ 5,740 
1,331 

829 
8,113 

° 
(38) 

2,405 
88,744 

$122,935 
o 

$122,935 

$ 7,082 
2,322 
4,714 

$ 5,938 
1,116 

788 
8,142 

o 

(88) 
1,977 

85,079 

$118,023 
o 

$118,023 

$ 2,571 
862 

1,655 

$ 5,916 
841 
695 

8,209 
o 

(6) 
2,451 

79,658 

Total 
Fin Svcs 
Sector 

$ 25,333 

° S 25,333 

$ 18,438 
1,017 

17,319 

S 8,589 

8,036 
504 

15,955 

2 
76 

148,801 

$ 30,692 
o 

$ 30,692 

$ 3,857 
1,419 
2,206 

$ 7,645 

9,712 
575 
269 

1 
84 

194,018 

$ 28,968 
o 

$ 28,968 

$ 4,222 
1,304 
2,791 

$ 6,875 

9,704 
442 
529 

(1 ) 
76 

183,209 

~ Includes sales ta outside labricators for inclusion in components sold ta Ford·s Automotive segment. These sales are eliminated in total Automotive sector reporting. 
b Includes $15.955 non·cash gain (not taxed) on spin·oH of The Associates in the first quarter of 1998 (Note 15). 
ç Includes $269 gain (not taxed) on Hertz IPO 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. $364 loss resulting from the write·down of 

Budget Rent·A·Car notes receivable in 1996 (Note 15). 



NOTE 17. Segment Infonnation (continued) 

"Other Financial Services" data is an aggregation of miscellaneous smaller Financial Services sector busi ness componenrs, 
including Ford Motor Land D evelopmenr Corporation, Ford Leasing Developmenr Compam', Ford Leasing Corporation. and 
Granite Managemenr Corporation, and certain unusual transactions (foornoted), Also incl uded is data fo r T he Associates, which 
was spun off from Ford in 1998, 

"Eliminations/Other" data includes inrersegmenr eliminations and minori ry inreres t calculations . Data for "Depreciation/amllr­
tization" includes depreciation of fixed assets and assets subject to operaring leases and amorrization of special too ls, Inrerest 
in come for the operating segments in the Financial Services sector is reporred as "Revenue", 

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

Geographie Areas United Ali 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 (U naudited) 
(in millions, except per share amounts) 

Automotive Sector 
Sales 
Operating income 

Financial Services Sector 
Revenues 
Income before income taxes 

Total Company 
Net income 

Less : 
Preferred stock dividend 

requirements 
Income attributable 

to Common and 
Class B Stock 

AM OUNT S PER SHARE OF 
COMMO N AND CLASS B 
ST OCK AFTER PREFERRED 
STOCK DlVIDENDS 

First 
Quarter 

$29,076 
1,806 

7,508 
16,813 

17,646 

95 

§17,551 

1998 
Second Third 
Quarter Quarter 

$31,309 $26,494 
2,922 777 

5,980 6,146 
590 645 

2,381 1,001 

4 4 

§ 2,377 § 997 

1997 
Fourth First Second Third 

Quarter Quarter Quarter Quarter 

$32,204 $30,037 $32,805 $28,196 
1,180 1,704 2,444 846 

5,699 7,277 7,460 7,900 
390 830 1,199 912 

1,043 $ 1,469 $ 2,530 $ 1,125 

4 14 14 13 

§ 1,039 ~ 1,455 ~ 2,516 ~ 1,112 

Fourth 
Quarter 

$31 ,897 
1,952 

8,055 
916 

$ 1,796 

13 

~ 1,783 

Basic income 
Diluted income 
Cash dividends 

$ 14.48 $ 1.96 $ 0.82 $ 
0.80 
0.42 

0,86 $ 
0,84 
0.46 

1.23 $ 
1.20 
0.385 

2.11 $ 0.93 $ 1.48 
1.45 
0.42 

14.23 1.91 2.06 0.91 
0.42 0.42 0.42 0.42 
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Eleven-Year Financial Summary 
(dollar amounts in millions, excepr per share amounts) 

