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Welcome backafter lunch. Very pleasedto have with us Joe Hinrichs fromFord Motor
Company. Joe is the EVP and President of Global Operations, which basically means he
and Jim Farley are the two direct reports on the operating side into CEO Jim Hackett.
He's been at Ford fora long time doing awhole bunch of stuff, most recently Americas.
Many of you know himas a--from product development, planning, manufacturing, global
manufacturingand labor affairs, material planning, so he really knows Fordwell, the
operations sideand the auto industry well.

Justtogetitgoing, let's do a couple of ARS questionsto baseline it,and then I'll aska
couple atthe end. So again, use your voters. So if you could bring up ARS Question
Number 1 for Ford. Do you currently ownthe stock?

So my answeris Number 1. You guys already knowthat, though. It's public knowledge.

72% non-owners, butactually very little shortage risk. We had one company that was
50/50 earlier. And Number 2, general bias towards thestock. Bell curve tilting towards
the negative. So with that, Joe, why don't you tell us about some of the developments at
Ford?

Allright, thanks, Brian. Good afternoon, everyone, sowe'll see if we can influence a little
bit of that bias. So what | wanted to do today was start out with the framework we've
been using. JimHackett's been leadingin a lot of the conversations around Creating
Tomorrow Together, andthis is a frame we use for creating value. Andin the middle
there you'llsee our plan, talking about how we are focused on products and deep
customerinsight.

I'm going to spend mostof my time today on fitness, whichis that lower left box | know
there's beenalot of questions in anumber ofthe conversations we've had with investors,
but also with the media and others around, "What does fitness really mean, and canyou
give us some more concrete examples? Andhowdoes it fit into what you're tryingto
accomplish?" So I'mgoing to spend some time diving a little bit more deeply into a
couple of ourinitiatives--three, actually, of ourinitiatives in fithess today around
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complexity, around CapExreuse, and around yield management, and give youa little bit
more exposure to theredesign that's going on inside the company--frankly, a more
fundamental redesignthan anytime I've been at the company in 18 years--or what's going
on in the process side of the business to make it more fit or more competitive.

And fitness is allabout being competitiveand beingable to compete. It's more thanjust
cost. Of course, cost is very important. It's efficiency, it's speed, it's time to market, all
those things. So we'll talk a little bit about all of that today whenwe dive into it.

Nowwe've never shown this before, butthese are the 18 initiatives--there were 19; we
consolidatedtwo into one--there are 18 major initiatives going onas partofthe fitness
redesign efforts across the company. I'mgoing to focus on the three that are in the red
boxtoday.Butyoucansee thata number ofthe parts of the organizationare engagedin
leading parts ofthe processes thathelp with our competitiveness and go-to-market.

On the bottomyou'llsee smart redesign. That's how we're organized in our structure of
ourbusiness. Andthen enterprise product line management. That's a new organization
that's been established to managethe product lines acrosstheglobein both the nearterm
and long term. And I'll spendtime on these three, butthis gives you a perspectiveon how
broad-basedthe work s on fitnessand what it looks like across the enterprise. Everything
from IT, manufacturing, marketing and sales, productdevelopment, purchasing/material
costs, which we're allinvolved in that, and some that are more cross-functional. We can
seealotof themare in the manufacturingspaceandIT. Those report to me as well as the
global order-to-delivery andsome of the other things that we're working on.

So let's dive in. The first one we'll talkabout is complexity management. Now anybody
that knows the auto industry knows complexity has beentalked about probably since
afterthe Model T was successfuland GM startedto try to goafteradifferent approachto
customers. Complexity is really an important subjectin our business. It's usually captured
in kind of two areas. One is what are the order configurations or the complexity of the
order--what youcanbuyand what you canorder and whatwe can build. Andthe otheris
around number of parts, to keep it rather simple at a high level.

And we have anumber of initiatives going onacross the organization toattack this
complexity. Now complexity has away of affecting so many parts of the business, we
can't spendtime on all of that today. But you thinkaboutthis. In the manufacturing
system, of course, complexity leads toa lot of laborallocation, floor space allocation,
even sequencing of parts, et cetera. But on the dealer side of things, the customer-facing
side, today people goonline and they'llbuild and price a vehicle and they'litry and find
it. And if you havea million configurations available onyour Build Online, chances are
you're not going tofind that vehicle whenyou go look for it at a dealership.

