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Partl. FINANCIAL INFORMATION

Item 1. Financial Statements

Caterpillar Inc.
Consolidated Statement of Results of Operations
(Unaudited)
(Dollars in millions except per share data)
Three Months Ended
March 31,
2005 2004

Sales and revenues:

Sales of Machinery and ENGINES ...........coc.ecuiciicineisee st $ 7,789 $ 6,002

Revenues of FInancial ProdUCES ...........coveeiirenne e 550 478

Total SAlES ANA FEVENUES ...t 8,339 6,480
Operating costs:

C0St Of GOOAS SOIA ... 6,215 4,701

Selling, general and administrative EXPENSES..........cveirirriieninieisieeesesseeessesseesseeens 744 673

Research and development EXPENSES........c.vciiveiiicieiies et 241 231

Interest expense of Financial ProducCtS..........ccccoveeiicveienicccsce s 170 119

Other Operating EXPENSES. ......c. vt 213 188

Total OPErating COSES......vrueeireererecie ettt 7,583 5,912
Operating Profit............cccccoeiriiii et 756 568

Interest expense excluding Financial Products.............cccoeeeernsnccecess e 65 57

Other iNCOME (EXPENSE) ....euvrvrieireeriirireireie et 108 61
Consolidated profit before taxes ..o 799 572

Provision fOr iNCOME tAXES ........cueuiiriiriireerisce et 232 158

Profit of consolidated COMPANIES .........c.cceviiiieiiiicece s 567 414

Equity in profit (loss) of unconsolidated affiliated companies ..........cccooeercrnicrncnenes 14 6
PrOFIf. ...t $ 581 $ 420
Profit per COMMON SHATE..............cccciiiiiiii s $ 1.70 $ 1.23
Profit per common share —diluted T ................ccccoovrmiine e, $ 1.63 $ 1.19
Weighted average common shares outstanding (millions)

S BASIC ... bt 342.1 342.6

SDHIUEEA T .o e 356.6 355.7
Cash dividends declared per common Share..............ccccocverririnsinnnneneseseeseeneees $ - $

' Diluted by assumed exercise of stock options, using the treasury stock method.

See accompanying notes to Consolidated Financial Statements.




Caterpillar Inc.
Consolidated Statement of Changes in Stockholders' Equity
For the Three Months Ended

(Unaudited)
(Dollars in millions)
March 31, March 31,
2005 2004
Common stock:
Balance at beginning of Period ............ccoc.mvnrenneenriinsineesesseieeeennn, $ 1,231 $ 1,059
Common shares issued from treasury Stock ...........cocveveeveninerernnenns, 77 42
Balance at end of Period.........ccovuvirieniniesene e, 1,308 1,101
Treasury stock:
Balance at beginning of period ...........cccoornnrnniencreeeeeeen, (3,277) (2,914)
Shares issued: 2005 - 2,632,203; 2004 — 1,350,091 .......ccccovvvrrrrrrrnnns, 80 35
Shares repurchased: 2005 — 3,874,600; 2004 — 3,210,000 .................. (357) (250)
Balance at end of Period .........ccoererirerinenee e (3,554) (3,129)
Profit employed in the business:
Balance at beginning of Period ..., 9,937 8,450
PLOMIt.... ettt 581 $ 581 420 $ 420
Dividends declared ............cvvrrniiininneeeeese e, - -
Balance at end of Period.........ccovuverieireniesenie e, 10,518 8,870
Accumulated other comprehensive income:
Foreign currency translation adjustment:
Balance at beginning of period ............cccceereeieieseeesesse s 489 348
Aggregate adjustment for period...........ccouceveveieicreniesesieenns, (26) (26) 2 2
Balance at end of Period..........cccocviererieieiesiee s 463 350
Minimum pension liability adjustment - consolidated companies:
Balance at beginning of period
(net of tax of: 2005-$485; 2004-$460) ..........cc.cvevvrrrecrirerrrnrrns (993) (934)
Aggregate adjustment for period (net of tax of: 2005- $24)............. (45) (45) -
Balance at end of period
(net of tax of: 2005-$509; 2004-$460) ..........cc.cvevvrerrecrirerrrrerrns (1,038) 934
Minimum pension liability adjustment - unconsolidated companies:
Balance at beginning of period ... (48) (48)
Aggregate adjustment for period ..........cooeeerireninrneneeens, 3) (3) (1) (1)
Balance at end of Period .........cccocrrnirenenee s (51) (49)
Derivative financial instruments:
Balance at beginning of period
(net of tax of: 2005-$58; 2004-354) ..........ccerrrerrrenrrerrrinrrierienneens 110 104
Gains/(losses) deferred during period
(net of tax of: 2005-$1; 2004-311) ......cvuvvrvrrerreieeieieeeeeieenns (2) (2) 21 21
(Gains)/losses reclassified to earnings during period
(net of tax of: 2005-88; 2004-85) .........cccrrrerrrerrrerrrrireiseeeeeeieeens (18) (18) (10) (10)
Balance at end of period
(net of tax of: 2005-$49; 2004-360) ..........ccerrerrrernmrereirrrieneernnens 90 115
Available-for-sale securities:
Balance at beginning of period
(net of tax of: 2005-$10; 2004-37) .......coueeverveerrereeeeereses e, 18 13
Gains/(losses) deferred during period
(net of tax of: 2005-$4; 2004-$3) ........cccovverrrrrerrerreresieeeeenens (7) (7) 6 6
(Gains)/losses reclassified to earnings during period
(net of tax of 2005-$ 0; 2004-31) ........ccevvrreerrreirirereciiesieeriens (1) (1)
Balance at end of period
(net of tax of: 2005-86; 2004-310) ..........cevvverrverrreereciresriesii, 11 18
Total accumulated other comprehensive income 525 500
COMPreNeNSIVE INCOME ........ouvvvreeerecieeeeeseeeeeesses s ssssssnseenens $ 480 $ 437
Stockholders' equity at end of period...............cccc.coevrnririrvnciiesiniiis, $ 7747 $ 6,342

See accompanying notes to Consolidated Financial Statements.




Caterpillar Inc.
Consolidated Statement of Financial Position
(Unaudited)
(Dollars in millions)

March 31, December 31,
2005 2004
Assets
Current assets:
Cash and short-term iNVESIMENTS ...........cc.ccvrveveieieeeeeeeeeeeee e $ 517 $ 445
Receivables - trade and other.........ccooviiiicccccccc e 7,517 7,459
ReCeivables — fINANCE..........cccivieveieece e 5,188 5,182
Deferred and refundable iNCOME tAXES .......c.cccvevviviniiieeieiceeee e 443 398
Prepaid EXPENSES .......c.cvvecececieiee e 1,329 1,369
INVENEOMIES ...ttt bbb 5,230 4,675
Total CUIMENE @SSELS .....ocvivceeeee e 20,224 19,528
Property, plant and equipment — Nt ... 7,551 7,682
Long-term receivables - trade and Other ... 780 764
Long-term receivables — fINANCE ... e 10,300 9,903
Investments in unconsolidated affiliated companies ...........cccocovverrncenicsnicnnen. 558 517
Deferred INCOME tAXES ......v.rureeecerereieeri ettt 689 674
INTANGIDIE @SSELS.......coceicecic s 474 315
GOOAWIIL ...ttt 1,450 1,450
OB @SSBES ...ttt ettt ettt sttt nanaens 2,321 2,258
TOtAl @SSOLS ...ttt ettt ettt $ 44347 $ 43,091
Liabilities
Current liabilities:
Short-term borrowings:
Machinery and ENGINES ..o 101 93
Financial Products ..o 3,164 4,064
ACCOUNES PAYADIE.......cocviiiricieireecie et 3,978 3,990
ACCIUEA EXPENSES ....vvevviiiiiresetete ettt a bbb bbb s eae b nne 1,800 1,847
Accrued wages, salaries and employee benefitS..........ccovvvvvneninrininenienns 1,437 1,730
CUSIOMET AAVANCES ......covvieiviiecteictci ettt 631 555
Dividends payable............ccuririeerrree e - 141
Deferred and current income taxes payable ..........ccocoovenneneniienenieeeen, 416 259
Long-term debt due within one year:
Machinery and ENGINES ..........ccrirriirireeneeisseeeesee e 29 6
Financial Products ..o 3,231 3,525
Total current liabilitIES ........cceveveviieieiccccc e 14,787 16,210
Long-term debt due after one year:
Machinery and ENGINES .........cccovcueuriieiicieecsse et 3,819 3,663
FinanCial PrOdUCES ..........ccvuiuriiririnccsescse st ssnen 14,090 12,174
Liability for postemployment benefits ........c..cccvvieviceieceie e, 3,217 2,986
Deferred income taxes and other liabilities............cooerirnnininrereses 687 591
Total ADIlIIES ..........ccevieeic e 36,600 35,624
Stockholders' equity
Common stock of $1.00 par:
Authorized shares: 900,000,000
Issued shares: (03/31/05 and 12/31/04 - 407,447,312) at paid in amount........ 1,308 1,231
Treasury stock (03/31/05 — 65,752,760; 12/31/04 - 64,510,363) at cost...........ccceune.. (3,554) (3,277)
Profit employed in the BUSINESS.........cccviirieircrrce e 10,518 9,937
Accumulated other comprehensive INCOME. ... e (525) (424)
Total stockholders' eqUILY............cccovirriiercer e 7,747 7,467
Total liabilities and stockholders' equity ...........c..ccccocooeveieiiieieiceeieeceeceeeee e, § 44347 $ 43,001

See accompanying notes to Consolidated Financial Statements.




Caterpillar Inc.
Consolidated Statement of Cash Flow
(Unaudited)

(Millions of dollars)

Three Months Ended
March 31,
2005 2004
Cash flow from operating activities:
PIOMIL oeoceeeceetee ettt 581 $ 420
Adjustments for non-cash items:
Depreciation and @amortization ...........ccccucevieeiiecsce e 372 350
L0111 OO ST PSPPSR (68) (37)
Changes in assets and liabilities:
Receivables - trade and other (see non-cash item DEIOW) ..., (228) (2,498)
Inventories (555) (631)
Accounts payable and acCrued EXPENSES ........cuevieuriieeirieiersiere s ssse s 96 243
OFNEr = NEL.....ee bbbt (19) (50)
Net cash provided by (used for) operating activities ...........coveureerreninienrcre e 179 (2,203)
Cash flow from investing activities:
Capital expenditures - excluding equipment leased t0 Others ..........ccooccvevenenesieieseeienn, (165) (106)
Expenditures for equipment leased 0 Others .........c.coovevcevcscccssse s, (238) (240)
Proceeds from disposals of property, plant and equipment 131 147
Additions 10 fiNANCE rECEIVADIES ..........cocvriieiereeec e (2,251) (1,866)
Collections of fiNANCE FECEIVADIES .......coviveeeeeeeececeeeee et 1,597 1,472
Proceeds from the sale of finance receivables 10 -
Collections of retained interests in securitized trade receivables ............ccovvererieneninineen. - 2,001
Investments and acquisitions (net of cash acquired) 1 (13)
OFNEI = NBL <. (28) (6)
Net cash provided by (used for) iNvesting aCtiVItIES ...........cereurierrinienenee s (943) 1,389
Cash flow from financing activities:
DIVIAENAS PAIA ...ttt (141) (127)
Common stock issued, including treasury shares reissued...........ccocvierneieiiesecssecennns 154 69
Treasury Shares PUFCRASEA ..........cu et (357) (250)
Proceeds from long-term debtiSSUEA ........c.ovrviuriicecirrier e 2,513 1,808
Payments on long-term debt..........ccccoevvveieninieninn, (1,359) (913)
Short-term DOrrOWINGS — NEL ... (3) 220
Net cash provided by financing aCHVItIES ..........ccccvvereriiieieceee s 807 807
Effect of exchange rate changes on Cash ...........ccccvieicciecee s 29 33
Increase in cash and short-term investments.................ccoccovniinnnnne 72 26
Cash and short-term investments at beginning of Period............ccocvnrninenrereen, 445 342
Cash and short-term investments at end of Period ..o 517 $ 368

All short-term investments, which consist primarily of highly liquid investments with original maturities of three months or less, are considered to be

cash equivalents.
Non-cash operating and investing activities:

Trade receivables of $0 and $2,346 million were exchanged for retained interests in securitized trade receivables during the three months ended

March 31, 2005 and 2004, respectively.
See accompanying notes to Consolidated Financial Statements.




1.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

A. Financial Statement Presentation

In the opinion of management, all adjustments, consisting only of normal recurring adjustments necessary for a fair statement of
(a) the consolidated results of operations for the three-month periods ended March 31, 2005 and 2004, (b) the changes in
stockholders' equity for the three-month periods ended March 31, 2005 and 2004, (c) the consolidated financial position at March
31, 2005 and December 31, 2004, and (d) the consolidated statement of cash flow for the three-month periods ended March 31,
2005 and 2004, have been made. Certain amounts for prior periods have been reclassified to conform to the current period
financial statement presentation.

In the fourth quarter of 2004, we changed how we classify cash flows related to trade receivables securitized through Cat Financial
and wholesale inventory receivables financed by Cat Financial. 2003 and 2002 amounts reported in our 2004 Consolidated
Statement of Cash Flow were reclassified to conform to the 2004 presentation. These reclassifications had no impact on the
Increase in Cash and Short-term Investments on the Consolidated Statement of Cash Flow.

The Consolidated Statement of Cash Flow for the three months ended March 31, 2004 has been reclassified to conform with the
2005 presentation as follows:

Previously As
(Millions of dollars) Reported Change Reclassified
Consolidated Statement of Cash Flow
Receivables — trade and Other ..., $ (197) $  (2,301) $ (2,498)
Net cash provided by (used for) operating activities ......................... 98 (2,301) (2,203)
Additions 1o finance receivables ..., (4,812) 2,946 (1,866)
Collections of finance receivables...........ccoveuveeriiesiccece s 3,854 (2,382) 1,472
Proceeds from sale of finance receivables ............ccovvieeninieniniiennns 264 (264) -
Collections of retained interests in securitized trade receivables .............. - 2,001 2,001
Net cash provided by (used for) investing activities................c.......... (912) 2,301 1,389

First quarter 2004 other post retirement benefit cost reflects the adoption of FASB Staff Position 106-2, “Accounting and Disclosure
Requirements Related to the Medicare Prescription Drug, Improvement and Modernization Act of 2003 in the third quarter of
2004, retroactive to December 31, 2003. The impact of the anticipated federal subsidy for prescription drugs was a decrease in
first quarter 2004 other postretirement benefit expense of $8 million. We adjusted our first quarter results in the third quarter of
2004 for this amount, resulting in profit after tax of $420 million ($1.19 per share) for the first quarter of 2004 as compared to the
previously reported $412 million profit after tax ($1.16 per share).

The December 31, 2004 financial position data included herein is derived from the audited consolidated financial statements
included in the Company's annual report on Form 10-K for the year ended December 31, 2004.

B. Nature of Operations
We operate in three principal lines of business:

(1) Machinery — A principal line of business which includes the design, manufacture, marketing and sales of construction,
mining and forestry machinery - track and wheel tractors, track and wheel loaders, pipelayers, motor graders, wheel tractor-
scrapers, track and wheel excavators, backhoe loaders, log skidders, log loaders, off-highway trucks, articulated trucks,
paving products, telescopic handlers, skid steer loaders and related parts. Also includes logistics services for other
companies.



(2) Engines — A principal line of business including the design, manufacture, marketing and sales of engines for Caterpillar
machinery, electric power generation systems; on-highway vehicles and locomotives; marine, petroleum, construction,
industrial, agricultural and other applications; and related parts. Reciprocating engines meet power needs ranging from 5 to
over 22,000 horsepower (4 to over 16 200 kilowatts). Turbines range from 1,200 to 20,500 horsepower (900 to 15 000
kilowatts).

(3) Financial Products — A principal line of business consisting primarily of Caterpillar Financial Services Corporation (Cat
Financial), Caterpillar Insurance Holdings, Inc. (Cat Insurance), Caterpillar Power Ventures Corporation (Cat Power
Ventures) and their respective subsidiaries. Cat Financial provides a wide range of financing alternatives to customers and
dealers for Caterpillar machinery and engines, Solar gas turbines, as well as other equipment and marine vessels. Cat
Financial also extends loans to customers and dealers. Cat Insurance provides various forms of insurance to customers and
dealers to help support the purchase and lease of our equipment. Cat Power Ventures is an active investor in independent
power projects using Caterpillar power generation equipment and services.

Our Machinery and Engines operations are highly integrated. Throughout the Notes, Machinery and Engines represents the
aggregate total of these principal lines of business.

C. Stock-Based Compensation

We currently use the intrinsic value method of accounting for stock-based employee compensation in accordance with Accounting
Principles Board Opinion No. 25, "Accounting for Stock Issued to Employees." Therefore, no compensation expense is recognized
in association with our options. In 2004, we switched from using the Black-Scholes option-pricing model to the binomial option-
pricing model in order to calculate the fair value of our options. We believe this model more accurately reflects the value of the
options than using the Black-Scholes option-pricing model. Grants made prior to 2004 continue to be valued using the Black-
Scholes model.

Pro forma net profit and profit per share for the three-month period ending March 31, 2005 and 2004 were:

Three Months Ended
March 31,
(Dollars in millions except per share data) 2005 2004
Profit, 88 TEPOMEA ......c..cveeveeveieese ettt ettt $ 581 $ 420
Deduct: Total stock-based employee compensation expense determined
under fair value based method for all awards, net of related tax effects .................... 112 19
Pro fOrMa PrOfit ......cocecececiei ettt $ 469 § 401
Profit per share of common stock:
As reported:
BASIC v.vvovvveeeeveoeeeseeeeseseese st $ 170 $ 123
DiUEBA ..ttt $ 1863 $ 119
Pro forma:
BAISIC ..vuvvicecteet sttt $ 137 $
DHUIBA ..o eeeeeeseeeeeeeeeeeseeeesseneessneeesseseeesencees $ 132 $

The results for the three-month period ended March 31, 2005 are not necessarily indicative of the results for the entire year 2005.