SUMMARY OF OPERATIONS 

1998 1997 1996 1995 1994 1993 1992 1991 1990 
Automotive Sector 
Sales $119,083 $122,935 $118,023 $110,496 $107,137 $91 ,568 $84,407 $72,051 $81 ,844 
Operating income/(Ioss) 6,685 6,946 2,516 3,281 5,826 1,432 (1 ,775) (3.769) 316 
Income/(Ioss) belore income taxes and 

cumulative effects 01 changes in 
accounting principles 6,958 7,082 2,571 3,166 5,997 1,291 (1,952) (4,052) 275 

Income/(Ioss) belore cumulative effects 
01 changes in accounting principles ~,.Q 4?52 4,714 1,655 2.056 3,913 1,008 P ,534) ~3 , 186) 99 

Net income/(Ioss) 4,752 4,714 1,655 2,056 3,913 1,008 (8,628) (3.186) 99 

Financial Services Sector 
Revenues $ 25,333 $ 30,692 $ 28,968 $ 26,641 $ 21,302 $16,953 $15,725 $16,235 $15,806 
Income belore income taxes and 

cumulative effects 01 changes in 
accounting principles 18,438 3,857 4,222 3,539 2,792 2,712 1,825 1,465 1,220 

Income belore cumulative effects 01 
changes in accounting principles .b.,Q,e 17,319 2,206 2,791 2,083 1,395 1,521 1,032 928 761 

Net income 17,319 2,206 2,791 2,083 1,395 1,521 1,243 928 761 

Total Company 
Income/( Ioss) belore income taxes and 

cumulative effects 01 changes in 
accounting princip les $ 25,396 $ 10,939 $ 6,793 $ 6,705 $ 8,789 $ 4,003 $ (127) $ (2,587) $ 1,495 

Provision/(credit) lor income taxes 3,176 3,741 2,166 2,379 3,329 1,350 295 (395) 530 
Minority interests in net income 01 

subsidiaries 149 278 181 187 152 124 80 66 105 
Income/(Ioss) belore cumulative effects 

01 changes in accounting principles 
Ê , Q , ~,Q.,!l.. 22,071 6,920 4,446 4,139 5,308 2,529 (502) (2,258) 860 

Cumulative effects 01 changes in 
accounting principles (6,883l 

Net income/(loss) $ 22,071 $ 6,920 $ 4,446 $ 4,139 $ 5,308 $ 2,529 $ (7,385) $(2,258) $ 860 

Total Company Data Per Share of Common 
and Class B Stock 1 

Income/(Ioss) belore cumulative effects 
01 changes in accounting principles $ 18.17 $ 5.75 $ 3.73 $ 3.58 $ 4.97 $ 2.27 $ (0.73) $ (2.40) $ 0.93 

Income/( Ioss) 
Basic 18.17 5.75 3.73 3.58 4.97 2.27 (7.81) (2.40) 0.93 
Diluted 17.76 5.62 3.64 3.33 4.44 2.10 (7.81) (2.40) 0.92 

Cash dividends 1.72 1.645 1.47 1.23 0.91 0.80 0.80 0.98 1.50 
Common stock price range (NYSE) 

High 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 
Low 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 

Average number 01 shares 01 Common and 
Class B stock outstanding (in millions) 1,211 1,195 1,179 1,071 1,010 986 972 952 926 

a 1989 includes an after-tax loss of $424 million from the sale of Rouge Steel Company. 
b 1994 includes an aErer-tax loss of $440 million from the sale of Granite Savings Bank (formerly Firsr Nationwide Bank). 
c 1995 includes a gain of $230 million from the dissolution of Autolatina, Ford's joint venture with Volkswagen AG in Brazil and Argentina. 
d 1996 includes gains of $650 million on the sale of The Associares' common stock and $95 million on the sale of USL Capita!'s assets, offset 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 Hern common stock. 
i. Share data have been adj usted to reflect stock dividends and stock splits. Corn mon stock price range (NYSE) has been adjusted !o reflec! 