Nowall of thesethingsare interrelated becausethey allinfluence each other. And just
like those 18initiatives on thefitness chartshowyou, mostofthese things interlock
together,and I'll try and place themout.

Butwe've started our focus in North America which is, of course, our biggestbusiness
and where we generate mostofour profits. Andwe took the first 20 nameplates in North
Americaand we've reduced the orderable configurations by about 70% to 90% for the
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next generation ofthevehicles. And I'll give you some examples of things thatwe're
doing. We'vealso--sothat means, forexample, you go froma million to, in the case of
some of ourmore complicated vehicles like trucks and vans, whereyougo fromthe
millions to a smaller number. But on the cars and the SUVs, you go down toeven smaller
numbers. I'll talk about that.

It's all about capturing value. So if you do it after the fact, you do capture value by being
able to make it more likely for a customerto find their vehicle on the showroomorin the
dealer's lot orbe able to find the vehicle. But if you do it beforehand whenyou're
developing a vehicle program, you can greatly simplify the complexity of what you 're
testing, also whatyou're designing, engineering, testing, and then toolingup at the
supplieroryourself. That's where thereal benefits come in. That's where we're goingto
seethe longer-termvalue.

So let me give you some examples of where we are. When you're looking at the Explorer
programfor 2020, we have a brand-new Explorer coming next year. It's a really exciting
vehicle. Bxplorer is numberone in its segment, sosince 1990 there have been no
nameplates sold, more SUVs in the US market than the Explorer.

Now we sawthe BExplorer. Althoughwe only build it in one plant right now, we actually,
as far as built-up units, we build it in Chicago. Andwe're capacity constrained. So we
were diving into the part numbers and allthe complexity of the Explorer programas we
get ready to launch the newone next year, and we identified anumber of partstied to
(inaudible) or regulation for unique markets, because almostevery market has unique
configurations or unique requirements.

And we identified thatabouthalf the markets that the Explorer was going to were selling
less than 100 units a year in a constrained plant with constrained volume. So one of the
things that thatdataallowed usto do was to go afterand analyze those, and we have
taken those out ofthe program. So going forward, we won't be selling to these countries
thatare in red because thecost of doing business there and the complexity that it brought
wasn't worth thetrip for less than 100 vehicles.

Nowwe can sellall the Explorers we can make, so that's one ofthose situations where
that's pretty much a no-brainer. But it allows us as digging into thedata on the part
numbers andthe complexity andthe build configurations exposes things like this and
allows us to take it out ofthe programso we can be more profitable, butalso cannot
spendthe engineering resources andthe other resources for (inaudible) in the markets, et
cetera, to do that.

Let me give you anotherexample ofnext year's Explorer as well. So on the current
Bxplorer, which again, is the number-oneselling SUVin its segment, the sidemirrors on
the side of the car, on bothsides, we have 139 mirrors. That's whenyoustart getting,
you're crazy about whathappens in the auto industry. Why is that? Because we allow
blind spot monitoringto be an option, so every configuration caneither have blind spot
monitoring or not. Andwe color-matchthe skullcap of the side mirror to the body color,
which designers love becausethey thinkit looks even better.
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On the 2020 modelyear Explorer, though, we said, " Listen. As part of our Co-Pilot 360
programofstandardizing safety features, we're going tostandardize blind spot
monitoring, because actually, it has a very high takerate and it's actually one ofthe
highestcustomer satisfaction safety features out there. If you don't have it, once you have
it, you'llget used to it." And thenwe went--so that's standardizing that. And thenwe said,
"You knowwhat? Let's make all the skullcaps just high-gloss black like a lot of our
competitorsdo." And the combination of those two actions gotus downto 25 mirrors,
which is still a lot, but you can see-firstofall, there's one oneachside, sothe minimum
you can have is two. But you cansee how this works.

Andwe'd go part by part by part,and we'd go product by product to attack all of this
complexity in ourbusiness. Let me showyousome more benefits.