New Accounting Pronouncements

In November 2004, the FASB issued Statement of Financial Accounting Standards No. 151 (SFAS 151), “Inventory Costs an
amendment of ARB No. 43, Chapter 4. SFAS 151 discusses the general principles applicable to the pricing of inventory.
Paragraph 5 of ARB 43, Chapter 4 provides guidance on allocating certain costs to inventory. This Statement amends ARB 43,
Chapter 4, to clarify that abnormal amounts of idle facility expense, freight, handling costs, and wasted materials (spoilage) should
be recognized as current-period charges. In addition, this Statement requires that allocation of fixed production overheads to the
costs of conversion be based on the normal capacity of production facilities. As required by SFAS 151, we will adopt this new
accounting standard on January 1, 2006. The adoption of SFAS 151 is not expected to have a material impact on our financial
statements.



In December 2004, the FASB issued FASB Staff Position No. 109-1, “Application of FASB Statement No. 109, Accounting for
Income Taxes, to the Tax Deduction on Qualified Production Activities Provided by the American Jobs Creation Act of 2004”, (FSP
109-1). FSP 109-1 provides accounting guidance for companies that will be eligible for a tax deduction resulting from “qualified
production activities income” as defined in the American Jobs Creation Act of 2004 (the Act). FSP 109-1 requires this deduction
be treated as a special deduction in accordance with SFAS 109, which does not require a revaluation of our U.S. deferred tax
assets. We applied the guidance in FSP 109-1 upon recognition of this tax deduction beginning January 1, 2005. The application
of FSP 109-1 did not have a material impact on our financial statements.

In December 2004, the FASB issued FASB Staff Position No. 109-2, “Accounting and Disclosure Guidance for the Foreign
Earnings Repatriation Provision within the American Jobs Creation Act of 2004”, (FSP 109-2). FSP 109-2 provides accounting
guidance for the one-time tax deduction of 85% of certain non-U.S. earnings that are repatriated in excess of a base amount as
defined in the Act. SFAS 109 requires a company to reflect in the period of enactment the effect of a new tax law. Due to the lack
of clarification on certain provisions within the Act, FSP 109-2 allows companies time beyond the financial reporting period of
enactment to evaluate the effect of the Act. We have started an evaluation of the effects of the repatriation provision. Based on
the currently expected publication date of additional clarification on key elements of the provision by Congress and the Treasury
Department, we anticipate completing our evaluation by June 30, 2005. The range of possible amounts, including the base, which
we are considering for repatriation under this provision, is between zero and $1 billion. The related potential range of incremental
provision for income taxes is between zero and $75 million.

In December 2004, the FASB issued Statement of Financial Accounting Standards No. 153 (SFAS 153), “Exchanges of Non-
monetary Assets — an amendment of APB Opinion No. 29.” SFAS 153 addresses the measurement of exchanges of non-
monetary assets. It eliminates the exception from fair value measurement for non-monetary exchanges of similar productive
assets in paragraph 21(b) of APB Opinion No. 29 “Accounting for Non-monetary Transactions” and replaces it with an exception
for exchanges that do not have commercial substance. A non-monetary exchange has commercial substance if the future cash
flows of the entity are expected to change significantly as a result of the exchange. As required by SFAS 153, we will adopt this
new accounting standard effective July 1, 2005. The adoption of SFAS 153 is not expected to have a material impact on our
financial statements.

In December 2004, the FASB issued Statement of Financial Accounting Standards No. 123R (revised 2004) “Share-Based
Payment.” SFAS 123R requires that the cost resulting from all share-based payment transactions be recognized in the financial
statements. SFAS 123R also establishes fair value as the measurement method in accounting for share-based payments with
employees. The FASB required the provisions of SFAS 123R be adopted for interim or annual periods beginning after June 15,
2005. In April 2005, the SEC adopted a new rule amending the compliance dates for SFAS 123R. In accordance with this rule,
we will adopt this new accounting standard effective January 1, 2006. We will transition to the new guidance using the modified
prospective method. In anticipation of delaying vesting until three years after the grant date for future grants, the 2004 employee
stock option grant (issued in June) fully vested on December 31, 2004. In order to better align our employee stock option program
with the overall market, the number of options granted in 2005 (issued in February) was significantly reduced from the previous
year. In response to this decrease, we elected to immediately vest the 2005 option grant. Based on the same assumptions used to
value our 2005 stock option grant (including number of options granted and exercise price of options), we expect the application of
the expensing provisions of SFAS 123R will result in a pretax expense of approximately $100 million in 2006. As a result of the
vesting decisions discussed above, a full complement of expense related to stock options will not be recognized in our results of
operations until 2009. We estimate our pretax expense associated with our stock option grants will range from approximately $110
million in 2007 to approximately $160 million in 2009.

Derivative Instruments and Hedging Activities

Our earnings and cash flow are subject to fluctuations due to changes in foreign currency exchange rates, interest rates and
commodity prices. Our Risk Management Policy (policy) allows for the use of derivative financial instruments to prudently manage
foreign currency exchange rate, interest rate and commodity price exposure. Our policy specifies that derivatives are not to be
used for speculative purposes. Derivatives that we use are primarily foreign currency forward and option contracts, interest rate
swaps and commodity forward and option contracts. Our derivative activities are subject to the management, direction and control
of our financial officers. Risk management practices, including the use of financial derivative instruments, are presented to the
Audit Committee of the Board of Directors at least annually.

Foreign Currency Exchange Rate Risk

Foreign currency exchange rate movements create a degree of risk by affecting the U.S. dollar value of sales made and costs
incurred in foreign currencies. Movements in foreign currency rates also affect our competitive position as these changes may
affect business practices and/or pricing strategies of non-U.S. based competitors. Additionally, we have balance sheet positions
denominated in foreign currency, thereby creating exposure to movements in exchange rates.
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Our Machinery and Engines operations purchase, manufacture and sell products in many locations around the world. As we have
a diversified revenue and cost base, we manage our future foreign currency cash flow exposure on a net basis. We use foreign
currency forward and option contracts to manage unmatched foreign currency cash inflow and outflow. Our objective is to minimize
the risk of exchange rate movements that would reduce the U.S. dollar value of our foreign currency cash flow. Our policy allows
for managing anticipated foreign currency cash flow for up to four years.

We generally designate as cash flow hedges at inception of the contract any Australian dollar, Brazilian real, British pound,
Canadian dollar, euro, Japanese yen, Mexican peso, Singapore dollar, Chinese yuan, New Zealand dollar or Swiss franc forward
or option contracts that exceed 90 days in duration. Designation is performed on a specific exposure basis to support hedge
accounting. The remainder of Machinery and Engines foreign currency contracts are undesignated. We also designate as fair
value hedges specific euro forward contracts used to hedge firm commitments.

As of March 31, 2005, $62 million of deferred net gains included in equity (“Accumulated other comprehensive income” in the
Statement of Financial Position) are expected to be reclassified to current eamings (“Other income (expense)”) over the next
twelve months when earnings are negatively affected by the hedged transactions. This amount is based on March 31, 2005
exchange rates — the actual amount recorded in other income/expense will vary based on exchange rates at the time the hedged
transactions impact earnings. There were no circumstances where hedge treatment was discontinued during the three months
ended March 31, 2005 or 2004.

In managing foreign currency risk for our Financial Products operations, our objective is to minimize earnings volatility resulting
from conversion and the remeasurement of net foreign currency balance sheet positions. Our policy allows the use of foreign
currency forward contracts to offset the risk of currency mismatch between our receivables and debt. All such foreign currency
forward contracts are undesignated.

Gains / (losses) included in current earnings [Other income (expense)] on undesignated contracts:

Three Months Ended
March 31,
(Millions of dollars) 2005 2004
Machinery and Engines:
On undesignated CONMTACES ...........ccuevucurecicieie ettt $ 10 $ (2)
Financial Products:
On UNdeSIGNALET CONTACES ......ceueeerercereireeecieeseesee ettt $ 12 $ 16

Gains and losses on the Financial Products contracts above are substantially offset by balance sheet remeasurement and
conversion gains and losses.

Interest Rate Risk

Interest rate movements create a degree of risk by affecting the amount of our interest payments and the value of our fixed rate
debt. Our practice is to use interest rate swap agreements and forward rate agreements to manage our exposure to interest rate
changes and lower the cost of borrowed funds.

Machinery and Engines operations generally use fixed rate debt as a source of funding. Our objective is to minimize the cost of
borrowed funds. Our policy allows us to enter into fixed-to-floating interest rate swaps and forward rate agreements to meet that
objective with the intent to designate as fair value hedges at inception of the contract all fixed-to-floating interest rate swaps.
Designation as a hedge of the fair value of our fixed rate debt is performed to support hedge accounting. During 2001, our
Machinery and Engines operations liquidated all fixed-to-floating interest rate swaps. Deferred gains on liquidated fixed-to-floating
interest rate swaps, which were previously designated as fair value hedges, are being amortized to earnings ratably over the
remaining life of the hedged debt. We designate as cash flow hedges at inception of the contract all forward rate agreements.
Designation as a hedge of the anticipated issuance of debt is performed to support hedge accounting. Machinery and Engines
forward rate agreements are 100% effective.



Financial Products operations have a "match funding" policy whereby the interest rate profile (fixed rate or floating rate) of their
debt portfolio largely matches the interest rate profile of their receivables within established guidelines. In connection with that
policy, we use interest rate derivative instruments to modify the debt structure to match these assets. This "match funding"
reduces the volatility of margins between interest-bearing assets and interest-bearing liabilities, regardless of which direction
interest rates move. We also use these instruments to gain an economic and/or competitive advantage through a lower cost of
borrowed funds. This is accomplished by changing the characteristics of existing debt instruments or entering into new
agreements in combination with the issuance of new debt.

Our policy allows us to use floating-to-fixed, fixed-to-floating, and floating-to-floating interest rate swaps to meet the "match
funding" objective. To support hedge accounting, we designate fixed-to-floating interest rate swaps as fair value hedges of the fair
value of our fixed rate debt at the inception of the contract. Financial Products policy is to designate most floating-to-fixed interest
rate swaps as cash flow hedges of the variability of future cash flows at inception of the swap contract. Designation as a hedge of
the variability of cash flow is performed to support hedge accounting. During 2005, 2004 and 2002, Financial Products operations
liquidated six, three and four fixed-to-floating interest rate swaps, respectively. As a result, the fair value adjustment of the original
debt is being amortized to earnings ratably over the remaining life of the hedged debt.

Gains / (losses) included in current earnings [Other income (expense)]:

Three Months Ended
March 31,
(Millions of dollars) 2005 2004
Fixed-to-floating interest rate swaps
Machinery and Engines:
Gain/(loss) on liqUIdAEd SWAPS .........c.evueveceeecciceee et $ 1 $ 1
Financial Products:
Gain/(loss) on designated interest rate derivatives ...........ooeerrenrenisencseeens (47) 34
Gain/(10ss) 0N hedged bt ..o 47 (34)
Gain/(loss) on liquidated swaps — included in interest eXpense........c..ccovvevereeieireeninnn. 1 1
$ 2 $ 2

As of March 31, 2005, $8 million of deferred net gains included in equity (“Accumulated other comprehensive income” in
Consolidated Statement of Financial Position), related to Financial Products floating-to-fixed interest rate swaps, is expected to be
reclassified to current earnings (“Interest expense of Financial Products”) over the next twelve months. There were no
circumstances where hedge treatment was discontinued during the three months ended March 31, 2005 or 2004.

Commodity Price Risk
Commodity price movements create a degree of risk by affecting the price we must pay for certain raw materials. Our policy is to
use commodity forward and option contracts to manage the commodity risk and reduce the cost of purchased materials.

Our Machinery and Engines operations purchase aluminum, copper and nickel embedded in the components we purchase from
suppliers. Our suppliers pass on to us price changes in the commodity portion of the component cost. In addition, we are also
subjected to price changes on natural gas purchased for operational use.

Our objective is to minimize volatility in the price of these commodities. Our policy allows us to enter commodity forward and option
contracts to lock in the purchase price of a portion of these commodities within a four-year horizon. All such commodity forward
and option contracts are undesignated. Gains on the undesignated contracts of $2 million and $7 million were recorded in current
earnings ("Other income (expense)") for the three months ended March 31, 2005 and March 31, 2004, respectively.
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Inventories

Inventories (principally "last-in, first-out" method) comprise the following:

(Millions of dollars) March 31, December 31,
2005 2004
RAW MALEMAIS .....vovvcvviiissesee sttt $ 1,752 $ 1,592
WOTK-IN-PIOCESS ....cvovvevieicve ettt sttt 766 664
FINISNEA GOOUS......ceveciei ettt 2,505 2,209
S0 o] o] 1T TSR 207 210
TOtAl INVENLOTIES. ...ttt et ss st reenen $ 5230 $ 4,675

Investments in Unconsolidated Affiliated Companies

Our investments in affiliated companies accounted for by the equity method consist primarily of a 50% interest in Shin Caterpillar
Mitsubishi Ltd. (SCM) located in Japan. Combined financial information of the unconsolidated affiliated companies accounted for
by the equity method (generally on a three month lag, e.g., SCM results reflect the periods ending December 31) was as follows:

Results of Operations

Three Months Ended
March 31, March 31,
(Millions of dollars) 2005 2004
SAlES ...ttt $ 966 $ 813
COSE O SAIES ... 757 629
GIOSS PIOFit ....vvveviiereiee et bbbt $ 209 $ 184
PIOTIt 1.1vttse ettt sttt $ 33 $ 17
Caterpillar's Profit ..ottt $ 14 $ 6

Financial Position

March 31, December 31,
(Millions of dollars) 2005 2004
Assets:
CUITENE ASSELS ...ttt bbbttt $ 1,778 $ 1,540
Property, plant and equipment — Nt ..., 1,128 1,097
OFhEI SSEES ....vuevvieecvcctc ettt ettt 210 145
3,116 2,782
Liabilities:
CUITENE ADIIIHIES ...ttt 1,495 1,345
Long-term debt due after ONe Year..........ccccvvevvveevcceseceses e, 336 276
Other IADIIIHIES . ...vevvvveceireece s 244 214
2,075 1,835
OWNEBISNID .....ceovcveeee ettt ettt et est et ten st s sttt s st en s sen e $ 1,041 $ 947
Caterpillar's investments in unconsolidated affiliated companies
Investments in equity method COMPENIES ..........cccueevvereeieiviereeie e, $ 529 $ 487
Plus: Investments in cost method Companies.........ccoevvviiviicceeess e, 29 30
Total investments in unconsolidated affiliated companies...........ccccovevrceviernnee. $ 558 $ 517
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Intangible Assets and Goodwill
A. Intangible Assets

Intangible assets are comprised of the following:

(Millions of dollars) March 31, December 31,
2005 2004
INtENECHUAI PrOPEIY ... ..ottt $ 212 $ 213
PENSION-TEIAIEA ..o 284 120
OBNET ..ttt 73 73
Total intangible aSSEtS — GroSS........crririiriiiree e 569 406
Less: Accumulated amortization of finite lived intangible assets ..........ccoccvvrennee. (95) 91)
INtangible 8SSES — NEL..........c.oveieeeeceeccecc et $ 474 § 315

Amortization expense for the three months ended March 31, 2005 and 2004 was $4 million and $4 million, respectively.
Amortization expense related to intangible assets is expected to be:

(Millions of dollars)

2005 2006 2007 2008 2009 Thereafter
$ 23 $ 22 $ 19 $ 17 $ 17 $ 97
B. Goodwill

During the three months ended March 31, 2005 and 2004, no goodwill was acquired, impaired or disposed. On an annual basis,
we test goodwill for impairment in accordance with Statement of Financial Accounting Standards No. 142 “Goodwill and Other
Intangible Assets.”

Available-For-Sale Securities

Caterpillar Insurance and Caterpillar Investment Management Ltd. have investments in certain debt and equity securities that are
classified as available-for-sale in accordance with Statement of Financial Accounting Standards No. 115 (SFAS 115) and recorded
at fair value based upon quoted market prices. These fair values are included in "Other assets" in the Statement of Financial
Position. Unrealized gains and losses arising from the revaluation of available-for-sale securities are included, net of applicable
deferred income taxes, in equity ("Accumulated other comprehensive income” in the Statement of Financial Position). Realized
gains and losses on sales of investments are generally determined using the specific identification method for debt instruments and
the FIFO method for equity securities. Realized gains and losses are included in "Other income (expense)" in the Statement of
Results of Operations.

March 31, 2005

Unrealized

Pretax Net
(Millions of dollars) Cost Basis Gains (Losses) Fair Value
Government debt ...........cc.eveveverveeeeeeeeeecee e, $ 266 $ 4) $ 262
Corporate bonds ........c.cceevreeneereenireereeseeeseeis 382 4) 378
EQUItY SECUMHIES ....coucvvevcec e 206 20 226
TOtAl o $ 854 $ 12 $ 866
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9.

December 31, 2004

Unrealized
Pretax Net
Gains
(Millions of dollars) Cost Basis (Losses) Fair Value
GOVEINMENE ABDL.........overeeeeceetececee ettt $ 239 $ (1) $ 238
Corporate bonds 342 - 342
Equity securities 203 21 224
TOTAL ettt es § 784 $ 20 $ 804
Investments in an unrealized loss position that are not other-than-temporarily impaired:
March 31, 2005
Less than 12 months (1) More than 12 months (1) Total
Fair Unrealized Fair Unrealized Fair Unrealized
(Millions of dollars) Value Losses Value Losses Value Losses
Government debt ......... $ 183 $ 2 $ 70 $ 2 $ 253 $ 4
Corporate bonds .......... 193 3 96 3 289 6
Equity securities............ 26 1 2 - 28 1
Total..ocoveevee. $ 402 $ 6 $ 168 $ 5 $ 570 $§ 1

(" Indicates length of time that individual securities have been in a continuous unrealized loss position.

The fair value of the available-for-sale debt securities at March 31, 2005, by contractual maturity, is shown below. Expected
maturities will differ from contractual maturities because borrowers may have the right to prepay and creditors may have the right to
call obligations.