The Associates spin-off. 
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1989 1988 

$82,879 $82.193 
4,252 6.612 

5,156 7.31 2 

3.175 4.609 
3,175 4,609 

$13.267 $10.253 

874 1.031 

660 691 

660 691 

$ 6,030 $ 8,343 
2,113 2,999 

82 44 

3,835 5.300 

$ 3,835 $ 5.300 

$ 4.11 $ 5.48 

4.11 5.48 
4.06 5.40 
1.50 1.15 

18-31/64 18-17/64 
13-47/64 12-41 /64 
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Eleven-Year Financial Summary (continued) 
(dollar am ounes in millions, except per share amounes) 

SUMMARY OF OPERATIONS (continued) 

1998 1997 1996 1995 1994 1993 1992 1991 1990 1989 1988 
Total Company Balance 

Sheet Data at Year-End 
Assets 

Automotive Sector $ 88,744 $ 85,079 $ 79,658 $ 72,772 $ 68,639 $ 61 ,737 $ 57,170 $ 52,397 S 50,824 $ 45 ,819 $ 43.128 
Financial Services Sector 148,8Q1 l!i!4,018 183,209 170,511 150,983 137,201 123,375 122,032 122,839 115,074 100 ,239 

Total as sets $237,545 $279,097 $262,867 $243,283 $219,622 $198,938 $180,545 $174.429 $173.663 S 160.893 $143.367 
Long-term debt 

Automotive Sector $ 8,713 $ 7,047 $ 6,495 $ 5,475 $ 7,103 $ 7,084 $ 7,068 $ 6.539 S 4,553 S 1,137 $ 1,336 
Financial Services Sector 55,468 73,198 70,641 68,259 58,104 47,900 42,369 43,680 40.779 37 ,784 30,777 

Stockholders ' equity R 23,409 30,734 26,762 24 ,547 21 ,659 15,574 14,753 22,690 23,238 22 ,728 21 ,529 

Total Company Facility 
and Tooling Data 

Capital expenditures lor 
lacililies (excluding 
special tools) $ 5,109 $ 5,695 $ 5,362 $ 5.455 $ 5,236 $ 4,339 $ 3,613 $ 3,611 $ 4,702 $ 4.412 $ 3.148 

Depreciation 11,393 10,404 9,519 8,954 7,207 5.456 4,658 3,956 3,185 2,720 2.458 
Expenditures lor special 10015 3,508 3,022 3,289 3,542 3,310 2,475 2,177 2,236 2,556 2,354 1,634 
Amortization 01 special tools 2,936 3,179 3,272 2,765 2,129 2,012 2,097 1,822 1,695 1,509 1,335 

Total Company Employee 
Data - Worldwide 

Payroll $ 16,848 $ 17,187 $ 17,616 $ 16,567 $ 15,853 $ 13,750 $ 13,754 $ 12,850 $ 14,014 $ 13,327 $ 13,010 
Total labor costs 25,731 25,546 25,689 23,758 22,985 20,065 19,850 17,998 18,962 18,152 18,108 
Average number 01 employees 345,175 363,892 371 ,702 346,989 337,728 321 ,925 325,333 331,977 369,547 366,641 358.939 

Total Company Employee 
Data - U.S. Operations 

Payroll $ 10,639 $ 10,840 $ 10,961 $ 10,488 $ 10,381 $ 8,889 $ 8,019 $ 7,393 $ 8,313 $ 8,654 $ 8,477 
Average number 01 employees 173,899 189,787 189,718 186,387 180,861 166,995 158,501 156,203 180,228 188,402 185,651 

Average hourly labor costs h 
Earnings $ 24.30 $ 22.95 $ 22.30 $ 21 .79 $ 21 .81 $ 20.94 $ 19.92 $ 19.10 $ 18.44 $ 17.77 $ 17.39 
Benelits 21.42 20.60 19.47 18.66 19.13 18.12 19.24 17.97 14.12 13.21 13.07 

Total hourly labor costs $ 45.72 $ 43.55 $ 41 .77 $ 40.45 $ 40.94 $ 39.06 $ 39.16 $ 37.07 $ 32 .56 $ 30.98 $ 30.46 

_g The cumulati ve effects of changes in accouming principles reduced equiry by 56,883 million in 1992. 
j1 Per hour worked (in dollars). Excludes data for subsidiary companies. 
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Summary ofVehic1e Unit Sales JI 
(in rhousands) 

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 4,131 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 cou nt ries 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 international 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 Q. 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 weil as units manufactured by Ford and sold ro other 
manufacrurers. 

b Ford's rracror operation, Ford New Holland, was sold on May 6, 1991. 