So on the Fusion, which we currently are producing in Hermosillo, Mexico, here in North
America, we had about 2,000 orderable configurations. So you could build about 2,000
different types ofa Fusion, depending on what power train, hybrid, non-hybrid, et cetera;
colorcombinations, et cetera. And what we did is we cut that down to about 30 for the
last several months, andthe dealers, about85% of what the dealers ordered was in just 12
configurations.

What it allowed us to do was it took us on average 80-some days to deliver the vehicle
from Mexico to the dealershipsin the US, and it cut it by 63%, into the 30s. Just by
reducing that complexity, we could turn the entire systemmuch more quickly because,
one,you're buildinga lot more quantity of the same units, buttwo, the complexity
reduces everything in the systemand makes everything flow faster. That's justa real-time
example. That's beenin the last couple of months. That's real.

Next yearwhen we launch the new Escape, which is allnew next year at Louisville
assembly plant, we're taking the configurations down toabout 25. In the currentmodel,
they're in the thousands. Whenwe do that, thatallows us to then batch build, which is
much more efficient for paint. It's also more efficient for sequencing because you're
sequencing in kits of60 as opposedto one by one. Andthatsaves us about $70a unit just
in sequencingaloneby taking those configurations down. So it's just another example.

Anotherexample | have is a next-generation SUVwhich we haven'tannounced yet. We
tookthe configurations downwhenwe're developing the vehicle. Just testingaloneis
reduced by $20 million by not havingto test more configurations because ofthe--so it
just plays out overand overagain.

So how s that connectedto therest of thefitness initiatives? Well, it starts with oncewe
getto ourflexible architecture strategy with our modular catalogue, the modular
catalogue fits into the limits of the orderable configurations which, by definition, have
now standards they haveto meet forall of our product milestones, so they fit together
very nicely. If we are going to allowonly, let's say, 20-some configurations, buildable
configurations ofa vehicle, it's pretty easy to standardize what's going to beon what
vehicle, and thenwe can designthemodules that build up thatvehicle accordingly and
testaccordingly, toolup our suppliers, et cetera. There's tremendous valuein here. I just
gave you some examples. Tremendous value throughoutthe systemto doingthis.
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Now every automaker deals with this and every automaker talks about it. But what we
have done is systemically ingrained the dataand the processes to our product milestones,
and there are nowrules you can't violate when it comes to next-generation product
programs and howwe're doingthis. And ultimately, we see, especially when it comes to
ourorder delivery times, another oneofthe initiatives in our fitness redesign efforts,
tremendous value in this complexity reduction contributing toa much faster cycle time of
howwe manufacture vehicles and get themto our customers through our dealers.

Allright, the next one I'm going to highlightis capital equipment reuse. Having spent a
lot of my careerin manufacturing, this one is nearand dear. There's an age-old issue
between product development and manufacturing in the design community about how
much leeway can you givethe designers to make--and freedomto make the vehicles new
and different and changed while also leveragingall the capital you've spenton thecurrent
generationvehicle? It's allabout how the two organizations work together to keep the
hard points, to start with an expectation around what's going tobe reused. And then from
there, allow freedomin the designand freedomin the ability to do what youwantto do.

Now since we have 90-some plants worldwide, we have a lot of capacityanda lot of
capitalalready spent ontooling, fixtures, and equipment. So it's a big deal to us to invest
in the time and energy to set the expectations with our productteamsand our
manufacturing teams and guide through our milestone process with our new vehicle
programs to do that. Throughthis process, we've already identified $1.5 billion of
additional capital savings over the 5-year business plan period incremental to what we
already were assuming by justcontinually working the process overandoveragain. So
again, we set guardrails, we set targets, we set authority levels, and we move forward.

So here's examples ofhowthis works. You have a bill of process design foryour
manufacturingsystemand you have to followthat bill of process; that's a no-brainer. But
carrying on the build sequence is incredibly important when it comes to howwe use
capital. You have to keep the hard points in the body shops, especially in the paintshop,
to be able to take advantage of not having newtooling--a need for newtoolingand a need
for newequipment. Andthen, of course, the whole locatingstrategy. lwon't bore you
with the details here.

The key point here is that we'vedeveloped all the different requirements and agreedto
themwith manufacturingand product development. Nowthis goes back to, okay, the
flexible architecture strategy. Knowingthat, thearchitectures are designedto fit into the
current existing footprints and hard points as we develop forward. All of this feeds off
each otheraswe lookto go forward.