(Millions of dollars) Fair Value

DUE N ONE YEAI OF ESS ......cvveeercecieieeeie ettt ettt $ 43
Due after one year through fiVe YEAIS..........ccrririece e $ 288
Due after five years through ten years $ 56
DUE GFIEI T8N YBATS.......vvucieiisciicie ettt bbbttt $ 253

Proceeds from sales of investments in debt and equity securities during the three months ended March 31, 2005 and 2004 were
$62 million and $76 million, respectively. Gross gains of $2 and $3 million, and gross losses of $2 and $2 million, were included in
current earnings for the three months ended March 31, 2005 and 2004, respectively.

Postretirement Benefits

A. Pension and postretirement benefit costs

In January 2005, amendments were made to both U.S. pension and other postretirement benefit plans due to the company and
the United Auto Workers reaching a new six-year labor agreement that will expire on March 1, 2011. These plans were
remeasured as of January 1, 2005 to account for the benefit changes. The result was an increase in first quarter 2005 pension
cost of $7 million and other postretirement benefit cost of $17 million. In addition, the Additional Minimum Pension Liability
increased $233 million as a result of the remeasurement. The liability was offset by an increase in pension-related intangible
assets of $164 million and a decrease in other comprehensive income (pre-tax) of $69 million.

First quarter 2004 other postretirement benefit cost reflects the adoption of FASB Staff Position No. 106-2, “Accounting and
Disclosure Requirements Related to the Medicare Prescription Drug, Improvement and Modernization Act of 2003” in the third
quarter of 2004, retroactive to December 31, 2003. The impact of the anticipated federal subsidy for prescription drugs was a
decrease in first quarter 2004 other postretirement benefit expense of $8 million.
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U.S. Pension Non-U.S. Pension Other Postretirement

(Millions of Dollars) Benefits Benefits Benefits
March 31, March 31, March 31,
2005 2004 2005 2004 2005 2004

For the three months ended:
Components of net periodic benefit cost:

SBIVICE COSE .o eeee e $ 38 $ 36 $ 14 $ 12 3 2 $ 17
Interest CoSt ......ovvvvvvveccic e, 140 137 28 22 75 67
Expected return on plan assets ...........c........ (178) (167) (26) (24) (22) (18)

Amortization of:
Net asset existing at adoption of

SFAS 87 ..o - - - 1 - -
Prior service cost ! ........ccoeviveiiiiieiiieinns 16 11 1 2 (3) (12)
Net actuarial 10SS (gain) .......ccccevrvverriennns 50 35 13 9 17 13
Total cost (benefit) included in results
Of Operations .........cccouevveeveveerverieieeeenn, $ 66 § 52 § 30 $ 22 § 89 § 67
Weighted-average assumptions used to
determine net cost:
Discount rate 2........c.cveveeirineneee e 5.9/5.8% 6.2% 5.2% 51%  5.9/5.8% 6.2%
Expected return on plan assets............cccocveeunenn, 9.0% 9.0% 7.2% 7.4% 9.0% 9.0%
Rate of compensation increase............cccoocveennee, 4.0% 4.0% 3.5% 3.2% 4.0% 4.0%

1 Prior service costs for both pension and other postretirement benefits are generally amortized using the straight-line method over the
average remaining service period to the full retirement eligibility date of employees expected to receive benefits from the plan amendment.
For other postretirement benefit plans in which all or almost all of the plan’s participants are fully eligible for benefits under the plan, prior
service costs are amortized using the straight-line method over the remaining life expectancy of those employees.

2 For U.S. plans impacted by the January 2005 plan amendments, a 5.8% discount rate was utilized for valuing the plan remeasurement.

B. Defined contribution benefit costs

Total company costs related to U.S. and non-U.S. defined contribution plans were the following:

Three Months Ended
March 31,
(Millions of dollars) 2005 2004
(RS =T T $ 33 $ 30
NON-U.S. PIANS.......ecececeeeeeeeeeeee ettt sttt ettt ae s sttt ss e s ss st sesnan s seenans 4 3
$ 37 _$33

10.  Guarantees and product warranty

We have guaranteed to repurchase loans of certain Caterpillar dealers from third party lenders in the event of default. These
guarantees arose in conjunction with Cat Financial's relationship with third party dealers who sell Caterpillar equipment. These
guarantees generally have one year terms and are secured primarily by dealer assets.

Cat Financial has provided a limited indemnity to a third party bank for $43 million resulting from the assignment of certain leases to
that bank. The indemnity is for the remote chance that the insurers of these leases would become insolvent. The
indemnity/guarantee is for eight years and is unsecured.
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No loss has been experienced or is anticipated under any of these guarantees. At March 31, 2005 and December 31, 2004 the book
value of these guarantees was $10 million. The maximum potential amount of future payments (undiscounted and without reduction
for any amount that may possibly be recovered under recourse or collateralized provisions) we could be required to make under the
guarantees are as follows:

(Millions of dollars) March 31, December 31,
2005 2004
Guarantees with Caterpillar dealers..............cc.covueveeirevececiceicecee e $ 388 $ 364
GUATANEEES — OINET ... 74 62
TOtAl QUATANEEES .....covveeeeece ettt nen $ 462 $ 426

Our product warranty liability is determined by applying historical claim rate experience to the current field population and dealer
inventory. Historical claim rates are developed using a rolling average of actual warranty payments.

(Millions of dollars) 2005
Warranty liability, JANUAIY ..ottt $ 782
PYMENTS ......cvcveecee ettt bbb R bR A ARttt bbb e (190)
PrOVISION fOF WAITANEY ......voceiiecieiiietse ettt s ettt seansnnas 211
Warranty liability, MArCh 31..........co e $ 803
(Millions of dollars) 2004
Warranty liability, JANUAIY 1 ........coeiie bbb bbb $ 622
PAYMENS ...ttt (535)
PrOVISION fOr WAITANTY .....vcicecie ettt bbbt 695
Warranty liability, DECEMDET 31 ...ttt ettt st senes $ 782

Computations of Profit Per Share
Three Months Ended
March 31,
(Dollars in millions except per share data) 2005 2004
[ Profit for the PEriOd (A):.....ccvucueiieiereeeieee sttt $ 581 $ 420
[Il.  Determination of shares (thousands):
Weighted average number of common shares outstanding (B) .........ccooevveeviereirerennn, 342,059 342,612
Shares issuable on exercise of stock options, net of shares assumed
to be purchased out of proceeds at average market Price .........covvveerereneeneenieeneenens 14,572 13,124
Average common shares outstanding for fully diluted computation (C)..........cc.covevrerneenes 356,631 355,736
lll.  Profit per share of common stock:
AsSUMING NO IULON (A/B) ......uvereeeeeeeeeee ettt $ 1.70 $ 1.23
AssUMING fUll dIULON (A/C) ...vvvveeeeeeeeeeeceeee ettt $ 1.63 $ 1.19
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Environmental and Legal Matters

The company is regulated by federal, state, and international environmental laws governing our use of substances and control of
emissions in all our operations. Compliance with these existing laws has not had a material impact on our capital expenditures or
earnings.

We are cleaning up hazardous waste at a number of locations, often with other companies, pursuant to federal and state laws.
When it is likely we will pay clean-up costs at a site and those costs can be estimated, the costs are charged against our earnings.
In formulating that estimate, we do not consider amounts expected to be recovered from insurance companies and others.

The amount recorded for environmental clean up is not material and is included in "Accrued expenses" in the Statement of
Financial Position. If a range of liability estimates is available on a particular site, we accrue at the lower end of that range. We
cannot estimate costs on sites in the very early stages of clean up. Currently, we have several sites in the very early stages of
clean up, and there is no more than a remote chance that a material amount for clean up will be required.

Pursuant to a consent decree Caterpillar entered into with the EPA, the company was required to pay a fine of $25 million, which
was expensed in 1998 and to make investments totaling $35 million in environmental-related products by July 7, 2007. During the
first quarter of 2005, Caterpillar made qualifying investments of $3.1 million surpassing its investment requirement in
environmental-related products with an accumulated investment of $38 million. A future benefit is expected to be realized from
these environmental projects related to Caterpillar's ability to capitalize on the technologies it developed in complying with its
environmental project obligations. In short, Caterpillar expects to receive a positive net return on the environmental projects by
being able to market the technology it developed.

We are a party to litigation matters and claims that are normal in the course of our operations, and, while the results of such
litigation and claims cannot be predicted with certainty, management believes, based on the advice of counsel, the final outcome
of any single proceeding or all proceedings in the aggregate would not have a materially adverse effect on our consolidated
financial position or results of operations or cash flows.

On January 16, 2002, Caterpillar commenced an action in the Circuit Court of the Tenth Judicial Circuit of lllinois in Peoria, lllinois,
against Navistar International Transportation Corporation and International Truck and Engine Corporation (collectively Navistar).
The lawsuit arises out of a long-term purchase contract between Caterpillar and Navistar effective May 31, 1988, as amended from
time to time (the Purchase Agreement). The pending complaint alleges that Navistar breached its contractual obligations by: (i)
paying Caterpillar $8.08 less per fuel injector than the agreed upon price for new unit injectors delivered by Caterpillar; (ii) refusing
to pay contractually agreed upon surcharges owed as a result of Navistar ordering less than planned volumes of replacement unit
injectors; and (iii) refusing to pay contractually agreed upon interest stemming from Navistar's late payments. As of March 31,
2005, the net past due receivable from Navistar regarding the foregoing and included in “Long-term receivables — trade and other”
in the Consolidated Statement of Financial Position totaled $139 million. The pending complaint also has claims alleging that
Newstream Enterprises and Navistar, collectively and individually, failed to pay the applicable price to Caterpillar for shipments of
unit injectors to Newstream. In January 2005, Caterpillar and Franklin Power Products, Inc. resolved claims similar to those
currently pending against Newstream, and Franklin has been dismissed from the lawsuit. As of March 31, 2005, the net past due
receivables for the foregoing, included in “Long-term receivables - trade and other” in the Consolidated Statement of Financial
Position totaled $12 million. The pending complaint further alleges that Sturman Industries, Inc. and Sturman Engine Systems,
Inc. colluded with Navistar to utilize technology that Sturman Industries, Inc. misappropriated from Caterpillar to help Navistar
develop its G2 fuel system, and tortiously interfered with the Purchase Agreement and Caterpillar's prospective economic
relationship with Navistar. The pending complaint further alleges that the two parties' collusion led Navistar to select Sturman
Engine Systems, Inc., and another company, instead of Caterpillar, to develop and manufacture the G2 fuel system.
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On May 7, 2002 International Truck and Engine Corporation (International) commenced an action against Caterpillar in the Circuit
Court of DuPage County, lllinois regarding a long-term agreement term sheet ("term sheet"). In its sixth amended complaint,
International alleges that the term sheet constitutes a legally binding contract for the sale of heavy-duty engines at specified prices
through the end of 2006, alleges that Caterpillar breached the term sheet by, among other things, raising certain prices effective
October 1, 2002, and also alleges that Caterpillar breached an obligation to negotiate a comprehensive long-term agreement
referenced in the term sheet. International seeks declaratory and injunctive relief as well as damages in an amount to be
determined at trial. Caterpillar denies International's claims and has filed a counterclaim seeking a declaration that the term sheet
has been effectively terminated. Caterpillar also asserts that pursuant to a subsequent agreement International has released
Caterpillar from certain of its claims. On September 24, 2003 the Appellate Court of lllinois, ruling on an interlocutory appeal,
issued an order consistent with Caterpillar's position that, even if the court subsequently determines that the term sheet is a
binding contract, it is indefinite in duration and was therefore terminable at will by Caterpillar upon reasonable notice. On April 12,
2005 International commenced a second, related action against Caterpillar in the Circuit Court of DuPage County, lllinois. The
second lawsuit contains allegations that are similar to the allegations contained in the first lawsuit filed in May, 2002. International
also alleges that Caterpillar materially breached the subsequent agreement. No trial dates are currently scheduled for either of the
cases pending in the Circuit Court of DuPage County. Neither of these cases are related to the breach of contract action brought
by Caterpillar against Navistar which is currently pending in the Circuit Court of Peoria County, lllinois.

In a letter dated November 15, 2004, the EPA proposed a civil penalty of $641,392 to Caterpillar for the alleged failure to comply
with certain requirements of the Federal Clean Air Act. The EPA alleges that Caterpillar constructed a facility in Emporia, Kansas,
and failed to comply with Section 112(g)(2)(B) of the Clean Air Act. Caterpillar sold the Emporia facility in December 2002. We
are seeking a settlement of this matter with all concerned parties and the company believes the outcome will not have a material
impact on our financial statements.

Segment Information

Caterpillar is organized based on a decentralized structure that has established accountabilities to continually improve business
focus and increase our ability to react quickly to changes in both the global business cycle and competitors' actions. Our current
structure uses a product, geographic matrix organization comprised of multiple profit center and service center divisions.

Caterpillar is a highly integrated company. The majority of our profit centers are product focused. They are primarily responsible for
the design, manufacture and ongoing support of their products. However, some of these product-focused profit centers also have
marketing responsibilities. We also have geographically-based profit centers that are focused primarily on marketing. However,
most of these profit centers also have some manufacturing responsibilities. One of our profit centers provides various financial
services to our customers and dealers. The service center divisions perform corporate functions and provide centralized services.

We have developed an internal measurement system to evaluate performance and to drive continuous improvement. This
measurement system, which is not based on generally accepted accounting principles (GAAP), is intended to motivate desired
behavior of employees and drive performance. It is not intended to measure a division’s contribution to enterprise results. The sales
and cost information used for internal purposes varies significantly from our consolidated, externally reported information resulting in
substantial reconciling items. Each division has specific performance targets and is evaluated and compensated based on achieving
those targets. Performance targets differ from division to division; therefore, meaningful comparisons cannot be made among the
profit or service center divisions. It is the comparison of actual results to budgeted results that makes our internal reporting valuable
to management. Consequently, we feel that the financial information required by Statement of Financial Accounting Standards No.
131 (SFAS 131), "Disclosures about Segments of an Enterprise and Related Information" has limited value to our external readers.

In the first quarter of 2005, we made several organizational changes which impacted our segment reporting. No individual segment
was materially impacted as a result of the changes and prior period amounts have been restated to conform to the current period
presentation.

Due to Caterpillar's high level of integration and our concern that segment disclosures based on SFAS 131 requirements have

limited value to external readers, we are continuing to disclose financial results for our three principal lines of business (Machinery,
Engines and Financial Products) in our Management’s Discussion and Analysis beginning on page 21.
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Business Segments
Three Months Ended March 31,

(Millions of dollars)

Machinery and Engines Financing
Asia/ Construction Latin North &
2005 Pacific =~ & Mining EAME America Power America All Insurance Consolidated
Marketing Products Marketing Marketing Products Marketing Other = Total = Services Total
External sales and revenues....... $ 598 § 93 $ 1113 § 488 $ 2231 $§ 2581 § 600% 7704 % 680 $§ 8384
Intersegment sales & revenues .. 36 3,657 1,042 367 2,116 103 884 8,205 20 8,225
Total sales and revenues........... $§ 634 § 3750 § 2155 § 855 § 4347 § 2684 § 14848% 15909 % 700 § 16,609
Depreciation and amortization ... $ K 45§ 17§ 12 % 74 % 18 288 180% 159 § 339
Imputed interest expense............ $ 4% 20 9 8 8 6 $ 29 § 18 29§ 97 ¢ 176 $ 273
Accountable profit (Ioss).............. $ 34 383 § 116 % 48 § 134§ 37$ 211% 963% 129 § 1,092
Accountable assets at
March 31, 2005...........ccooevuenne. $ 512§ 2656 $ 1203 $ 842 § 3759 § 377 $ 3,9859% 13334 § 24829 $§ 38,163
Capital Expenditures.................... $ 18 43 $ 13 $ 5% 59 § $ 178 1388% 239 § 377
Machinery and Engines Financing
Asia/ Construction Latin North &
2004 Pacific =~ & Mining EAME | America Power America All Insurance Consolidated
Marketing Products Marketing Marketing Products Marketing Other = Total = Services Total
External sales and revenues....... $ 533§ 64 $§ 8299% 346 $ 1727 § 2037 § 427§ 593 547 § 6510
Intersegment sales & revenues .. 27 2,828 867 275 1,679 86 648 6,410 - 6,410
Total sales and revenues........... $§ 560 § 2892 $§ 1696 % 621 § 3406 § 2123 § 10758 12373 § 547 § 12920
Depreciation and amortization ... $ 39 45 $ 15§ 18 739 -$ 24% 171§ 149 § 320
Imputed interest expense............ $ 4% 16 $ 798 5% 28 $§ -$  23% 83% 123 § 206
Accountable profit (I0ss).............. $ 47 $ 208§ 91§ 47 15 $ 87 § 151 736$ 106 $ 842
Accountable assets at
December 31,2004 .................. $ 525§ 2572 § 1097 § 775 $§ 3,900 $ 28 § 3896 % 12,793 § 24450 $ 37,243
Capital Expenditures................... $ 19 2§ 798 4% 318 -9 179 829% 251 % 333
Reconciliation of Sales & Revenues:
(Millions of dollars) Machinery Financing &
and Insurance Consolidating Consolidated
Engines Services Adjustments Total
Three Months Ended March 31, 2005:
Total external sales and revenues from
BUSINESS SEGMENLS.......ocveviiireieicreee e, $ 7,704 $ 680 $ - $ 8384
()11 OO 85 (68) (62) 1 (45)
Total sales and IEVENUES ...........ccevivreveiireieeesireeeie s $ 7,789 $ 612 $ (62) $ 8339
Three Months Ended March 31, 2004:
Total external sales and revenues from
BUSINESS SEGMENLS........cvevieiireiecreee e, $ 5,963 $ 547 $ - $ 6510
()11 OO 39 (30) (39) (30)
Total sales and rEVENUES ..........c.ccuveeveruereeeeeee e, $ 6,002 $ 517 $ (39) $ 6480

! Elimination of Financial Products revenues from Machinery and Engines
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Reconciliation of Profit Before Taxes:

(Millions of dollars)

Three Months Ended March 31, 2005:

Total accountable profit from business segments ............ccccceveunee.