Supplementary Disc10sures 

1998 1997 
First Second Third Fourth First Second Third Fourth 

Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter 

Common Stock Price 9,. 

High $43-5/8 $59-1/8 $61-7116 $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 Stoek Exchange composite interday priees as provided by the www.NYSEnet.eompricehistorydatabase.Allpriees prior to 
April 8, 1998 have been adjusted to reflect the Assoeiates First Capital Corporation spin-off. 
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Employment and Payroll Data 

ln 1998, average worldwide employment decreased 5.1 % reflecting divestirure of The Associates, offset partiallv bv 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 1991 
United States 173,899 189,787 
Europe 105,351 104,014 
Other 65,925 70,091 
Total 345,175 363,892 

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

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

ln 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 M oror Company and Ford Credit Company 

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

Job Categories 1> 
African-Americans His~anic-Americans Other Minorities ..c. Women 
1998 1997 1998 1997 1998 1997 1998 1997 

Officiais 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% 7.1 % 2.1% 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% 

.?- lncludes Ford Moror Company and Ford M oror Credit Company only . 
.b. Excludes sales workers (retail), a job caregory that is not applicable ro Ford. 
ç, lncludes Asian-American, Pacific Islanders, American lndians or A1askan 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 di rectly with questions abo ut your share account or requests for transactions. 

Mail: 
Ford Shareholder Services 
First Chicago Trust Company 
PO. Box 2566 
Jersey Ciry, New Jersey 07303-2566 

Telephone: 
Within the U.s. and Canada: (800) 279-123"' 
Outside the U .S . and Canada: (201) 324-0T2 

E-mail: Ford_Team@em.fcnbd.com 

COMPANY INFO RMATION 
Information about the company is available from: 

Mail: 
Ford Motor Company 
Shareholder Relations 
The American Road 
PO. Box 1899 
Dearborn , Michigan 48121- 1899 

Telephone: 
Within the u.s. and Canada: (800) 555-5259 
From Ourside the U.s. and Canada: (3 13) 845-8540 
Facsimile: (3 13) 845-6073 

E-Mail: stockinf@ford .com 

SHAREHOLDER AND INVESTOR RELATIONS O N-UNE 
Shareholder and Investo r Relations is a part of the Ford MotOr Company World \Vide Web home page at www.ford.com . 

ln addition tO company product and services information, users can obtain 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 SELU NG STOCK 
Ford Common StOck is listed and traded on the New York and Pacific Coast Stock Exchanges in the Uni ted 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 StOck Exchange only. 

Ford MotOr Company Common StOck may be bought or sold through a broker or financial institution that provides brokerage 
services. In addition, First Chicago offers the DirectSERVICP" Investment and StOck Purchase Program for shareholders of record 
and first-time investOrs of Ford MotOr Company Common StOck. This shareholder-paid Program provides a low-cost alternative tO 
tradirional retail brokerage methods of purchasing, holding and selling Ford Common StOck. Contact them d irectly for detai ls. 

Ford Series B Depositary Shares and Ford MotOr Company Capital Trust 1 TOPrS must be bough t or sold through a broker or a 
financial institution that provides brokerage services. Neither the company nor First Chicago deals directly wi th investOrs for purchase 
or sale of these issues. 

ANNUAL MEET ING 
The 1999 Ann ual 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 , MI 48226. Notice of the Annual Meeting, a Proxy Statement and voting card wi ll be mailed tO share­
holders in advance of the Meeting. 