Here are some examples of the targets we've set for the new program. So if we have a
minor freshening, there'sa much higher expectation around reuse. These are the
minimum thresholds, so nobody can violate those without getting some signatures from
people like myself. Or on major platformchanges, obviously, youallow for more
freedom, depending on what's going on. But major platformchanges don't happenthat
frequently. They shouldn't happenthat frequently. Especially oncewe line up with our
five flexible architectures, we should be reusingthosearchitectures.
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So again, this is all about return oninvested capitaland making surethatour precious
capital is prioritized for the right parts of the business and that we designthe business
around freeing up that capital and not using it.

The last area I want to spend a little bit more time in is on yield management. Again, a
very important topic notnewto theautoindustry. But we've setup anumber ofnew
processes, a lot driven largely by allthe data we now have through our global data
insights analytics group to be able to take all this data and run thebusiness in newand
better ways on whatincentives do we use, what inventory, where does our product go,
what decisions we make about where should that allocationgo, and of course, pricing,
advertising, et cetera. A lot of work going on between the marketing andsales
organization worldwide. We started in North America. This is fully ingrained in the
North America business. It's now beenstarted in Europe andit's migrating to China next.
So we're already up and running. Andthe teams in North America are running the
businessday to day by havingrooms full of data by eachnameplate, each productthatwe
have, and making decisions aroundthat in realtime. I'll share some of that with you.

Sowhen we look at yield management, we tendto think of it in terms of margin and in
days to turn. So howfastis something selling? Howfast is it turning? You can also
overlay inventory onthis, but for simplicity's sake, let's just stay with margin. So
obviously, higher margin's betterand faster turns, or lower days, is better. So you really
want to be in that top left--on this diagram, you wantto be in the top left cornerifyou
can be there, becausethat's really fast turns and high margins.

Butthe industry tends to lookat things at a vehicle level. Andifyou lookat thingsat a
vehicle level,anameplate level, it's averagedacross all the markets in, say, let's say the
United States, across allthe trim levels, all the series and mix and that kind of thing. And
that average kind of shows youwhere the average days of turn, average margin is. It
doesn'ttellyou enoughto knowwhat to do and howto act. In fact, you can wastea lot of
money taking actions based onthe average because each part of the market--let's stay in
the US--is very different.

So let's take some examples and see how the one-size-fits-all approach doesn't really
work. Nowthere's no numbers on these X and Y graphs becausewe don't wantyouto
knowwhat vehicles we're talking about and what margin we're talking about. But the
average contribution margin per vehicle is thatline, that dashed line you see across on the
horizontal, and then the average days ofturn is that vertical dashed line. Now what these
are, the colors represent different series or trims on the vehicle. So think of if you had an
Bxplorer, you've got allthe way up fromPlatinum, you've got XLT, et cetera, oryou've
gotan F-150, you have King Ranchandyou have Raptorandyouhave XLand XLT, et
cetera.

The circles representthe 21 different regions in the United States. Webreak up ourselves
by regions. Andthe size ofthe circle is the volume. So when youlookat this, you can
start to see outliers. Remember, we want to get to the upper left. But if you look at the
color--let's stay with the light bluefora second in the middle there. You can seethere’s
one sales region where the bubble there is turning a lot faster thanall the rest of them. So
then the question is why. Andthenwe could golook at the data. Are they advertising
more? Do they have more inventory? Aredealers doingsomething different in that
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region? Is that region just naturally inclined--because you can look at the segments here
in that region--is thatnaturally inclinedto sell more of whatever this productis?

Butyou can also see there's a lot of big difference betweenthe seriesand mix. So
obviously, youwant to be driving as much towards the higher mix froma margin
standpoint, which has been a big deal for Ford this yearin North America. A lot of our
success this year has come fromseries and mixand driving more throughthis data
analysis.

So what this doesiis it allows you, then, to start taking actions. And oneofthe things
that's really coolaboutwhat the North America teamis doing is every day, they're going
in thatroom, looking at the data andthey're taking actions. They're trying things, because
you can do somethingin a sales region like New York, New York City orin Chicago
area. You can do something, try it. If it works, then you cascade it and do somethingall
acrossthe nation. Ifit doesn't work, you kill it and you move on as opposedto a
nationwide initiative.