Corporate costs

Timing ...coevevveeee

Methodology differences:
Inventory/cost Of SAlES ..o,
Postretirement benefit expense...........ccocveeeiveeciccesicrenae,
FINANCING COSES .....cvuvieeieieirieeerec s
Equity in profit of unconsolidated affiliated companies.............

Currency ...

Three Months Ended March 31, 2004:

Total accountable profit from business segments .........c..ccccvvevnnes

Corporate costs

Timing.......o.......

Methodology differences:
Inventory/cost Of SAlES .........ccvveieririrere e,
Postretirement benefit eXpense..........occcveevvccseicesicvee,
FiNanCiNg COSES ......vu v

Machinery Financing &
and Insurance Consolidated
Engines Services Total

963 $ 129 $ 1,092
(162) - (162)
(32) (32)
(17) (17)

(97) (97)

7 - 7

(12) (2) (14)

8 - 8

. 5 5

9 - 9

667 $ 132 $ 799

736 $ 106 $ 842
(129) - (129)
(37) (37)
(29) (29)

(75) (75)

18 - 18

() (1) (6)

10 - 10

(35) 9 (26)

4 - 4

458 $ 114 $ 572
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Reconciliation of Assets:
Machinery Financing &

and Insurance Consolidating Consolidated
(Millions of dollars) Engines Services Adjustments Total
March 31, 2005:
Total accountable assets from business segments...... $ 13,334 $ 24,829 $ - $ 38,163
Items not included in segment assets:
Cash and short-term investments............ccccooeoeeeee. 346 171 - 517
Intercompany receivables.............covvirieneinininnens 549 573 (1,122) -
Trade and other receivables ...........cccooeercrnininen. 515 - - 515
Investment in unconsolidated affiliated companies .. 391 - - 391
Investment in Financial Products...........ccccccovveunee. 3,066 - (3,066) -
Deferred income taxes and prepaids...........cccccoeee.. 2,552 97 (369) 2,280
Intangible assets and other assets ...........c.cccccoveeeee. 2,324 - - 2,324
Service Center assets .......ocvverireniseneseies 986 - - 986
Liabilities included in segment assets............cceveen. 1,407 - - 1,407
Inventory methodology differences.........cccocovevreuneene, (2,273) - - (2,273)
OthEr e 132 (59) (36) 37
TOtal @SSELS .v.vvverecrir e $ 23329 $ 25611 $  (4,593) § 44347
December 31, 2004:
Total accountable assets from business segments..... $ 12,793 $ 24,450 $ - $ 37,243
Items not included in segment assets:
Cash and short-term investments.............cccoevvneee. 270 175 - 445
Intercompany receivables ............cooervreenerneenens 443 18 (461) -
Trade and other receivables ...........cccoocencrirennenn. 547 - - 547
Investment in unconsolidated affiliated companies .. 348 - (1) 347
Investment in Financial Products.............cccovvevnnee. 3,012 - (3,012) -
Deferred income taxes and prepaids..........cccccveenee 2477 92 (317) 2,252
Intangible assets and other assets ...........cccocovvrneee. 2177 - - 2177
Service Center assets ........ccovvvvevevcveeeeeeeeeeeeeene 1,001 - - 1,001
Liabilities included in segment assets...........ccccoveeeee. 1,346 - - 1,346
Inventory methodology differences.........c.ccccovuvivevnnee. (2,235) - - (2,235)
Other s 86 (123) 5 (32)
Total @SSELS ...vvcveveiceec s $ 22,265 $ 24612 $  (3,786) § 43,091

Subsequent Event

On April 28, 2005, Cat Financial completed a public securitization of retail installment sale contracts and finance leases. The net
proceeds, including cash proceeds and retained interests, were $850 million and the net gain was $12 million.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations
A. Overview

We reported record sales and revenues of $8.34 billion for the first quarter and record first quarter profit of $581 million, or $1.63 per
share. Sales and revenues were up 29 percent and profit was up 38 percent compared to the first quarter of 2004.

These record results are further evidence of the strength of the many global markets we serve and our ability to successfully meet this
continuing strong market demand. Thanks to the commitment of Team Caterpillar -- our employees, dealers and suppliers around the
world — we are working diligently to improve our performance while meeting customer needs. Our operating margins in the first quarter
were the best since the first half of 2004 when material cost pressures began to accelerate. We have an unwavering commitment to
fulfilling customer demand while improving operating margins through Price Realization, which more than offsets material cost
increases, and enhanced manufacturing efficiencies.

Sales and revenues of $8.34 billion were up $1.86 billion, or 29 percent, compared to $6.48 billion in the first quarter of 2004. The
increase in sales and revenues was driven by $1.44 billion of higher Machinery and Engines volume, $250 million of increased price
realization, a $102 million favorable impact of Currency on sales due primarily to the strengthening euro and British pound and $72
million of higher Financial Products revenues.

Profit of $581 million or $1.63 per share was up $161 million, or 38 percent, compared to $420 million or $1.19 per share in the first
quarter of 2004. The main contributors to the profit increase were higher Sales Volume of $521 million and higher price realization of
$250 million. Partially offsetting these favorable items were $489 million of higher Core Operating Costs and $48 million of higher
Retirement Benefits.

We remain squarely focused on responding to customer needs and improving operating performance, and we are on track to meet our
long-term financial targets. We're well positioned for growth and will continue to build on our record results, utilizing the power of 6
Sigma across the value chain to further increase supply chain efficiencies and performance. While we still face selected industry-wide
issues associated with material availability, our suppliers have responded and material availability is improving steadily.

We are raising our outlook for both sales and revenues and profit per share. We now expect 2005 sales and revenues to be up 16 to 18
percent and profit per share to be up 35 to 40 percent from 2004.

As 2005 unfolds, we are encouraged by the fundamental strength of the key markets we serve. Mining companies will continue to add
capacity to meet anticipated growth in demand for the next several years. In addition, global demand for energy, including coal as well
as oil and gas, and large infrastructure projects are growing. Likewise, commercial construction and housing in most countries will
create even further demand for our products and services. This positions Team Caterpillar to deliver results beyond our initial
expectations for the year.

Note: Glossary of terms included on pages 26-27; first occurrence of terms shown in bold italics.
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B. Consolidated Results of Operations

THREE MONTHS ENDED MARCH 31, 2005 COMPARED WITH THREE MONTHS ENDED MARCH 31, 2004
SALES AND REVENUES

Consolidated Sales and Revenues Comparison
1st Qtr 2005 vs. 1st Qtr 2004
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The chart above graphically illustrates reasons for the change in Consolidated Sales and Revenues between 15t Quarter 2004 (at left) and 1st
Quarter 2005 (at right). Items favorably impacting sales and revenues appear as upward stair steps with the corresponding dollar amounts above
each bar. Caterpillar management utilizes these charts internally to visually communicate with its Board and employees.

Sales and revenues for the first quarter of 2005 were $8.34 billion, up $1.86 billion or 29 percent from first quarter 2004. The increase
was due to higher Machinery volume of $1.01 billion, higher Engines volume of $425 million, improved price realization of $250 million,
the favorable impact of currency on sales of $102 million due primarily to the strengthening euro and British pound and higher Financial
Products revenues of $72 million.

Sales and Revenues by Geographic Region

(Millions of dollars) % North % % Latin % Asial %
Total Change America  Change EAME  Change America Change Pacific Change

1st Quarter 2004

Machinery..........c.cco...... $ 4,152 $ 2,283 $ 963 $ 295 $ 611
Engines’......ccoevene 1,850 870 559 195 226
Financial Products? ...... 478 336 84 30 28
$ 6,480 $ 3,489 $ 1,606 $ 520 $ 865
1st Quarter 2005
Machinery.......c.ccoveeee. $ 5,400 30% $ 2,928 28% $1,355 41% $ 440 9% $ 677 1%
Engines’........ccoeennnne. 2,389 29% 1,200 38% 743 33% 157 (19)% 289 28%
Financial Products? ...... 550 15% 390 16% 87 4% 31 3% 42 50%
$ 8,339 29% $ 4518 29% $2,185 36% $ 628 21% § 1,008 17%

1 Does not include internal engine transfers of $619 million and $484 million in 2005 and 2004, respectively. Internal engine transfers are valued at
prices comparable to those for unrelated parties.

2 Does not include revenues earned from Machinery and Engines of $62 million and $39 million in 2005 and 2004, respectively.

22



Machinery Sales

Machinery sales were $5.40 billion in first quarter 2005, a $1.25 billion or 30 percent increase over first quarter 2004, and a record for
any quarter. Sales volume was up about 24 percent. Improved price realization accounted for about 4 percent of the sales change,
while the remainder of the sales change was due to the favorable impact of currency. A portion of the higher volume was due to an
increase in dealer inventories, which was the result of more machines in transit or dealer preparation to support future deliveries. Dealer
inventories, relative to dealer deliveries to end users, were marginally lower than a year earlier.

North America sales were up 28 percent over first quarter 2004, with sales volume up about 24 percent and the remainder
due to improved price realization. Sales volume benefited from strong demand in all applications. Housing construction
increased in response to low mortgage interest rates and there is a large backlog of unused permits. Nonresidential
construction benefited from healthy business cash flows. Both coal and metals prices and production increased, driving
sizable increases into mining deliveries.

EAME sales in first quarter 2005 were 41 percent higher than a year earlier. Volume, up about 29 percent, was the biggest
contributor. The favorable impact of currency added about 6 percent and improved price realization added the remainder.
Low interest rates in Europe are beginning to revive construction, and both Africa/Middle East (AME) and the CIS continued to
benefit from high energy and metals prices and production. Both AME and the CIS are investing in new capacity and upgrading
infrastructure.

Latin America first quarter sales were 49 percent higher than a year earlier. Volume contributed about 41 percent, improved
price realization added about 7 percent and the remainder was due to currency. Mining benefited from higher prices and
production while low interest rates, increased spending on infrastructure and better economic growth boosted construction.

Asia/Pacific sales were up 11 percent over first quarter 2004. Increased volume contributed about 8 percent, improved price
realization added about 2 percent and the remainder was due to currency. Volume in China declined, but was largely offset by
increases in Australia and Indonesia. Coal mining increased sharply in Australia and Indonesia, benefiting from higher coal
prices.

Engines Sales

Engines sales were $2.39 billion in first quarter 2005, a $539 million or 29 percent increase over first quarter 2004. Sales volume was up
about 23 percent, improved price realization accounted for about 4 percent and the remainder was due to the favorable impact of

currency.

North America sales were up 38 percent over first quarter 2004. Sales of on-highway truck engines increased 33 percent, as
truck manufacturers successfully increased line rates to serve an ongoing expansion and replacement cycle driven by high
average fleet age, high freight demand, and improved freight carrier profitability. Sales of engines to the petroleum sector
increased 54 percent compared to last year, with widespread increases in sales of engines to gas compression, and Original
Equipment Manufacturer (OEM) equipment for drilling and well servicing, supported by higher energy prices. Sales of engines
to the marine sector increased 59 percent, benefiting from strengthening workboat activity. Sales of engines to the electric
power sector gained 3 percent with increased demand for critical standby generator sets to support sustainability for
telecommunications and financial service applications. Sales of reciprocating engines were partially offset by reduced turbine
sales as fuel prices increased faster than electricity rates. Dealer inventories of reciprocating engines increased above selling
rates due to higher levels of in-transit inventory with increasing volume.

EAME sales were up 33 percent over first quarter 2004. Sales of engines into the electric power sector increased 65 percent
due to widespread increased demand for prime, cogeneration and standby systems, ongoing Middle East reconstruction
demand, and sales resulting from the acquisition of Turbomach. Sales of engines to the industrial sector increased 26 percent
due to strong demand for various types of OEM equipment and the favorable impact of currency. In addition, the comparison
is with a reduced first quarter 2004 base that was impacted by the fourth quarter 2003 pre-buy of engines prior to the
implementation of European Tier Il emissions regulations. Sales of engines to the marine sector increased 73 percent, with
increased demand for inland waterways workboats and larger engines for oceangoing vessels, as well as the favorable effects
of currency. Dealer inventories increased above selling rates due to increasing volume, increased installation time associated
with more complex applications, and some investment in inventory from previously reduced levels to serve ongoing demand
increases.
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e Latin America sales decreased 19 percent versus first quarter 2004, with decreases in most sectors. Sales of marine engines
decreased 60 percent, with all of the reduction due to the absence of a large marine project that occurred in 2004. Sales of
electric power engines in Latin America decreased 9 percent, while sales of engines to the petroleum sector decreased 4
percent. Dealer inventory increased above selling rates primarily due to higher levels of in-transit inventory in the delivery
process.

e  Asia/Pacific sales were up 28 percent over first quarter 2004 with increases in all sectors, led by a 36 percent increase in
sales of petroleum engines, with all of the increase coming from turbines and turbine related services to support increased
exploration and production. Sales of engines to the marine sector increased 49 percent with strong demand for oceangoing,
pleasure craft and offshore supply vessels, followed by a 9 percent increase in sales of electric power engines. Current months
of sales of dealer inventory are above first quarter 2004 due to higher levels of in-transit inventory in the delivery process.

Financial Products Revenues

Financial Products revenues were $550 million, an increase of $72 million or 15 percent from first quarter 2004. The increase in
revenues was due primarily to a $65 million favorable impact from continued growth of Earning Assets at Cat Financial.

OPERATING PROFIT
Consolidated Operating Profit Comparison
1st Qtr 2005 vs. 1st Qtr 2004
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The chart above graphically illustrates reasons for the change in Consolidated Operating Profit between 1t Quarter 2004 (at left) and 15t Quarter
2005 (at right). Items favorably impacting operating profit appear as upward stair steps with the corresponding dollar amounts above each bar,
while items negatively impacting operating profit appear as downward stair steps with dollar amounts reflected in parentheses above each bar.
Caterpillar management utilizes these charts internally to visually communicate with its Board and employees.

Higher sales volume in all regions resulted in a favorable operating profit impact of $521 million, and improved price realization favorably
impacted operating profit by $250 million, which more than offset increases in material costs. Improved profitability of $13 million at
Financial Products also contributed to the increase in operating profit.

Partially offsetting the favorable items were $489 million in higher core operating costs, $48 million of higher retirement benefits and a
$37 million unfavorable impact of currency on operating profit. Manufacturing costs represented $439 million of the total increase in core
operating costs. Roughly two-thirds of the manufacturing cost increase was attributable to variable cost increases — 75 percent of which
resulted from higher material costs (primarily steel) with the remainder related to supply chain inefficiencies. The other one-third of the
increase in manufacturing costs was the result of a 15 percent, or approximately $100 million, increase in period manufacturing costs to
support a 30 percent increase in Machinery and Engine Sales and a United Auto Workers (UAW) contract ratification payment.

We continued to satisfy our customers in 2005 by delivering record first-quarter sales. The core operating cost increase reflected above
was largely attributable to increases in manufacturing costs to meet this demand. These additional manufacturing costs included higher
material costs resulting primarily from steel-related increases, higher manufacturing costs to support increased volume, inefficiencies due
to supply constraints, a UAW contract ratification payment, and higher freight and expediting costs to ensure timely delivery of material.
The remainder of the core operating cost increase was mainly due to planned spending on general support programs.

24



Operating Profit by Principal Line of Business

1st Quarter 1st Quarter Change
(Millions of dollars) 2004 2005 $
o741 OO $ 441 $ 496 $ 55
ENQGINEST ..o 41 183 142
FINancial PrOAUCES ..........ccuriieeirreerceree e 111 124 13
Consolidating AdJUSEMENLS...........cccovreeervsereserersrisssesessssssrssssessssssssrssssens (25) (47) (22)
Consolidated Operating Profit...........c.ccoereeeneemeeneenensineeeceseeseeeneieneenns $ 568 $ 756 $ 188

1 Caterpillar operations are highly integrated; therefore, the company uses a number of allocations to determine lines of business

operating profit for Machinery and Engines.

Operating Profit by Principal Line of Business

e Machinery operating profit of $496 million was up $55 million, or 12 percent, from first quarter 2004. The favorable impact of

higher sales volume and improved price realization was partially offset by higher core operating costs, higher retirement

benefits and the unfavorable impact of currency.

e Engines operating profit of $183 million was up $142 million, or 346 percent, from first quarter 2004. The favorable impact of
higher sales volume and improved price realization was partially offset by higher core operating costs, higher retirement

benefits and the unfavorable impact of currency.

e Financial Products operating profit of $124 million was up $13 million, or 12 percent, from first quarter 2004. The increase
was primarily due to a $30 million impact from the growth of earning assets, partially offset by an $11 million increase in

operating expenses primarily related to growth, at Cat Financial.

Reconciliation of Machinery and Engine Sales by Geographic Region to External Sales by Marketing Segment

Three months ended

March 31,

(Millions of Dollars) 2005 2004
North American GeographiC REGION ... eseeseese s sesneans $ 4128 $ 3,153
Engine sales included in the Power Products Segment............cccrvvnininneninenisenns (1,200) (870)
Company owned dealer sales included in the All Other segment.........cccocovvereneneniennen. (201) (123)
OBNBI™ ettt (146) (123)
North American Marketing eXternal SAIES ............ccovveevveeereererreireiee et $ 2581 $ 2037
EAME Geographic Region $ 2,008 $ 1,522
Power Products sales not included in the EAME Marketing segment ..........ccocovenenivneen. (672) (533)
0] =T OO OO OSSO (313) (160)
EAME Marketing eXternal SAlES............ccvvuevveevriiieieeieseeisse sttt $ 1,113 $ 829
Latin America Geographic REGION............ccevueviieieeieieessse st $ 597 $ 490
Power Products sales not included in the Latin America Marketing segment ....................... (167) (185)
0] =T OSSOSO 58 41
Latin America Marketing external SalES ...........ccveureriririnirinneneeneneese s $ 4388 $ 346
Asia/Pacific GEOGraphiC REGION .........cuu i eeeesess et ssssess e esesessees $ 966 $ 837
Power Products sales not included in the Asia/Pacific Marketing segment.........c.ccccocevvrunee. (192) (139)
DN ettt bbb (176) (165)
Asia/Pacific Marketing external SAlES .............cccoueeeureurevrcirciceeee e, $ 598 $ 533

* Mostly represents external sales of Construction and Mining Products and All Other segments.
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OTHER PROFIT/LOSS ITEMS

e Other incomel/expense was income of $108 million compared with income of $61 million in first quarter 2004 for a
favorable impact of $47 million. The change was primarily due to the favorable impact of currency gains of $41 million.
This, combined with the $37 million unfavorable impact on operating profit, created a net favorable impact of currency on
profit before tax of $4 million.

o The provision for income taxes in the first quarter reflects an estimated annual tax rate of 29 percent for 2005. We are
anticipating a 29 percent rate for the full year compared to 27 percent in 2004 primarily due to the impact of the phase-out
provision of the American Jobs Creation Act permitting only 80 percent of Extraterritorial Income Exclusion (ETI) benefits
in 2005 as well as a change in our geographic mix of profits.

e The equity in profitlloss of unconsolidated affiliated companies favorably impacted profit by $8 million over first
quarter 2004, primarily driven by increased profitability at Shin Caterpillar Mitsubishi Ltd. (SCM).