ANNUAL REPO RT CREDITS 
The Ford MotOr Company Annual Report is designed, written and produced each year by a cross-functional Ford team. T he 1998 

team members are: 

Team Leader: 
Editor: 
Editorial Services: 
Art Direction and Design: 
Photography: 
Photo Captions: 

Mel Stephens, DirectOr, Corporate Communications and Investor Relat ions 
Steve H arper, Manager, Shareholder Relations 
Linda Bermingham , Tom Morrisey and Chuck Snearly 
Pat Barney and Tom Rada 
John Abbott (Chairman's photO) and Tom Wojnowski 
Carrie Pygott 

Digi tal imaging rechnology has been used for retOuching and to produce sorne composite photOS in this report. The report was 
printed by the Avanti Case-H oye Corporation of Rochester, New York. 
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N~l 
A logo of the Ne\\" York Stock Exchangc which sign ifi es that Ford MotOr Company is listed on the Excha nge 
with a trading symbol " F. " 

The logo of the three-year alliance betwecn Ford and the C hildren's Television Workshop to cducatc millions of familie, 
about the importance of children sitti ng in the back seat and buclJing up. ,i 1999 Children's l è levision Workshop. Se,amt 
Street Muppets if 1999 The Jim Henson Company. 



What to drive on the Information Superhighway. 

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

mati on and the latest news about our Company, our design & technology, our envi-

ronmental initiatives and our great history. But in 1999, www.ford.comis 

writing a whole new chapter in automotive history with our entry into e-business. 

~ 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 o ffice r, a service contact and a doser tie to our Company 

and dealerships. ~ The Internet is an extraordinary way to connect with customers. Ir 

can provide dynamic information, customized service and a deeper, ri cher 

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 rel a-

tionships with an estimated 4 million new vehide 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 vehides 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 stan 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 bl' simply typing 

in www.b uye rconnection .com 

b 



How to visit your dealer in your pajamas. 
Now that you've built yOuf 

vehicle, www.ford.com will help 

maintain it. And there's no reason 

to even get dressed. 

DealerConnection will be 

introduced throughout 1999. 

DealerConnection websites will 

keep you in touch with yOuf dealer. 

Click right through to yOuf 

dealer's website, find their hOUfS 

of operation and meet the 

people who work there. 

Vou can e-mail a request for a 

Quality Care Maintenance visit and 

it'll even draw you a customized 

map to the dealership. 

Visir vour dealer on-l inc 

rhrough rhe ",,,,,,,.ford.com home page b,· 

c1 icking on Find a Dealer. 

o 



How to contact us 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 information 

on Qualiry Care service for your 

vehicle and peruse your owner's 

guide and warranry booklet. 

You can even discover special 

offers from companies like Hertz 

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 cusromized one-on-one 

customer service that makes 

it fun, fast, easy and efficient 

ro do business with Ford 

Moror Company. Register 

roday and get in the 

driver's seat. 

Visit O wnerConnection by si m ply ryping 

in VAvw.ownerconnecrion.com 

b 



How to buy a new Thunderbird 
for under $35. 
www.ford.com.s iCollection is the 

place to shop for Ford Moror 

Company clothing, collectibles 

and gifts. Its secure, convenienr 

environmenr currently fearures 

products from Ford, Lincoln, 

Mercury, Mustang and Ford 

Racing, including scale models 

of your favorite vehicles. At 

Ford Rorunda on-line, dealers 

can shop and order anyrhing 

from brake lathes to lifts, 

getting their equipmenr 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 

in 150 countries. www.ford.com 

lets you visit anywhere 

from American Samoa 

to Zimbabwe. 

See Ford around the world by 

clicking on Visit Ford World Wide From 

the www.ford.com home page. 

a 



How ta learn more. 

• 

www.ford.comis 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 DirectSERVICpM 

Investment and Stock Purchase 

Program. 

Visit www.ford.com today. 

• ,. . 

Get shareholder in fo rmation by sim ply rypi ng 

in www.shareholderJord .com 

b 

FORD M OTOR COMPANY wwwJ ord.com 
L INCOLN www.lincolnvehicles.com 

MERCURY www.mercuryvehicles.com 
FORD wwwJordvehicles.com 

MAzDA www.mazdausa.com 
JAGUAR www. jaguar. com 

AsTON MARTIN www.astonmartin.com 
FORD CREDIT www.fordcredit. com 

QUALITY CARE www.qualirycareservice.com 
H ERTZ www.herrz.com 

V ISTEON www.visteon.com 
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