It could be advertising. It could be inventory, howwe're allocating the mix and allocating
inventory. It could be pricing, incentives, backingop. So this is howwe're runningthe
business. It de-averages the data and allows us to make good decisions and move
forward.

Here's another example. You can see, again the colors with different series, and you can
see the different circles, which representthe different sales regionsand the volume
accordingly. This one's a little bit more balanced. But you can see theoutliers. So if
somethingis turning fast buthas lower margin, then we should actually slowdownthe
turn. We should actually raise the price or do something to get themargin up, becausethe
turn doesn't needto be that fast for thatmargin. If you're in the bottomleft corner, we
need to take an action. Ifyou're in the bottomright corner, what doyoudo? Andyou can
see the outliers again. The questionis why? On good and bad, what canyoudo
differently about it?

And the data setsus free to try things outand exposethings. And we 've had very much a
brutalapproachto allocating inventory where we're constrained towhere the markets are
most productive froma margin standpoint andaturn standpoint. So this gives youa sense
for howwe're doing it.

We have aprocessin place, of course, to managethis because it's a big business and
there's alot to manage here. lwon't go throughall of these details here, but you cansee
we have a strategy and a framework in place on howwe're going to managethis globally
as well as within the markets.

And thenwe do this at a global levelas well. On products thatwe sellaround the world,
we will allocate to the markets based onthe same kind of data, based on prioritization of
margin and turnsand how dowe leveragethat. And it kind of creates an opportunity for
the othersto learn about best practices as well. So everything fromadvertising to
incentives andeverything are relatedto this.
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And thenyoucan see that it allows us, one, to play defense. If we see competitors doing
stuffto us, itwill showup in ourturns, it will showup in ourmargins. It also allows usto
play offense where we see opportunities. We canreallocate inventory to certain markets
if they're doing better, orwe can take more aggressive stances on incentives or spending
or advertising, whatever. But this process thatwe've nowembarked on allows us to do
that around the world.

Now, just wrappingup, thoseare just 3ofthe 18. | could go into a lot more detail, but it
gives youa little bit more depth of understanding of the process changes we're putting in
place. A lot of it's driven by dataand a lot of it's driven by guardrails and process changes
to fundamentally change how we do business to getmore fit and stay there going
forwards.

And I've been around, as I said, at Ford 18 years. We had a massive restructuring of the
businessin the '06, ‘07, '08, '09 time period. Nowwe're going through a massive redesign
of the business, which will lead to some restructuring. We've already announced that
we'll, obviously, be doing some significant restructuring. But it's the redesign ofthe
businessthatreally will set us upforthe futureand free up capitalandallow us to
compete going forward. And those are the benefits of fitness.

Sonowwe'll goto Q&A. Brian, are we all set?

Yes. So let's get acouple of ARS questions out while we also circulate the microphones.
ARS Question Number 3. Do you think (inaudible) consensus of 132 for 2019 is too
high, too low, orjust aboutright?Oh, too high, too lowand about right.

And then I guessthe next one, what'sthe rightmultiple for Ford off of 2019? 5x to 6x, 7x
to 8x Okay.Reactionsto that, Joe, either on the EPSside orthe multiples?

I'm not giving any guidance for 2019 today, so interesting. | like the bias towards 7x to
8%, leaning towards 7xto 8x

Questions fromthe audience? Right here there's one. Okay.

Hello, (inaudible) from Alba Capital. | thinkit's a very good presentation, but I would
have said, | would havehopedyou've done all ofthis forthe past10years already. So
why nowand what is the reason why it took so long? Then secondly, and this is themore
important question, if I split the initiatives intotwo, yield management should be very
quick, right? We should seethe results literally within the next month or quarter because
that goes straight tothe bottomline. The redesign or the simplification of the product
offering is, from a cross-facility perspective, probably a longer-terminitiative. So how
long is that goingto take until we see the benefits? Or on the short-termside, can we
hope to seethis in the investment in CapExand R&D quicker?

Yes, so great questions. One, | would say that we're already seeing benefits of the fitness
redesign. Our structural costs are basically flat this year, essentially flat year overyear,
which has not beenthe trend overthe last several years, sowe're startingto already see
some ofthose benefits. The North American business, where theyield managementwork
startedfirst, has beenperforming at a much different level than our other businesses. And
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as you'veseen in the quarterly earnings reports, it's shown very strong series mix
contributions this year. A lot ofthat is fromthis work, which is where you get the
benefits.