UAW LABOR AGREEMENT

In January 2005 the company and about 9,000 employees represented by the United Auto Workers reached a new six-year labor
agreement that will expire on March 1, 2011. This agreement positions the company and all our employees for long-term
competitiveness. While the initial impact will be about a $100 million increase in retirement benefits in 2005, with the establishment of a
very competitive market-based new hire wage package, the introduction of employee and retiree health care cost-sharing and other
operational effectiveness improvements, we believe we have a long-term cost structure that enables us to compete from our traditional
manufacturing and logistics locations. See additional information on the UAW Labor Agreement under Retirement Benefits on pages 32
to 33.

GLOSSARY OF TERMS

1.

2.

Consolidating Adjustments — Eliminations of transactions between Machinery and Engines and Financial Products.

Core Operating Costs — Machinery and Engines operating cost change adjusted for volume. It excludes the impact of currency
and retirement benefits.

Currency — With respect to sales and revenues, currency represents the translation impact on sales resulting from changes in
foreign currency exchange rates versus the U.S. dollar. With respect to operating profit, currency represents the net translation
impact on sales and operating costs resulting from changes in foreign currency exchange rates versus the U.S. dollar. With respect
to profit before tax, currency represents the net translation impact on sales, operating costs and other income/expense resulting
from changes in foreign currency exchange rates versus the U.S. dollar. Also included in the currency impact on other
income/expense are the effects of currency forward and option contracts entered into by the company to reduce the risk of
fluctuations in exchange rates and the net effect of changes in foreign currency exchange rates on our foreign currency assets and
liabilities. Currency includes the impacts on sales and operating profit for the Machinery and Engines lines of business only;
currency impacts on the Financial Products line of business are included in the Financial Products portions of the respective
analyses.

EAME - Geographic region including Europe, Africa, the Middle East and the Commonwealth of Independent States (CIS).

Earning Assets — These assets consist primarily of total net finance receivables plus retained interests in securitized trade
receivables, plus equipment on operating leases, less accumulated depreciation at Cat Financial. Net finance receivables
represent the gross receivables amount less unearned income and the allowance for credit losses.

Engines — A principal line of business including the design, manufacture, marketing and sales of engines for Caterpillar machinery,
electric power generation systems; on-highway vehicles and locomotives; marine, petroleum, construction, industrial, agricultural
and other applications; and related parts. Reciprocating engines meet power needs ranging from 5 to over 22,000 horsepower (4 to
over 16 200 kilowatts). Turbines range from 1,200 to 20,500 horsepower (900 to 15 000 kilowatts).
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7. Financial Products — A principal line of business consisting primarily of Caterpillar Financial Services Corporation (Cat Financial),
Caterpillar Insurance Holdings, Inc. (Cat Insurance), Caterpillar Power Ventures Corporation (Cat Power Ventures) and their
respective subsidiaries. Cat Financial provides a wide range of financing alternatives to customers and dealers for Caterpillar
machinery and engines, Solar gas turbines, as well as other equipment and marine vessels. Cat Financial also extends loans to
customers and dealers. Cat Insurance provides various forms of insurance to customers and dealers to help support the purchase
and lease of our equipment. Cat Power Ventures is an active investor in independent power projects using Caterpillar power
generation equipment and services.

8. Latin America — Geographic region including the Central and South American countries and Mexico.

9. Machinery — A principal line of business which includes the design, manufacture, marketing and sales of construction, mining and
forestry machinery — track and wheel tractors, track and wheel loaders, pipelayers, motor graders, wheel tractor-scrapers, track and
wheel excavators, backhoe loaders, log skidders, log loaders, off-highway trucks, articulated trucks, paving products, telescopic
handlers, skid steer loaders and related parts. Also includes logistics services for other companies.

10. Machinery and Engines — Due to the highly integrated nature of operations, represents the aggregate total of the Machinery and
Engines lines of business and includes primarily our manufacturing, marketing and parts distribution operations.

11. Price Realization — The impact of net price changes excluding currency.

12. Retirement Benefits — Cost of defined benefit pension plans, defined contribution plans and retirement healthcare and life
insurance.

13. Sales Volume — With respect to sales and revenues, sales volume represents the impact of changes in the quantities sold for
machines, engines and parts. With respect to operating profit, sales volume represents the impact of changes in the quantities sold
for machines, engines and parts combined with the net operating profit impact of changes in the relative weighting of machines,
engines and parts sales with respect to total sales.

14. 6 Sigma - On a technical level, 6 Sigma represents a measure of variation that achieves 3.4 defects per million opportunities. At
Caterpillar, 6 Sigma represents a much broader cultural philosophy to drive continuous improvement throughout the value chain. It
is a fact-based, data-driven methodology that we are using to improve processes, enhance quality, cut costs, grow our business
and deliver greater value to our customers through Black Belt-led project teams. At Caterpillar, 6 Sigma goes beyond mere process
improvement; it has become the way we work as teams to process business information, solve problems and manage our business
successfully.

C. Liquidity & Capital Resources

Sources of funds

We generate our capital resources primarily through operations and the collections of certificated retained interests in trade receivables.
Collections of certificated retained interests take place when Cat Financial collects cash on their portion of the securitized trade
receivables they have placed in a trust. In the first quarter of 2005, operating cash flow was $179 million. In the first quarter of 2004,
operating cash flow was negative $2.2 billion, and collections of certificated retained interests in trade receivables were $2.0 billion
totaling negative $202 million. The increase from negative $202 million in the first quarter of 2004 to positive $179 million in the first
quarter of 2005 is primarily the result of higher profitability and lower working capital requirements. For the first quarter of 2005, we did
not have collections of certificated retained interests in trade receivables because the trust did not meet the criteria for a qualifying
special purpose entity (QSPE) during that timeframe. We therefore consolidated the trust and included the assets and related cash flows
in “Receivables—trade and other” in the Consolidated Statement of Financial Position and the Consolidated Statement of Cash Flow,
respectively.

First quarter 2005 and 2004 operating cash flow was negatively impacted by inventory growth and incentive compensation payouts.
Short-term incentive compensation payouts (paid annually in the first quarter) were $461 million and $335 million in 2005 and 2004,
respectively. Seasonal inventory growth has been more significant the last two years due to increased sales and high production
volumes, which have resulted in key component shortages and delayed shipments.

We anticipate that the majority of future capital resource requirements will be funded by operating cash flow, which is largely sourced
from profits. See our Outlook on page 40.
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Total debt as of March 31, 2005, was $24.4 billion, an increase of $909 million from year-end 2004. Debt related to Machinery and
Engines increased $187 million. Debt related to Financial Products increased $722 million due to growth at Cat Financial. We have two
global credit facilities with a syndicate of banks totaling $5.0 billion available in the aggregate to both Machinery and Engines and
Financial Products to support commercial paper programs. Based on management's allocation decision, which can be revised at any
time, the portion of the facility available to Cat Financial at March 31, 2005 was $4.4 billion. The five-year facility of $2.5 billion expires in
September 2009. The 364-day facility of $2.5 billion expires in September 2005. The facility expiring in September 2005 has a provision
that allows Caterpillar or Cat Financial to obtain a one-year loan in September 2005 that would mature in September 2006. Our total
credit commitments as of March 31, 2005 were:

(Millions of dollars)

Machinery Financial
Consolidated and Engines Products

Credit lines available:
Global credit facility $ 5,000 $ 600 $ 4400
Other €Xteral ..........ccceiieciiicieeeee s 2,046 771 1,275
Total credit lines available 7,046 1,371 5,675
Less: Global credit facility supporting commercial paper 4,458 235 4,223
Less: Utilized credit..........coovvernernennesseesseee e, 526 101 425
AVAIADIE CTEAIL ... $ 2,062 $ 1,035 $ 1,027

We also generate funding through the securitization and sale of receivables/leases where the investors and/or the securitization trusts
have limited or no recourse to Caterpillar or Cat Financial. During the first quarter of 2005 Cat Financial sold retail finance leases with
servicing retained; proceeds of $10 million were received from the sale of such contracts.

We do not generate material funding through structured finance transactions.
Machinery and Engines

Net cash used for operating activities was $114 million compared with $149 million for the same period a year ago. The favorable
change is due to higher profit, which was partially offset by higher working capital requirements in the first quarter of 2005.

Pursuant to the share repurchase program authorized by the Board of Directors in October 2003, $357 million was spent to purchase 3.9
million shares during the first quarter of 2005. There were 342 million shares outstanding at the end of the first quarter 2005. The goal
of the share repurchase program, which expires in October 2008, is to reduce the company’s outstanding shares to 320 million.

Capital expenditures, excluding equipment leased to others, during the three months ended March 31, 2005 were $158 million, an
increase of $57 million from the same period a year ago. The increase is a result of increased spending to support growth and new
product introductions.

Financial Products

Operating cash flow was $313 million through the first quarter 2005, compared with $277 million for the same period a year ago. The
increase is the result of lower working capital requirements and an increase in profit through the first quarter 2005 as compared to the
same period a year ago. Cash used to purchase equipment leased to others was $238 million during the first quarter of 2005 compared
to $240 million for the first quarter of 2004. In addition, net cash used for finance receivables was $666 million for the first quarter of
2005, compared to $399 million for the first quarter of 2004.

Financial Products total borrowings were $20.5 billion at March 31, 2005, an increase of $722 million from December 31, 2004 due to
financing a higher amount of assets. Debt repayment in Financial Products depends primarily on timely repayment and collectibility of
the receivables portfolio. At March 31, 2005, finance receivables past due over 30 days were 1.94 percent, compared with 2.82 percent
at the end of March 31, 2004. The allowance for credit losses was 1.38 percent of finance receivables, net of unearned income, at
March 31, 2005, compared to 1.48 percent at March 31, 2004. Receivables written off due to uncollectibility, net of recoveries on
receivables previously written off, were $5 million and $11 million for the three months ended March 31, 2005 and 2004, respectively.

On April 28, 2005, Cat Financial completed a public securitization of retail installment sale contracts and finance leases. The net
proceeds, including cash proceeds and retained interests, were $850 million and the net gain was $12 million.
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2004 Cash Flow Reclassification

In the fourth quarter of 2004, we changed how we classify cash flows related to trade receivables securitized through Cat Financial and
wholesale inventory receivables financed by Cat Financial. 2003 and 2002 amounts reported in our 2004 Consolidated Statement of
Cash Flow were reclassified to conform to the 2004 presentation. These reclassifications had no impact on the Increase in Cash and
Short-term Investments on the Consolidated Statement of Cash Flow.

The Consolidated Statement of Cash Flow for the three months ended March 31, 2004 has been reclassified to conform with the 2005
presentation as follows;

Previously As
(Millions of dollars) Reported Change Reclassified
Consolidated Statement of Cash Flow
Receivables — trade and Other ..o, (197) $ (2,301) $ (2,498)
Net cash provided by (used for) operating activities 98 (2,301) (2,203)
Additions to finance reCeivabIES...........ccoviereeiececeee s (4,812) 2,946 (1,866)
Collections of finance receivables...........ccoveerireniiniennns 3,854 (2,382) 1,472
Proceeds from sale of finance receivables ..., 264 (264) -
Collections of retained interests in securitized trade receivables..................... - 2,001 2,001
Net cash provided by (used for) investing activities...................cccoueennne. (912) 2,301 1,389

D. Critical Accounting Policies

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect reported amounts. The more significant estimates include: residual values for leased assets, fair
market values for goodwill impairment tests, and reserves for warranty, product liability and insurance losses, postretirement benefits,
post-sale discounts, credit losses and income taxes. We have incorporated many years of data into the determination of each of these
estimates and we have not historically experienced significant adjustments. These assumptions are reviewed at least annually with the
Audit Committee of the Board of Directors. Following are the methods and assumptions used in determining our estimates and an
indication of the risks inherent in each.

Residual values for leased assets - Determined based on the product, specifications, application and hours of usage. Each product
has its own model for evaluation that includes market value cycles and forecasts. Consideration is also given to the amount of assets
that will be returned from lease during a given time frame. Residual values could decline due to economic factors, obsolescence or other
adverse circumstances.

Fair market values for goodwill impairment tests - Determined for each reporting unit by discounting projected cash flow for five years
and adding a year-five residual value based upon a market Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA)
multiple. The estimated fair value could be impacted by changes in interest rates, growth rates, costs, capital expenditures and market
conditions.

Warranty reserve - Determined by applying historical claim rate experience to the current field population and dealer inventory.
Historical claim rates are developed using a rolling average of actual warranty payments. Effective in the third quarter of 2004, we
refined our process to utilize more detailed claim rates by product. This provides more comprehensive product warranty information for
management. This change did not have a material impact on our financial statements. Warranty payments may differ from those
estimated if actual claim rates are higher or lower than our historical rates.

Product liability and insurance loss reserve - Determined based upon reported claims in process of settlement and actuarial

estimates for losses incurred but not reported. Loss reserves, including incurred but not reported reserves, are based on estimates and
ultimate settlements may vary significantly from such estimates due to increased claims frequency or severity over historical levels.
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Postretirement benefits - Primary actuarial assumptions are determined as follows:

e The U.S. expected long-term rate of return on plan assets is based on our estimate of long-term passive returns for equities
and fixed income securities weighted by the allocation of our plan assets. Based on historical performance, we increase the
passive returns due to our active management of the plan assets. A similar process is used to determine the rate for our non-
U.S. pension plans. This rate is impacted by changes in general market conditions, but because it represents a long-term rate,
it is not significantly impacted by short-term market swings. Changes in our allocation of plan assets would also impact this
rate. For example, a shift to more fixed income securities would lower the rate. A decrease in the rate would increase our
expense.

e The assumed discount rate is used to discount future benefit obligations back to today's dollars. The U.S. discount rate is
based on the Moody's Aa bond yield as of our measurement date, November 30, and represents the rate at which our benefit
obligations could effectively be settled. A similar process is used to determine the assumed discount rate for our non-U.S.
plans. This rate is sensitive to changes in interest rates. A decrease in the discount rate would increase our obligation and
future expense.

e The expected rate of compensation increase is used to develop benefit obligations using projected pay at retirement. It
represents average long-term salary increases. This rate is influenced by our long-term compensation policies. An increase in
the rate would increase our obligation and expense.

o The assumed health care trend rate represents the rate at which health care costs are assumed to increase and is based on
historical and expected experience. Changes in our projections of future health care costs due to general economic conditions
and those specific to health care (e.g. technology driven cost changes) will impact this trend rate. An increase in the trend rate
would increase our obligation and expense.

Post-sale discount reserve — The company extends numerous merchandising programs that provide discounts to dealers as products
are sold to end users. The reserve is determined based on historical data adjusted for known changes in merchandising programs.
Discounts paid may differ from those estimated if actual program usage is higher or lower than our historical or expected rates.

Credit loss reserve — The allowance for credit losses is evaluated on a regular basis and adjusted based upon management's best
estimate of probable losses inherent in our finance receivables. In estimating probable losses, we review accounts that are past due,
non-performing, or in bankruptcy. We also review accounts that may be at risk using information available about the customer, such as
financial statements, news reports, and published credit ratings. We also use general information regarding industry trends and the
general economic environment. Using an estimate of current fair market value of collateral and factoring in credit enhancements, such
as additional collateral and third party guarantees, we arrive at an estimated loss for specific accounts and estimate an additional amount
for the remainder of the finance receivables based upon historical trends. Adverse economic conditions or other factors that might cause
deterioration of the financial health of our customers could change the timing and level of payments received and thus necessitate a
change in our estimated losses.

Income tax reserve — Despite our belief that our tax return positions are consistent with applicable tax law, we believe that certain
positions are likely to be challenged by taxing authorities. Settlement of any challenge can result in no change, a complete disallowance,
or some partial adjustment reached through negotiations or litigation. Significant judgment is required in evaluating our tax reserves.
Our reserves are adjusted in light of changing facts and circumstances, such as the progress of our tax audits. Our income tax expense
includes the impact of reserve provisions and changes to reserves that we consider appropriate, as well as related interest. Unfavorable
settlement of any particular issue would require use of our cash. Favorable resolution would be recognized as a reduction to income tax
expense at the time of resolution.

EMPLOYMENT

At the end of the first quarter of 2005, Caterpillar's worldwide employment was 79,988 compared with 70,815 one year ago. The
increase is primarily due to approximately 3,500 hourly labor additions to support increased volume, the conversion of approximately
2,000 supplemental employees to full-time employment in our Midwestern U.S. facilities, and the addition of approximately 2,000
employees from acquisitions and growing Caterpillar Logistics operations.

30



OTHER MATTERS
Environmental and Legal Matters

The company is regulated by federal, state, and international environmental laws governing our use of substances and control of
emissions in all our operations. Compliance with these existing laws has not had a material impact on our capital expenditures or
earnings.

We are cleaning up hazardous waste at a number of locations, often with other companies, pursuant to federal and state laws. When it
is likely we will pay clean-up costs at a site and those costs can be estimated, the costs are charged against our earnings. In
formulating that estimate, we do not consider amounts expected to be recovered from insurance companies and others.

The amount recorded for environmental clean up is not material and is included in "Accrued expenses" in the Statement of Financial
Position. If a range of liability estimates is available on a particular site, we accrue at the lower end of that range. We cannot estimate
costs on sites in the very early stages of clean up. Currently, we have several sites in the very early stages of clean up, and there is no
more than a remote chance that a material amount for clean up will be required.

Pursuant to a consent decree Caterpillar entered into with the EPA, the company was required to pay a fine of $25 million, which was
expensed in 1998 and to make investments totaling $35 million in environmental-related products by July 7, 2007. During the first
quarter of 2005, Caterpillar made qualifying investments of $3.1 million surpassing its investment requirement in environmental-related
products with an accumulated investment of $38 million. A future benefit is expected to be realized from these environmental projects
related to Caterpillar's ability to capitalize on the technologies it developed in complying with its environmental project obligations. In
short, Caterpillar expects to receive a positive net return on the environmental projects by being able to market the technology it
developed.

We are a party to litigation matters and claims that are normal in the course of our operations, and, while the results of such litigation and
claims cannot be predicted with certainty, management believes, based on the advice of counsel, the final outcome of any single
proceeding or all proceedings in the aggregate would not have a materially adverse effect on our consolidated financial position or
results of operations or cash flows.

On January 16, 2002, Caterpillar commenced an action in the Circuit Court of the Tenth Judicial Circuit of lllinois in Peoria, lllinois,
against Navistar International Transportation Corporation and International Truck and Engine Corporation (collectively Navistar). The
lawsuit arises out of a long-term purchase contract between Caterpillar and Navistar effective May 31, 1988, as amended from time to
time (the Purchase Agreement). The pending complaint alleges that Navistar breached its contractual obligations by: (i) paying
Caterpillar $8.08 less per fuel injector than the agreed upon price for new unit injectors delivered by Caterpillar; (i) refusing to pay
contractually agreed upon surcharges owed as a result of Navistar ordering less than planned volumes of replacement unit injectors; and
(iii) refusing to pay contractually agreed upon interest stemming from Navistar's late payments. As of March 31, 2005, the net past due
receivable from Navistar regarding the foregoing and included in “Long-term receivables — trade and other” in the Consolidated
Statement of Financial Position totaled $139 million. The pending complaint also has claims alleging that Newstream Enterprises and
Navistar, collectively and individually, failed to pay the applicable price to Caterpillar for shipments of unit injectors to Newstream. In
January 2005, Caterpillar and Franklin Power Products, Inc. resolved claims similar to those currently pending against Newstream, and
Franklin has been dismissed from the lawsuit. As of March 31, 2005, the net past due receivables for the foregoing, included in “Long-
term receivables — trade and other” in the Consolidated Statement of Financial Position totaled $12 million. The pending complaint
further alleges that Sturman Industries, Inc. and Sturman Engine Systems, Inc. colluded with Navistar to utilize technology that Sturman
Industries, Inc. misappropriated from Caterpillar to help Navistar develop its G2 fuel system, and tortiously interfered with the Purchase
Agreement and Caterpillar's prospective economic relationship with Navistar. The pending complaint further alleges that the two parties'
collusion led Navistar to select Sturman Engine Systems, Inc., and another company, instead of Caterpillar, to develop and manufacture
the G2 fuel system.
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On May 7, 2002 International Truck and Engine Corporation (International) commenced an action against Caterpillar in the Circuit Court
of DuPage County, lllinois regarding a long-term agreement term sheet ("term sheet"). In its sixth amended complaint, International
alleges that the term sheet constitutes a legally binding contract for the sale of heavy-duty engines at specified prices through the end of
2006, alleges that Caterpillar breached the term sheet by, among other things, raising certain prices effective October 1, 2002, and also
alleges that Caterpillar breached an obligation to negotiate a comprehensive long-term agreement referenced in the term sheet.
International seeks declaratory and injunctive relief as well as damages in an amount to be determined at trial. Caterpillar denies
International's claims and has filed a counterclaim seeking a declaration that the term sheet has been effectively terminated. Caterpillar
also asserts that pursuant to a subsequent agreement International has released Caterpillar from certain of its claims. On September
24, 2003 the Appellate Court of lllinois, ruling on an interlocutory appeal, issued an order consistent with Caterpillar's position that, even
if the court subsequently determines that the term sheet is a binding contract, it is indefinite in duration and was therefore terminable at
will by Caterpillar upon reasonable notice. On April 12, 2005 International commenced a second, related action against Caterpillar in the
Circuit Court of DuPage County, lllinois. The second lawsuit contains allegations that are similar to the allegations contained in the first
lawsuit filed in May, 2002. International also alleges that Caterpillar materially breached the subsequent agreement. No trial dates are
currently scheduled for either of the cases pending in the Circuit Court of DuPage County. Neither of these cases are related to the
breach of contract action brought by Caterpillar against Navistar which is currently pending in the Circuit Court of Peoria County, lllinois.

In a letter dated November 15, 2004, the EPA proposed a civil penalty of $641,392 to Caterpillar for the alleged failure to comply with
certain requirements of the Federal Clean Air Act. The EPA alleges that Caterpillar constructed a facility in Emporia, Kansas, and failed
to comply with Section 112(g)(2)(B) of the Clean Air Act. Caterpillar sold the Emporia facility in December 2002. We are seeking a
settlement of this matter with all concerned parties and the company believes the outcome will not have a material impact on our
financial statements.

E. Retirement Benefits

We recognized pension expense of $96 million for the three months ended March 31, 2005, as compared to $74 million for the three
months ended March 31, 2004. The increase in expense was primarily a result of both the amortization of actuarial losses resulting from
a declining discount rate and plan changes from the new UAW labor agreement (discussed below), partially offset by the impact of
expected asset returns on plan assets. SFAS 87, “Employers’ Accounting for Pensions” requires companies to discount future benefit
obligations back to today’'s dollars using a discount rate that is based on high-quality fixed-income investments. A decrease in the
discount rate increases the pension benefit obligation. This increase is amortized into earnings as an actuarial loss. SFAS 87 also
requires companies to use an expected long-term rate of asset return for computing current year pension expense. Differences between
the actual and expected returns are amortized into earnings as actuarial gains and losses. At the end of 2004, unrecognized actuarial
losses related to pension were $3.28 billion. The majority of the unrecognized actuarial losses are due to declining discount rates in
recent years.

Other postretirement benefit expense was $89 million in first quarter 2005, as compared to $67 million in the first quarter 2004. The
increase in expense is primarily the result of plan changes from the new UAW labor agreement, and the amortization of actuarial losses
resulting from an increase in expected health care inflation and a declining discount rate. Unrecognized actuarial losses for other
postretirement benefit plans were $1.23 billion at the end of 2004. These losses reflect a declining discount rate, an increase in expected
health care inflation and higher than expected benefit costs.

The unrecognized actuarial losses for both pensions and other postretirement benefits will be impacted in future periods by actual asset
returns, actual health care inflation, discount rate changes and other factors that impact these expenses. These losses will be amortized
on a straight-line basis over the average remaining service period of active employees expected to receive benefits under the benefit
plans. At the end of 2004, the average remaining service period of active employees was 13 years for our U.S. pension plans, 12 years
for our non-U.S. pension plans and 8 years for other postretirement benefit plans. We expect our amortization of net actuarial losses to
increase approximately $100 million in 2005 as compared to 2004, primarily because of a decrease in the discount rate.

SFAS 87 requires the recognition of an Additional Minimum Liability if the market value of plan assets is less than the accumulated

benefit obligation at the end of the measurement date. Future changes to the Additional Minimum Liability will be dependent on several
factors including our assumed discount rate, actual returns on our pension plan assets, company contributions and benefit plan changes.
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The agreement reached with the UAW in January 2005 included changes to both pension and other postretirement benefits. Pension
plan changes included increases in basic benefit payments, increases in the allowance provided to employees who retire before age 62
as well as annual lump-sum payments to retirees during the first three years of the contract. Other postretirement benefit changes
included several changes to our retiree medical plan design that resulted in a net increase in company cost sharing with retirees.

e Changes to the pension plan resulted in an increase in the pension obligation of approximately $230 million. This reflects a
discount rate of 5.75%. The increase will be amortized into earnings on a straight-line basis over 10 years, the average
remaining service period of active employees impacted by the plan change. In addition, there will be an ongoing increase in
expense as a result of the benefit changes. In total, full year 2005 pension expense (and annual expense until the plan change
is fully amortized) will increase approximately $30 million. In addition to the increase in pension expense, the plan changes
increased the Additional Minimum Pension Liability by approximately $230 million.

e Changes to the other postretirement plan resulted in an increase in the benefit obligation of approximately $620 million. This
also reflects a discount rate of 5.75%. The increase will be amortized into earnings on a straight-line basis over 16 years, the
average remaining life expectancy of plan participants that are fully eligible for benefits (as they comprise almost all of the
plan). In addition, there will be an ongoing increase in expense as a result of the benefit changes. In total, full year 2005 other
postretirement benefit expense (and annual expense until the plan change is fully amortized) will increase approximately $70
million.

Although we have no ERISA funding requirements in 2005, we expect to make $30 million of voluntary cash contributions to fund our
U.S. pension plans. (No U.S. plan contributions were made in the first quarter of 2005.) We made approximately $50 million of
contributions to non-U.S. pension plans during the first three months ended March 31, 2005, and anticipate additional contributions of
approximately $90 million during 2005. We have adequate liquidity resources to fund all U.S. and non-U.S. plans.

F. Supplemental Consolidating Data

We are providing supplemental consolidating data for the purpose of additional analysis. The data has been grouped as follows:
Consolidated — Caterpillar Inc. and its subsidiaries.

Machinery and Engines - The Machinery and Engines data contained in the schedules on pages 34 to 39 are “non-GAAP financial
measures” as defined by the Securities and Exchange Commission in Regulation G. These non-GAAP financial measures have no
standardized meaning prescribed by U.S. GAAP, and therefore, are unlikely to be comparable with the calculation of similar measures
for other companies. Management does not intend these items to be considered in isolation or as a substitute for the related GAAP
measures. Caterpillar defines Machinery and Engines as it is presented in the supplemental data as Caterpillar Inc. and its subsidiaries
with Financial Products accounted for on the equity basis. Machinery and Engines information relates to our design, manufacturing,
marketing of our products. Financial Products information relates to the financing to customers and dealers for the purchase and lease
of Caterpillar and other equipment. The nature of these businesses is different especially with regard to the financial position and cash
flow items. Caterpillar management utilizes this presentation internally to highlight these differences. We also believe this presentation
will assist readers in understanding our business.

Financial Products - our finance and insurance subsidiaries, primarily Cat Financial and Cat Insurance.
Consolidating Adjustments - eliminations of transactions between Machinery and Engines and Financial Products.

Pages 34 to 39 reconcile Machinery and Engines with Financial Products on the Equity Basis to Caterpillar Inc. Consolidated financial
information. Certain amounts for prior periods have been reclassified to conform to the current period financial statement presentation.
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Caterpillar Inc.

Supplemental Data for Results of Operations
For The Three Months Ended March 31, 2005
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated and Engines ' Products Adjustments

Sales and revenues:

Sales of Machinery and Engines ...........cc..ccovvvunee. $ 7,789 $ 7,789 $ - $ -

Revenues of Financial Products ............cccccccuevnee. 550 - 612 (62)2

Total sales and revenues...........ccocevevvveveveeeeeenieennas 8,339 7,789 612 (62)
Operating costs:

Cost of goods SOl .......c.evevreeereirrereiseereiseeeis 6,215 6,215 - -

Selling, general and administrative expenses......... 744 648 107 (11)3

Research and development expenses.................... 241 241 - -

Interest expense of Financial Products................... 170 - 173 (3)4

Other operating eXpenses..........c.ceevveeeeeneeerennes 213 6 208 (1)8

Total operating COStS.........cvuvveenierierinerercis 7,583 7,110 488 (15)
Operating profit..............cccoovininnineneseeis 756 679 124 (47)

Interest expense excluding Financial Products....... 65 66 - (1)

Other inCoOme (EXPENSE) ....cvvvvreerererrirreeireiseeinees 108 54 8 46 5
Consolidated profit before taxes ...............cccceeuenuie. 799 667 132 -

Provision for inCOME taxes.........c.covevrevrevrereereiennnns 232 186 46 -

Profit of consolidated companies..............ccocovenneen. 567 481 86 -

Equity in profit (loss) of unconsolidated

affiliated cCOmMPaNIES .......c.cococvvvecvevreireiereieia, 14 12 2 -
Equity in profit of Financial Products'
SUDSIIANES ...vcvvrcveviecrece e - 88 - (88)8

Profit........cooiieceserese e $ 581 $ 581 $ 88 $ (88)

' Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

2 Elimination of Financial Products revenues earned from Machinery and Engines.

3 Elimination of net expenses recorded by Machinery and Engines paid to Financial Products.

4 Elimination of interest expense recorded between Financial Products and Machinery and Engines.

5 Elimination of discount recorded by Machinery and Engines on receivables sold to Financial Products and of interest earned between
Machinery and Engines and Financial Products.

6 Elimination of Financial Products profit due to equity method of accounting.
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Caterpillar Inc.

Supplemental Data for Results of Operations
For The Three Months Ended March 31, 2004
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated and Engines ' Products Adjustments

Sales and revenues:

Sales of Machinery and Engines ............ccc.cccovue $ 6,002 $ 6,002 $ - $ -

Revenues of Financial Products...............ccceuvee.. 478 - 517 (39)?

Total sales and revenues..........ccccevevvveeeeevevennen. 6,480 6,002 517 (39)
Operating costs:

Cost of goods SOId ..........ceveurierreirirerieeririeens 4,701 4,701 - -

Selling, general and administrative expenses ..... 673 586 99 (12)3

Research and development expenses ................ 231 231 - -

Interest expense of Financial Products................ 119 - 122 (3)

Other operating eXpenses ........ccocoeerrereererererenes 188 2 185 13

Total operating CoStS .......cvvrvrerrerereerrecerereeenenes 5,912 5,520 406 (14)
Operating profit..............ccoooverinninieinieesens 568 482 111 (25)

Interest expense excluding Financial Products ... 57 58 - (1)

Other income (EXPENSE) .....cvvvvreurivrerierierereirieens 61 34 3 245
Consolidated profit before taxes...............c.cc.c....... 572 458 114

Provision for income taxes...........ccccoevivrerienennes 158 119 39

Profit of consolidated companies.............cccocuveeee. 414 339 75

Equity in profit (loss) of unconsolidated

affiliated companies ..........cccocoveeerviereieenenne, 6 5 1
Equity in profit of Financial Products'
SUDSIIANES ..vvvvevrecveieceeee e - 76 - (76 )¢

Profit........cooviiirircss e, $ 420 $ 420 $ 76 $ (76)

' Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

2 Elimination of Financial Products revenues earned from Machinery and Engines.

3 Elimination of net expenses recorded by Machinery and Engines paid to Financial Products.

4 Elimination of interest expense recorded between Financial Products and Machinery and Engines.

5 Elimination of discount recorded by Machinery and Engines on receivables sold to Financial Products and of interest earned between
Machinery and Engines and Financial Products.

6 Elimination of Financial Products profit due to equity method of accounting.
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Caterpillar Inc.
Supplemental Data for Financial Position
At March 31, 2005
(Unaudited)
(Millions of dollars)
Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated and Engines ' Products Adjustments
Assets:

Current assets:

Cash and short-term investments ............c..cc..... $ 517 $ 346 $ 171 $ -
Receivables - trade and other...........ccovviveniene. 7,517 3,459 984 3,074 23
Receivables - finance.........c.cocovvreenenneenieenins 5,188 - 9,383 (4,195)3
Deferred and refundable income taxes..........cc....... 443 374 69 -
Prepaid eXpenses .........cccococcceeeencececeee e, 1,329 1,324 20 (15)4
INVENTOMIES ..ot 5,230 5,230 - -

Total current @SSEts ........cccvvereiveceiieeeer s 20,224 10,733 10,627 (1,136)

Property, plant and equipment — net............ccccocevvernen, 7,551 4,757 2,794 -

Long-term receivables - trade and other...........c.cccveee.e. 780 255 37 488 3

Long-term receivables — finance...........cccovveevrecerenenne. 10,300 - 10,825 (525)3

Investments in unconsolidated affiliated companies...... 558 516 42 -

Investments in Financial Products subsidiaries ............. - 3,066 - (3,066)8

Deferred iNCOME taXeS.......cccvvvvererierecrers e, 689 1,015 28 (354)7

Intangible @SSEtS .........cvvveeirirecre s 474 467 7 -

GOOAWIIl ... 1,450 1,450 -

Other @SSetS......ccveeeeeeeeeeece e 2,321 1,070 1,251 -
Total @SSELS ........cveeoeeeeee e $ 44,347 $ 23329 $ 25611 $  (4,593)
Liabilities

Current liabilities:

Short-term bOrrowWiNgS. ........coevveerireenrirerreeeninenes 3,265 669 3,596 (1,000)8
Accounts payable...........coeerinninineneneen, 3,978 3,863 236 (121)°
ACCIUEd EXPENSES......ovieeereeeeeieisieeieisetesseessesnrennas 1,800 909 906 (15)10
Accrued wages, salaries and employee benefits...... 1,437 1,432 5 -
Customer advanCes .........ccoevvereereereinenieisenienns 631 631 -

Dividends payable...........cooeririnienenienieneens - - - -
Deferred and current income taxes payable............. 416 347 75 (6)
Long-term debt due within one year .............cconeeuee. 3,260 29 3,231 -

Total current iabIlItES .......c..ocuevrecrrieereer e 14,787 7,880 8,049 (1,142)

Long-term debt due after one year .........cccocecvvicrnrnes 17,909 3,854 14,092 (37)8

Liability for postemployment benefits............coovrenienc. 3,217 3,217 - -

Deferred income taxes and other liabilities..................... 687 631 404 (348)7
Total liabilities ..o 36,600 15,582 22,545 (1,527)
Stockholders' equity

CommMON SIOCK .......cuverireiriirere e, 1,308 1,308 888 (888)8

Treasury StOCK .........cccvvveevieresece e (3,554) (3,554) - -

Profit employed in the business..........cccocoevrevrereninnens 10,518 10,518 1,912 (1,912)8

Accumulated other comprehensive income.................... (525) (525) 266 (266)8
Total stockholders' equity............ccconrrnirnncnnic. 7,747 7,747 3,066 (3,066)
Total liabilities and stockholders' equity ......................... $ 44347 $§ 23329 $ 25611 $ (4,593)
' Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

2 Elimination of receivables between Machinery and Engines and Financial Products.

3 Reclassification of Machinery and Engines trade receivables purchased by Cat Financial and Cat Financial’s wholesale inventory receivables.
4 Elimination of Machinery and Engines insurance premiums that are prepaid to Financial Products.