Your questionaboutyoushould bedoingthis forthe last 10 years, youshouldbe doingit
for the last 100 years, next 100 years, that'sall true. First of all, just recognize that |
presentedat a high level intentionally because the details are competitive. We don'twant
to give away oursecrets at the competitive level. So there are nuances in the details that
are probably more specific and more importantas faras--becauseyou're right. All of this
is part of just manufacturing and Auto 101.

Having said that, like any business, there's an opportunity to seewhere over time you
haven't been--stayed as fit or competitive as you wanted to be, and you gobackand
reevaluate. We hadthe global platformstrategy, nine global platforms which served us
well from the 20-some that we had. But thenyes, to evolve tothe next level. And so your
questionaroundthe product development andthe flexible architectures, that's goingto
take a number ofyears to play out, but we're already into it. The first platformthat we
developedthis strategy on was our global C-car platform, our C-sized vehicles, which
you've seenthe Focusis already outnow. The Escape Kuga will come out next year, and
you'llsee many more benefits come fromthat overthe next several years. So that will
play itself out rather quickly intoour business. The key difference, lwould say here, is
the nature by which we're setting up theguardrails and the requirements into our product
development auto milestone processes sothatyou can't deviate.

So one ofthe thingsthat ifyou look back on North America, let's say, because I ran
North America for 4.5 years, ifyou look back, we got tremendous revenue coming out of
the financial crisis forthe new products in North America, starting in '11-'12, and then
'13-'14 with the launch of the new F-150 on that time period, because we hada fresher
portfolio than most andwe had a lot of new product. And thatrevenue growth in the
productportfolio said the next generation of products assumptions--more content, more
ability to get revenue because of what had transpired overthose 5years. That's not
exactly played out in most cases. It has on trucks, but it hasn't played outon most
products. So a reset was necessary to acknowledgewhere theindustry is and where
things are going.

And so one ofthe error states thathappened was we assumed a lot more revenue for the
complexity of the product offerings we were making than we ended up getting because
we did get it for that 5-year period. So nowwe're just going back to gettingthem. Don't
assume you're goingto get revenue with all that complexity. Just go backto beingsimple
about theconfiguration set and then offer more content for the vehicle for the consumer.

Sothere's alot of learnings, as there always are. The North American business continues
to stay at a pretty healthy level, but thentaking those learnings to therest of the markets
around theworld is what we have to doquickly.

Yes, forover-the-air updates, whendo you think Ford will release the first production car
with that capability? And doyouthink some of that complexity and differentiation
reductionthatyou're doing would help with that?
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Yes, so on the second question, simplifying the product lineupandreducing the
complexity helps on all fronts, including anything related to over-the-air updates or
anything relatedto quality, et cetera. We've said that we're going to have all of our
vehicles in the USwith modems next year. That's thefirst step. You've got to havea
connected vehicle forthe over-the-air updates, and you haveto have thearchitecture
developedto be able to handle the over-the-air updates. Andsothatwill be in the next
couple ofyears. It's not faraway. We already haveit in the works and we're looking
forward to it.

So there's two steps--getting the modems in the vehiclesand then getting electrical
architecture andthe software set upso you cando over-the-air updates safely, avoiding
the ability to getinto access of the vehicle controls, because that's everyone's concern for
security and safety. So we feel really good aboutwhere we are. We always want to go
faster, but we're doingit in a way that we think we can manage it securely andsafely.

Other questions? Because I've gota bunch.
I'm sure you do.
Overthere. It's in yourinterest to keep themfromthe audience.

Howare you? Thanks for the presentation. One question | had was, as you guys think
about tryingto right-size your manufacturing footprint, and you've laid out a restructuring
plan that givesus very little detail in terms of howexactly it's going to play out, howdo
you thinkabout your terms with suppliers and beingable to push onthem? Because a
yearago, every supplierand their motherwas here talking about howthey're allgoing to
get more content. And now here youare, talking aboutrestructuring, so how do you think
about supplierterms, and what areas specifically do you feel like you havethe most
leverage to pressure thesupplier groupto help you save costs?

Sure. So a really good question, a really important question. First, | want to make sure
people aren't confused. Complexity reduction doesn't mean content reduction; it means
howyou manage thatcontentin your offersand your configurations. But having said
that, supply base is a critical part of all this. One of the initiatives that you would have
seen quickly on the fitness work is around the best costs at Job 1 and howwe reallocate
some of work with our supply base between TVM or cost-downs over time versusthe
costatJob 1overtime that's evolved with Ford and our supply base.

The simple--well, not simple--the first answer lwould give on thesupply base is it's
related to our manufacturing system, as you highlighted. The first thingwe haveto do is
align on where we're going to play and what products we're going to offer, and that's the
work we've been working on throughout this year--what markets, what products, and how
we allocate the capital accordingly. Oncewe decide that,and we havedecided that, then
we decide how we're goingto manage that capacity to build thatproduct, whatever it may
be and whatever markets it may be. And then we work with the supply base to rationalize
their footprint as well.

The leverage we haveon suppliers, of course, is we have a lot of volume and we havea
lot of scale in certain key markets, and there'salways an interest in being a part of that.
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And importantly, we've many times been a leader in putting technology into more mass
volume cars. Think Sync in '07 with Focus and then quickly goingacross the system.
Think Co-Pilot 360 on the safety. So suppliers wantto be a part of that content, andthey
wantto be a part of doing business with Ford. And, of course, we're havinga number of
partnership conversations, which canexpand our potential reach with folks and what we
do together.

So | thinkthe key thing here, we haven't said a lot aboutrestructuring because you have
to first decide what markets you're going to play in and whatproducts you're goingto
offerin those marketsand howyou're going to compete in those markets. And then you
need to thenwork on what the footprint's goingto be to supportthat. Andimportantly,
there are so many stakeholders influenced by all these things, fromunionsand our
employees togovernments to suppliers to all kinds of other parties, that out of respect for
all ofthem, we don't go public with our plans untilwe've had a chance to work through
them. And frankly, if you don'tdo it the right way, it will cost evenmore money, and
cash is really important to everybody. So that's justthe nature of the business.

And when we restructured the United States manufacturing footprint in ‘06, really that
time period, we were dealing with one union and one country, largely. Andwe had
Canada and we had Mexico, but largely in the US. Whenyou're dealing with some of
these other parts of the world--South America, Europe, others--you're dealing with a lot
more different added complexities between the governments and unions and footprints.
So we have a lotto work through, but we gave a high-level cost--$11 billion of
restructuring, $7 billion of cash tied to that--to give you a sense forhow hig we're
thinking about the restructuring. But we have thedetails in our mind and what we have
planned to do, butwe're not readyto talk about them. The supply basewill come along
with that accordingly.

As you said, the North American business is in reasonably good shape, butwhen we look
elsewhere, things are notso rosy. In Latin America, you havelosta lot of money fora
numberofyears in a row, and the only responseso far we've always had is that the
market needsto come back. In Europe, there'salso always a reasonwhy things turn more
difficult. And yes, there are a lot of external factors--currency, one of your key end
markets was weaker. But you're also significantly underperforming everybody else. And
then in China, obviously, your business--actually, a small word--but is (inaudible)
collapsing?

So what needsto happento fixall ofthis quickly? Andsecondly, what is the longer-term
strategic outlook for those regions? Andas you're simplifying, maybe your productis
also an argument to further simplify your global footprint.

Sure. Well, I don't know how much time we have to answer those questions. There's a lot
there, but very importantquestions. Let's startin South America. Wemade money for9
straight years, I think from'03 to '12. From'13 on, we've lost money, and pretty
substantialamounts of money since then. Our business needs to be--our business model
needs tobe restructured in South America, and we haveevery intention of doing that. We
already took the Focus out of Pacheco. We don't build it in Argentinaanymore. And we'll
have alot more to say. Lyle Watters and the teamare working on a plan for South
America.
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Europe, we've been hit hard by--our strongest market's the UK, and of course, the pound
sterling. We'vebeenhit hard bya lot of what's going on there. But Europeis interesting
because while the total business is notacceptable, there's a pocket of business that has
very strong returns, the commercial vehicle business, which Ford is very strong in. So we
have to let that growand prosper, and we needto deal with the rest of the business. And |
think we've been pretty transparentin our quarterly earnings calls, showingkind ofthese
bucketsorcircles of where the profits are and where they aren't in the different regions.