5 Elimination of Machinery and Engines investment in Financial Products subsidiary.

6 Elimination of Financial Products equity which is accounted for on Machinery and Engines on the equity basis.

7 Reclassification reflecting required netting of deferred tax assets / liabilities by taxing jurisdiction.

8 Elimination of debt between Machinery and Engines and Financial Products.

9

Elimination of payables between Machinery and Engines and Financial Products.
10 Elimination of prepaid insurance in Financial Products' accrued expenses.
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Caterpillar Inc.
Supplemental Data for Financial Position
At December 31, 2004
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated and Engines ' Products Adjustments
Assets:

Current assets:

Cash and short-term investments.............c..ccccec....... $ 445 $ 270 $ 175 $ -
Receivables - trade and other............cccoeeevievnnen. 7,459 3,272 465 3,722 23
Receivables - finance........ccovevevvveceveeeececss e 5,182 - 9,325 (4,143)3
Deferred and refundable income taxes..........cc....... 398 333 65 -
Prepaid eXpenses .........cccococcceeeencececeee e, 1,369 1,367 16 (14)4
INVENLOMIES ... 4,675 4,675 - -

Total current @SSEts ........cccvvereiveceiieeeer s 19,528 9,917 10,046 (435)

Property, plant and equipment — net............ccccocevvernen, 7,682 4,820 2,862 -

Long-term receivables - trade and other...........c.cccveee.e. 764 255 37 4723

Long-term receivables — finance..........c.cccoeoveerrecnnenee 9,903 - 10,410 (507)3

Investments in unconsolidated affiliated companies...... 517 479 39 (1)5

Investments in Financial Products subsidiaries ............. - 3,012 - (3,012)8

Deferred iNCOME taXeS.......cccvvvvererierecrers e, 674 950 27 (303)7

Intangible @SSEtS .........cvvveeirirecre s 315 307 8 -

GOOAWIll .. 1,450 1,450 -

Other @SSetS......ccveeeeeeeeeeece e 2,258 1,075 1,183 -
Total @SSELS ........cveeoeeeeee e $ 43,091 $ 22,265 $ 24612 $ (3,786)
Liabilities

Current liabilities:

Short-term bOrrowings..........cocoeveereerneneeneineneeen. 4,157 93 4,396 (332)8
Accounts payable...........coeerinninineneneen, 3,990 3,869 205 (84)°
ACCIUEd EXPENSES......ovieeereeeeeieisieeieisetesseessesnrennas 1,847 1,012 855 (20)0
Accrued wages, salaries and employee benefits...... 1,730 1,716 14 -
Customer advanCes ..........cocoevveveneeesiere e 555 555 -

Dividends payable...........cooeririnienenienieneens 141 141 -

Deferred and current income taxes payable............. 259 212 47

Long-term debt due within one year ............cconeeuee. 3,531 6 3,525 -

Total current liabilities .........ccoevivrerisnere e, 16,210 7,604 9,042 (436)

Long-term debt due after one year .........cccocecvvicrnrnes 15,837 3,697 12,175 (35)8

Liability for postemployment benefits............coovveneence. 2,986 2,986 - -

Deferred income taxes and other liabilities..................... 591 511 383 (303)7
Total liabilities ..............cccccevvviviiiccccc e, 35,624 14,798 21,600 (774)
Stockholders' equity

CommMON SIOCK .......cuverireiriirere e, 1,231 1,231 888 (888)8

Treasury StOCK .........cccvvveevieresece e (3,277) (3,277) - -

Profit employed in the business............cccoeveveneninn. 9,937 9,937 1,824 (1,824)8

Accumulated other comprehensive income.................... (424) (424) 300 (300)8
Total stockholders' equity............ccconrrnirnncnnic. 7,467 7,467 3,012 (3,012)
Total liabilities and stockholders' equity ......................... $ 43,001 § 22,265 $ 24612 $ (3,786)
' Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

2 Elimination of receivables between Machinery and Engines and Financial Products.

3 Reclassification of Machinery and Engines trade receivables purchased by Cat Financial and Cat Financial's wholesale inventory receivables.
4 Elimination of Machinery and Engines insurance premiums that are prepaid to Financial Products.

5 Elimination of Machinery and Engines investment in Financial Products subsidiary.

6 Elimination of Financial Products equity which is accounted for on Machinery and Engines on the equity basis.

7 Reclassification reflecting required netting of deferred tax assets/liabilities by taxing jurisdiction.

8 Elimination of debt between Machinery and Engines and Financial Products.

9

Elimination of payables between Machinery and Engines and Financial Products.
10 Elimination of prepaid insurance in Financial Products' accrued expenses.
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Caterpillar Inc.

Supplemental Data for Cash Flow

For the Three Months Ended March 31, 2005

(Unaudited)
(Millions of dollars)

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated  and Engines ! Products Adjustments
Cash flow from operating activities:

PIOMit ..o $ 581 $ 581 $ 8¢ $ (88)2

Adjustments for non-cash items:

Depreciation and amortization ...........c.ccooeeverreenenn. 372 213 159 -
Undistributed profit of Financial Products ................. - (88) - 883
OB e (68) (69) (46) 47 4
Changes in assets and liabilities:
Receivables - trade and other............cccovevcennnen, (228) (216) 24 (36)45
INVENTOMIES ... (555) (555) - -
Accounts payable and accrued expenses ................ 96 48 79 (31)
Other =Nt ... e, (19) (28) 9 -
Net cash provided by (used for) operating activities ............ 179 (114) 313 (20)
Cash flow from investing activities:
Capital expenditures - excluding equipment
leased t0 Others........cooeerenenceereee e, (165) (158) (7)
Expenditures for equipment leased to others................. 238 - (238)
Proceeds from disposals of property,
plant and eqUIPMENt..........cccveiivevricreeece e 131 4 127 -

Additions to finance receivables............ocoevievrirererinnnn, (2,251) - (7,090) 4,839 5

Collection of finance receivables..........ccccvevevvvvveeeerernnnee, 1,597 6,414 (4,817)5

Proceeds from the sale of finance receivables............... 10 - 10 -

Net intercompany DOrrowWINgs...........coveerirnenieinenneen. - (109) (569) 6786

Investments and acquisitions (net of cash acquired)...... 1 1 - -

Other = Net......ccoeceercee e, (28) (8) (20) -
Net cash used for investing activities ...........cccocovevrenenenne, (943) (270) (1,373) 700
Cash flow from financing activities:

Dividends paid.........cccocuericreenieesiee e, (141) (141)

Common stock issued, including treasury shares

FRISSUBH ...t 154 154

Treasury shares purchased............cccoeovveerreeeriernnnns (357) (357) - -

Net intercompany DOrrowWINgs...........coveeerieneencnineeneen, - 569 109 (678)8

Proceeds from long-term debt issued..........cccoveevneenenn 2,513 194 2,319 -

Payments on long-term debt ..., (1,359) - (1,359)

Short-term borrowings — Net..........cccoevevieriereeiieineennnn, (3) 8 (11) -
Net cash provided by financing activities ............cccceeeuinee, 807 427 1,058 (678)
Effect of exchange rate changes on cash ...........cccceeveuneee, 29 33 (2) (2)
Increase (decrease) in cash and short-term

INVEStMENES ..., 72 76 (4)

Cash and short-term investments at beginning of period..... 445 270 175
Cash and short-term investments at end of period............... $ 517 $ 346 $ 171 $

Elimination of Financial Products profit after tax due to equity method of accounting.
Non-cash adjustment for the undistributed earnings from Financial Products.

Net proceeds and payments to/from Machinery and Engines and Financial Products.
Elimination of the effect of exchange on intercompany balances.

~N o o s W N

Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

Elimination of non-cash adjustments and changes in assets and liabilities related to consolidated reporting.
Reclassification of Cat Financial's cash flow activity from investing to operating for receivables that arose from the sale of inventory.
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Caterpillar Inc.

Supplemental Data for Cash Flow

For the Three Months Ended March 31, 2004

(Unaudited)
(Millions of dollars)

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated and Engines ' Products Adjustments
Cash flow from operating activities:
PIOfit .o $ 420 $ 420 76 $ (76)?
Adjustments for non-cash items:
Depreciation and amortization.............cccccvvvniensinninennns 350 202 148 -
Undistributed profit of Financial Products..............ccccouneunee. - (76) - 76 3
ONBI ..o (37) (25) (34) 224
Changes in assets and liabilities:
Receivables - trade and other ..., (2,498) (143) 96 (2,451)45
INVENEOMIES ... (631) (631) - -
Accounts payable and accrued eXpenses...........oceereenienee 243 211 (39) 714
Other = NEL ...t (50) (107) 30 274
Net cash provided by (used for) operating activities..........c.cccoveunnee. (2,203) (149) 277 (2,331)
Cash flow from investing activities:
Capital expenditures - excluding equipment leased
£0 OIS .o (106) (101) (5) -
Expenditures for equipment leased to others ... (240) - (240) -
Proceeds from disposals of property, plant
aNd EQUIPMEN.......cierciieicce e 147 7 140 -
Additions to finance receivables (1,866) - (3,394) 1,528 5
Collection of finance receivables 1,472 - 2,731 (1,259)5
Proceeds from sale of finance receivables............ccccovierciinnns - - 264 (264)5
Additions to retained interests in securitized
trade receivables ...........cc.ocucviieicieeeeee e - - (2,322) 2,322 6
Collection of retained interests in securitized
trade reCeiVabIES ...........ccevcveeecccce s 2,001 - 2,001 -
Net intercompany bOrmOWINGS ..........ccveveieveiniereseieseeesieenans - 209 (6) (203)7
Investments and acquisitions (net of cash acquired) ................. (13) (13) - -
OthEr = NBL...eee et (6) (5) 1) -
Net cash provided by (used for) investing activities.............cocevene.. 1,389 97 (832) 2,124
Cash flow from financing activities:
DiIvIdENdS PAIA ......oucvrceriieiriirieeieieie e (127) (127)
Common stock issued, including treasury
ShareS rEISSUBH ........ueceieeciniieicieceese et 69 69
Treasury shares purchased......... (250) (250) - -
Net intercompany borrowings - 6 (209) 2037
Proceeds from long-term debt isSUd..........covreererrenreneereirrinns 1,808 255 1,553 -
Payments on long-term debt (913) (25) (888) -
Short-term borrowings - NEt.........ccocvvvvivinenenrecesereenns 220 91 129 -
Net cash provided by financing activities ...........c.ccooeviencninioiniens 807 19 585 203
Effect of exchange rate changes on cash.................. 33 33 4) 48
Increase in cash and short-term investments 26 - 26 -
Cash and short-term investments at beginning of period.................. 342 220 122 -
Cash and short-term investments at end of period..............ccc.vevence $ 368 $ 220 148 $

Non-cash adjustment for the undistributed earnings from Financial Products.

~ow N =

® N o o

Elimination of the effect of exchange on intercompany balances.

Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
Elimination of Financial Products profit after tax due to equity method of accounting.

Elimination of non-cash adjustments and changes in assets and liabilities related to consolidated reporting. Receivables amounts include adjustment
for consolidated non-cash receipt of retained interests in securitized trade receivables.

Reclassification of Cat Financial's cash flow activity from investing to operating for receivables that arose from the sale of inventory.

Elimination of Cat Financial’s additions to retained interests in securitized trade receivables that arose from an intercompany purchase of receivables.

Net proceeds and payments to/from Machinery and Engines and Financial Products.
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SALES AND REVENUES OUTLOOK

We project another record year in 2005. We expect company sales and revenues will increase 16 to 18 percent, with Machinery and
Engines volume increasing about 8 to 10 percent. We expect improved price realization to add about 5.5 percent, the favorable impact
of currency to add about 1.5 percent with the rest coming from Financial Products revenues.

Economic growth in most countries is moderate and key inflation measures are well within target ranges. As a result, we
expect central banks will remain cautious about raising interest rates, allowing the current recovery to continue throughout the
year. We project the world economy will grow about 3.5 percent.

Investment sectors are generally faring better than consumer sectors during this recovery. Business profits in many countries
are at, or near, record shares of national incomes and companies are using profits to boost productivity. Low interest rates are
encouraging companies to upgrade and expand aged capital equipment and, more recently, structures. Recoveries in
nonresidential construction should strengthen this year, increasing the demand for reliable standby electrical power.

Housing prices are increasing significantly in many countries and this has begun to encourage construction to alleviate housing
shortages. Low interest rates and rising employment should benefit residential construction in most regions.

Most governments have not invested enough in infrastructure for years, which is now creating inefficiencies, particularly in
transportation.  Governments have started to allocate more of the revenues rising from faster economic growth to
infrastructure, and such construction should improve throughout the year.

Mining and energy companies underinvested in capacities for years due to unfavorable prices and capacities are now
insufficient. Last year, prices surged above the minimums needed to make investment attractive and companies increased
spending. Prices are expected to remain above those minimums this year and mining and energy companies should again
increase investments.

Increased international trade and an aging ship fleet are driving strong growth in shipbuilding. Demand for support vessels to
cope with more port congestion and increased offshore oil and gas production is also increasing.

Sales and Revenues Outlook - Midpoint of Range

(Millions of dollars) 2004 2005 %
Actual Outlook! Change
Machinery and Engines
NOMO AMEFICA ..o $ 14,521 $ 17,250 19%
EAME .....oomistrerece s 7,505 9,000 20%
Latin AMEIICa .......coveeerieeeereee e 2,372 2,750 16%
ASIAIPACHTIC. ....ceoeereeeeeieee e 3,938 4,150 5%
Total Machinery and ENgines...........ccovvnvenienenineinieens 28,336 33,150 17%
Financial ProduCts?.............coenevvineiincenese e 1,970 2,300 17%
TOl o $ 30,306 $ 35,450 17%

1 Based on the sales expectations by geographic region, the company forecasts Consolidated Sales and Revenues to increase in the range
of 16 to 18 percent versus 2004. For purposes of this chart, numbers are shown at the middle of the outlook range (i.e., 17 percent).

2 Does not include revenues earned from Machinery and Engines of $200 million and $199 million in 2005 Outlook and 2004, respectively.

North America (United States and Canada) Machinery and Engines sales are expected to increase about 19 percent in 2005.

The U.S. economy grew at more than a 3 percent rate in the first quarter and employment is strengthening further. While
inflation is gaining more attention, most inflation measures do not indicate an immediate problem. Consequently, we believe
the Fed will continue gradually raising the Federal funds rate to about 4 percent by the end of the year. Overall, interest rates
should continue to support growth, particularly in business investment, and the economy should grow close to 4 percent in
2005.
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Housing activity continued to strengthen in the first quarter. The backlog of unused permits, increases in new home prices and
low mortgage rates suggest another good year for housing.

Nonresidential construction recovered from a steep 3-year decline last year and a significant recovery is needed to bring the
capacity of this sector in line with the size of the economy. Improved financial conditions and good business cash flows should
drive a strong recovery this year.

Prices for metals and coal are well above year-earlier prices and production increased in the first quarter. Investment is
increasing rapidly.

Trucking companies, which are experiencing improved profitability, should significantly increase purchases to handle strong
freight demand and upgrade aging fleets.

The Canadian economy, benefiting from low interest rates and high commodity prices, should grow about 3 percent in 2005.

EAME Machinery and Engines sales are expected to increase about 20 percent in 2005.

The Euro-zone economy slowed in the last half of 2004 and showed little improvement in the first quarter of 2005. Weak
growth is forcing the European Central Bank to hold interest rates steady, and any rate hikes are not likely before the fourth
quarter. Low interest rates are beginning to revive construction, particularly housing, and encourage some replacement buying.
The U. K. and Central European economies are performing better, which should maintain overall European growth near 2
percent in 2005.

Both AME and the CIS are major beneficiaries of favorable commodity prices and increased production of metals and energy.
We expect both regions will continue using higher incomes to increase capacity and improve infrastructures. The AME
economy should grow over 5 percent in 2005 and the CIS economy more than 6 percent, the third consecutive year of good
growth for both.

A positive impact of currency on sales is expected to contribute about 4 percent of the increase.

Latin America Machinery and Engines sales are expected to increase about 16 percent in 2005.

Latin American economies should grow about 4 percent in 2005, continuing the recovery that started in late 2003. Projected
positives include higher commodity prices, low inflation and increased foreign direct investment.

Our outlook assumes that mines will invest heavily in new capacity and equipment. Better economic growth is causing some
governments to increase infrastructure spending to correct for years of underinvestment.

Asia/Pacific Machinery and Engines sales are expected to increase about 5 percent in 2005.

We anticipate that interest rates will rise slightly this year and we expect regional growth to slow to about 6 percent. Interest
rates are expected to support recoveries in consumer spending and business investment while competitive exchange rates are
expected to further boost exports. We anticipate that continued economic growth will boost nonresidential construction and
demand for standby electrical power.

Contract prices for coal, particularly coking coal, will increase substantially this year and we expect coal mining will again be a
major contributor to sales. Metals mining should benefit from higher contract prices for iron ore and favorable base metals
prices.

Financial Products revenues are expected to increase about 17 percent in 2005.

We expect continued growth in Financial Products, with revenues expected to increase primarily due to higher average earning
assets in 2005.
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Consolidated Operating Profit Comparison
2005 Outlook vs. 2004
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The chart above graphically illustrates reasons for the change in Consolidated Operating Profit between 2004 (at left) and 2005 Outlook (at right).
ltems favorably impacting operating profit appear as upward stair steps with the corresponding dollar amounts above each bar, while items negatively
impacting operating profit appear as downward stair steps with dollar amounts reflected in parentheses above each bar. Caterpillar management
utilizes these charts internally to visually communicate with its Board and employees.