We just launcheda new Fiesta last yearand a new Focus this year in Europe, so it's going
to take some time to work throughthe product portfolio andwhatour plansare. And our
extensive conversations we've had with Volkswagen, we've noted have been largely
focusedon the commercial vehicle side, which we think provides opportunity for both of
us. So we're encouraged by that.

China, it has been a very disappointing year. Our sales havebeen, the last couple of
months especially, down significantly year over year. There are anumber of factors that |
probably couldspend a lot of time on. | was there last week with the leaders of our
company spending time in the market, doing a business review. We have changed a lot of
the managementofthe Ford China team. We now havethe Ford China business unit
reporting directly into Dearborn as part of a standalone business so we can focus on it.
We've got a lot more local national talentrunningit, and we have anumber of very
important product launches coming thatwill help the China business.

The Focus and Escort are the two highest-volume cars we have in China. They're both
newthis quarter--very important. Then we havean incremental small SUV, lower-cost
SUV, coming, called the Territory, in early 2020. And we have anumber of other new
products, including the global, the Escape Kuga, whichis a very important product, being
all newnext year. And localization of some Lincoln and Explorer products and other
things in China.

So we haveaplan. It's going to take some time to play out. Some of the issues we have in
Chinaare self-inflicted. With our partners and our dealers, we're working through that as
we work through the relationships andwork through some ofthe issues thathave
happenedas the volumes declined. So believe me, China's really important, and there’s no
reason whywe can't have a successful business in China, as we did just a fewyears ago,
and we're working really hard on that. That'sthe quick answer.

Alottodo in all those markets, but importantly, all of theseefforts that we have
undergoingon fitness will play out across all the different markets, including South
America, Europe, and China. And we are making really important decisions on where
we're going to play and whatproducts we're going to offer, what customers we're going
to serve and howwe're goingto allocate capital. Andwe're doing it based on return on
invested capital, and we can't, because of all the other demands on capital in the business,
whetherit's autonomous vehicles or electrification or mobility or other parts ofthe
businesswhere we can grow, the parts of the business thatdon't return acceptably on
capitalaren't goingto get capital allocated to themin the future; they can't. There isn't
enoughto goaround. Andimportantly, they shouldn't. So that'swhat I think you'll see
differently about Ford going forward.
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Unidentified Participant: Thanks. Justaquick question onreturnon invested capital. How do youmarry that up

Joe Hinrichs:

with the recent investmentin the scooter company andthe Detroit station? It just does
seemalittle, maybe, inconsistent with kind ofthe view of capital as being so precious.

Sure. Well, the acquisition of Spin, which is the scooter company youwere talking about,
in the scheme ofthings is not a huge amountof capital, and it's a really important partof
this mobility strategy that really looks at mobility broader than just theautomotive space.
So we see opportunity there and growth there, and we're seeing it, as you know. Whatwe
like about Spin is theydo it collaboratively with thelocal governments. They goin
togetherandworkon launching in a collaborative way.

On the train station, looking to the future and looking at where do thenext generation of
workers want to work, what kind of environments they wantto workin, where do they
want to work, we believe very strongly thathaving a big role in Detroit and having an
iconic building that's renovated and becomes very modern froma workplace standpoint
will be very attractiveto a lot of these workers in the future. And we believe we can do
that pretty efficiently, actually, because of the support we're getting fromthe community
to reinvest in what has become an iconic buildingthat's been sitting there for 20 years
empty.

So if you actually lookat what it's goingto end up costingus and howmuch support
we're getting todo that andto renovate and rejuvenatethatarea, we thinkit's notonlya
good use of ourcapital, but it's theright thingto do for the community and for Ford
longerterm. And so we are already seeinga lot of people want tobe in that Corktown
area because our T-medicine, our EM/AVgroup is already downthere,and we're seeinga
lot of people want to bein that environment. So it's a balancing actlike everything, but
we think fora lot of reasons, it makes sense forthe future of Ford and the mobility sector
and attractingand keepingtalentwhere they want to work in the future.