PROFIT OUTLOOK

We expect profit per share to be up 35 to 40 percent from 2004. We expect 2005 operating profit to increase between $1.02 and $1.17
billion from 2004. The year will benefit from increased price realization, including the effect of the previously announced mid-year price
action, as well as increased volume. We expect our costs in the first half of 2005 will appear substantially higher than costs in the first
half of 2004 because this comparative period contains lower material (primarily steel-related) costs. We anticipate continued pressure
on our core operating costs throughout the year, with some relief on material costs in the last six months. As a result, we expect the last
half of 2005 to be stronger than the first half.

G. Safe Harbor Statement under the Securities Litigation Reform Act of 1995

Certain statements contained in our first quarter 2005 form 10-Q are forward-looking and involve uncertainties that could significantly impact results. The words "believes,"
"expects,” "estimates," "anticipates," "will be", "should" and similar words or expressions identify forward-looking statements made on behalf of Caterpillar. Uncertainties

include factors that affect international businesses, as well as matters specific to the company and the markets it serves.

World Economic Factors
Our projection for about 3.5 percent growth in the world economy assumes central banks will cautiously raise interest rates so as not to slow growth too much. Low

interest rates, and continued good economic growth, should encourage further growth in construction and mining. Should central banks raise interest rates aggressively,
both the world economic recovery and our Machinery and Engines sales likely would be weaker.

The U.S. economy is growing near a three percent rate, which up to now has not created an inflation problem. While the Federal Reserve has raised interest rates, we
assume the continuation of moderate growth and low inflation will result in interest rates of about 4 percent by the end of 2005. Long-term interest rates are expected to
rise less than short-term rates. That environment should support further growth in construction and manufacturing, helping to keep commodity prices favorable. Should

financial conditions tighten noticeably, causing economic growth to slow below 3 percent, expected improvements in Machinery and Engines sales likely would be lower
than projected.
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Our projection of increased sales of Machinery and Engines in Europe, Africa, Middle East (EAME) assumes that low interest rates will allow slightly faster economic
growth in Europe and that favorable commodity prices will extend healthy recoveries in both Africa and Middle East (AME) and the CIS. Key risks are a significant slowing
in the European economy or a collapse in commodity prices. Those developments would likely negatively impact our results.

Favorable commodity prices, increased capital inflows and an improved foreign debt situation are expected to contribute to about 4 percent growth in Latin America. As a
result, we project that both mining production and construction spending will increase, supporting an increase in Machinery and Engines sales. This forecast is vulnerable
to a significant weakening in commodity prices, slowing in world economic growth, widespread increases in interest rates or political disruptions.

In Asia/Pacific, we project sales growth in Australia, India and the developing Asian economies will offset a further decline in China. Critical assumptions are continued
growth in coal demand, low domestic interest rates in most countries, further gains in exports and continued good economic growth in China. Some developments that
could lower expected results include reduced demand for thermal and coking coal, significant revaluations of regional currencies, restrictions on regional exports and sharp
interest rate hikes, particularly in China.

Commodity Prices

Commodities represent a significant sales opportunity, with prices and production as key drivers. Prices have improved sharply over the past two years and our outlook
assumes continued growth in world industrial production will cause metals prices to remain high enough in 2005 to encourage further mine investment. Any unexpected
weakening in world industrial production or construction, however, could cause prices to drop sharply to the detriment of our results.

Coal production and prices improved last year and our sales have benefited. We expect these trends to continue in 2005. Should coal prices soften, due to a slowing in
world economic growth or otherwise, the ongoing sales recovery would be vulnerable.

Oil and natural gas prices increased sharply over the past two years due to strong demand and high capacity usage. Higher energy prices have not halted economic
recoveries since strong demand boosted prices and world production increased. High prices are encouraging more exploration and development and we expect increased
production in 2005 will constrain price increases. However, should significant supply cuts occur, such as from OPEC production cuts or political unrest in a major
producing country, the resulting oil shortages and price spikes could slow economies, potentially with a depressing impact on our sales.

Monetary and Fiscal Policies

For most companies operating in a global economy, monetary and fiscal policies implemented in the United States and abroad could have a significant impact on economic
growth, and accordingly, demand for our product. In general, higher than expected interest rates, reductions in government spending, higher taxes, excessive currency
movements, and uncertainty over key policies are some factors likely to lead to slower economic growth and lower industry demand.

With economic data looking more favorable, central banks in developed countries have started raising interest rates from the lowest rates in decades. Our outlook
assumes that central banks will take great care to ensure that economic recoveries continue and that interest rates will remain low throughout the forecast period. Should
central banks raise interest rates more aggressively than anticipated, both economic growth and our sales could suffer.

Budget deficits in many countries have increased, which has limited the ability of governments to boost economies with tax cuts and more spending. Our outlook assumes
that governments will not aggressively raise taxes and slash spending to deal with their budget imbalances. Such actions could disrupt growth and negatively affect our
sales.

Political Factors

Political factors in the United States and abroad can impact global companies. Our outlook assumes that no major disruptive changes in economic policies occur in either
the United States or other major economies. Significant changes in either taxing or spending policies could reduce activities in sectors important to our businesses,
thereby reducing sales.

Our outlook assumes that there will be no additional significant military conflicts in either North Korea or the Middle East in the forecast period. Such military conflicts could
severely disrupt sales into countries affected, as well as nearby countries.

Our outlook also assumes that there will be no major terrorist attacks. If there is a major terrorist attack, confidence could be undermined, potentially causing a sharp drop
in economic activities and our sales. Attacks in major developed economies would be the most disruptive.

Our outlook assumes that efforts by countries to increase their exports will not result in retaliatory countermeasures by other countries to block such exports, particularly in
the Asia/Pacific region. ~ Our outlook includes a negative impact from the phase-out of the Extraterritorial Income Exclusion (ETI) as enacted by the American Jobs
Creation Act of 2004 (the Act). However, our outlook does not include any impact from the provision of the Act allowing preferential tax treatment of the repatriation of non-
U.S. earnings in 2005. Further, our outlook assumes any other tax law changes will not negatively impact our provision for income taxes.

Currency Fluctuations
The company has costs and revenues in many currencies and is therefore exposed to risks arising from currency fluctuations. Our outlook assumes no significant changes
in currency values from current rates. Should currency rates change sharply, economic activity and our results could be negatively impacted.

The company's largest manufacturing presence is in the United States, so any unexpected strengthening of the dollar tends to raise the foreign currency costs to our end
users and reduce our global competitiveness.

Dealer Practices

The company sells primarily through an independent dealer network. Dealers carry inventories of both new and rental equipment and adjust those inventories based on
their assessments of future needs. Such adjustments can impact our results either positively or negatively. The current outlook assumes dealers will increase inventories
in line with higher deliveries. Should dealers control inventories more tightly, our sales would be lower.
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Financial Products Division Factors

Inherent in the operation of Cat Financial is the credit risk associated with its customers. The creditworthiness of each customer, and the rate of delinquencies,
repossessions and net losses on customer obligations are directly impacted by several factors, including, but not limited to, relevant industry and economic conditions, the
availability of capital, the experience and expertise of the customer's management team, commodity prices, political events, and the sustained value of the underlying
collateral. Additionally, interest rate movements create a degree of risk to our operations by affecting the amount of our interest payments and the value of our fixed rate
debt. Our match funding policy manages interest rate risk by matching the interest rate profile (fixed rate or floating rate) of our debt portfolio with the interest rate profile of
our receivables portfolio within established guidelines. To achieve our match funding objectives, we issue debt with similar interest rate profile to our receivables and also
use interest rate swap agreements to manage our interest rate risk exposure to interest rate changes and in some cases to lower our cost of borrowed funds. If interest
rates move upward more sharply than anticipated, our financial results could be negatively impacted. With respect to our insurance and investment management
operations, changes in the equity and bond markets could cause an impairment of the value of our investment portfolio, thus requiring a negative adjustment to earnings.

Other Factors
The rate of infrastructure spending, housing starts, commercial construction and mining plays a significant role in the company's results. Our products are an integral
component of these activities and as these activities increase or decrease in the United States or abroad, demand for our products may be significantly impacted.

Projected cost savings or synergies from alliances with new partners could also be negatively impacted by a variety of factors. These factors could include, among other
things, higher than expected wages, energy and/or material costs, and/or higher than expected financing costs due to unforeseen changes in tax, trade, environmental,
labor, safety, payroll or pension policies in any of the jurisdictions in which the alliances conduct their operations.

The International Association of Machinists (IAM) represents 1,999 employees under labor agreements expiring on April 30, 2005, and May 29, 2005. Based on our
historical experience during periods when labor unrest or work stoppage by union-represented employees has occurred, we do not expect that the occurrence of such
events, if any, arising in connection with the expiration of these agreements will have a material impact on our operations or results.

Results may be impacted positively or negatively by changes in the sales mix. Our outlook assumes a certain geographic mix of sales as well as a product mix of sales. If
actual results vary from this projected geographic and product mix of sales, our results could be negatively impacted.

The company operates in a highly competitive environment and our outlook depends on a forecast of the company's share of industry sales. An unexpected reduction in
that share could result from pricing or product strategies pursued by competitors, unanticipated product or manufacturing difficulties, a failure to price the product
competitively, or an unexpected buildup in competitors' new machine or dealer owned rental fleets, leading to severe downward pressure on machine rental rates and/or
used equipment prices.

The environment remains competitive from a pricing standpoint. Our 2005 sales outlook assumes that the company will be successful in implementing worldwide machine
price increases communicated to dealers with effective dates of January 3, 2005 and May 2, 2005. While we expect that the environment will absorb these price actions,
delays in the marketplace acceptance would negatively impact our results. Moreover, additional price discounting to maintain our competitive position could result in lower
than anticipated price realization.

In general, our results are sensitive to changes in economic growth, particularly those originating in construction, mining and energy. Developments reducing such
activities also tend to lower our sales. In addition to the factors mentioned above, our results could be negatively impacted by any of the following:

Any sudden drop in consumer or business confidence;
Delays in legislation needed to fund public construction;
Regulatory or legislative changes that slow activity in key industries; and/or

Unexpected collapses in stock markets.

This discussion of uncertainties is by no means exhaustive, but is designed to highlight important factors that may impact our outlook. Obvious factors such as general
economic conditions throughout the world do not warrant further discussion, but are noted to further emphasize the myriad of contingencies that may cause the company's
actual results to differ from those currently anticipated.

Item 4. Controls and Procedures
Evaluation of disclosure controls and procedures

An evaluation was performed under the supervision and with the participation of the company's management, including the Chief
Executive Officer (CEQ) and Chief Financial Officer (CFO), of the effectiveness of the design and operation of the company's disclosure
controls and procedures as of the end of the period covered by this quarterly report. Based on that evaluation, the company's
management, including the CEO and CFO, concluded that the company's disclosure controls and procedures are effective to ensure that
information required to be disclosed by the company in reports that it files or submits under the Securities Exchange Act of 1934 is
recorded, processed, summarized, and reported within the time periods specified in Securities and Exchange Commission rules and
forms. Although the design of any system of controls is based in part upon certain assumptions about the likelihood of future events, and
there can be no assurance that any design will succeed in achieving its stated goals under all potential future conditions, regardless of
how remote, management's evaluation provided reasonable assurance that these controls will be effective.

Changes in internal control over financial reporting

During the last fiscal quarter, there has been no significant change in the company's internal controls over financial reporting that has
materially affected, or is reasonably likely to materially affect, the company's internal control over financial reporting.
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PART Il. OTHER INFORMATION

Item 1. Legal Proceedings.

We are a party to litigation matters and claims that are normal in the course of our operations, and while the results of such litigation and
claims cannot be predicted with certainty, management believes, based on the advice of counsel, the final outcome of any single
proceeding or all proceedings in the aggregate would not have a materially adverse effect on our consolidated financial position or
results of operations or cash flows.

On January 16, 2002, Caterpillar commenced an action in the Circuit Court of the Tenth Judicial Circuit of lllinois in Peoria, lllinois,
against Navistar International Transportation Corporation and International Truck and Engine Corporation (collectively Navistar). The
lawsuit arises out of a long-term purchase contract between Caterpillar and Navistar effective May 31, 1988, as amended from time to
time (the Purchase Agreement). The pending complaint alleges that Navistar breached its contractual obligations by: (i) paying
Caterpillar $8.08 less per fuel injector than the agreed upon price for new unit injectors delivered by Caterpillar; (i) refusing to pay
contractually agreed upon surcharges owed as a result of Navistar ordering less than planned volumes of replacement unit injectors; and
(iii) refusing to pay contractually agreed upon interest stemming from Navistar's late payments. As of March 31, 2005, the net past due
receivable from Navistar regarding the foregoing and included in “Long-term receivables — trade and other” in the Consolidated
Statement of Financial Position totaled $139 million. The pending complaint also has claims alleging that Newstream Enterprises and
Navistar, collectively and individually, failed to pay the applicable price to Caterpillar for shipments of unit injectors to Newstream. In
January 2005, Caterpillar and Franklin Power Products, Inc. resolved claims similar to those currently pending against Newstream, and
Franklin has been dismissed from the lawsuit. As of March 31, 2005, the net past due receivables for the foregoing, included in “Long-
term receivables — trade and other” in the Consolidated Statement of Financial Position totaled $12 million. The pending complaint
further alleges that Sturman Industries, Inc. and Sturman Engine Systems, Inc. colluded with Navistar to utilize technology that Sturman
Industries, Inc. misappropriated from Caterpillar to help Navistar develop its G2 fuel system, and tortiously interfered with the Purchase
Agreement and Caterpillar's prospective economic relationship with Navistar. The pending complaint further alleges that the two parties'
collusion led Navistar to select Sturman Engine Systems, Inc., and another company, instead of Caterpillar, to develop and manufacture
the G2 fuel system.

On May 7, 2002 International Truck and Engine Corporation (International) commenced an action against Caterpillar in the Circuit Court
of DuPage County, lllinois regarding a long-term agreement term sheet ("term sheet"). In its sixth amended complaint, International
alleges that the term sheet constitutes a legally binding contract for the sale of heavy-duty engines at specified prices through the end of
2006, alleges that Caterpillar breached the term sheet by, among other things, raising certain prices effective October 1, 2002, and also
alleges that Caterpillar breached an obligation to negotiate a comprehensive long-term agreement referenced in the term sheet.
International seeks declaratory and injunctive relief as well as damages in an amount to be determined at trial. Caterpillar denies
International's claims and has filed a counterclaim seeking a declaration that the term sheet has been effectively terminated. Caterpillar
also asserts that pursuant to a subsequent agreement International has released Caterpillar from certain of its claims. On September
24, 2003 the Appellate Court of lllinois, ruling on an interlocutory appeal, issued an order consistent with Caterpillar's position that, even
if the court subsequently determines that the term sheet is a binding contract, it is indefinite in duration and was therefore terminable at
will by Caterpillar upon reasonable notice. On April 12, 2005 International commenced a second, related action against Caterpillar in the
Circuit Court of DuPage County, lllinois. The second lawsuit contains allegations that are similar to the allegations contained in the first
lawsuit filed in May, 2002. International also alleges that Caterpillar materially breached the subsequent agreement. No trial dates are
currently scheduled for either of the cases pending in the Circuit Court of DuPage County. Neither of these cases are related to the
breach of contract action brought by Caterpillar against Navistar which is currently pending in the Circuit Court of Peoria County, lllinois.
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Item 2. Changes in Securities, Use of Proceeds and Issuer Purchases of Equity Securities.

Issuer Purchases of Equity Securities

Total Number
of Shares Maximum Number
Total number Purchased of Shares that May
of Shares Average Price Under the Yet Be Purchased
Period Purchased Paid per Share Program Under the Program
January 1-31, 2005 1,084,000 92.20 1,084,000 22,487,064
February 1-28, 2005 2,197,600 90.97 2,197,600 21,117,709
March 1-31, 2005 593,000 95.70 593,000 21,694,552
Total 3,874,600 92.04 3,874,600
T On October 8, 2003, the board of directors approved an extension of the share repurchase program (through October 2008) with the goal of
reducing the company's outstanding shares to 320,000,000. Amount represents the shares outstanding at the end of the period less
320,000,000.

Other Purchases of Equity Securities

Total Number

of Shares Maximum Number

Total number Purchased of Shares that May

of Shares Average Price Under the Yet Be Purchased

Period Purchased! Paid per Share Program Under the Program
January 1-31, 2005 1,143 94.85 NA NA
February 1-28, 2005 - - NA NA
March 1-31, 2005 7,235 96.01 NA NA

Total 8,378 95.85
! Represents shares delivered back to issuer for the payment of taxes resulting from the exercise of stock options.

Non-U.S. Employee Stock Purchase Plans

We have 27 employee stock purchase plans administered outside the United States for our foreign employees. As of March 30, 2005,
those plans had approximately 9,108 participants in the aggregate. During the first quarter of 2005, approximately 184,282 shares of
Caterpillar common stock or foreign denominated equivalents were distributed under the plans. Participants in some foreign plans have
the option of receiving non-U.S. share certificates (foreign-denominated equivalents) in lieu of U.S. shares of Caterpillar Inc. common
stock upon withdrawal from the plan. These equivalent certificates are tradable only on the local stock market and are included in our

determination of shares outstanding.

Item 4. Submission of Matters to a Vote of Security Holders

The Annual Meeting of Stockholders of Caterpillar Inc. was held on April 13, 2005, for the purpose of electing directors and voting on the
proposals described below. Proxies for the meeting were solicited pursuant to Section 14(a) of the Securities Exchange Act of 1934 and
there was no solicitation in opposition to management's solicitations. A plurality vote of the shares present at the meeting was required
for election of directors. An affirmative vote of the majority of shares present at the meeting was required for approval of all other
proposals. Abstentions and broker non-votes have the effect of a vote against matters other than director elections. Quorum exists if at
least one-third of Caterpillar stockholders are present in person or by proxy at the meeting. Abstentions and broker non-votes are
counted as present for establishing a quorum.
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Proposal 1 - Election of Directors

All of management's nominees for directors as listed in the proxy statement were elected with the following vote:

Shares Voted "FOR" Shares "WITHHELD"
W. Frank Blount 278,031,215.55 18,374,051.83
John R. Brazil 280,231,864.70 16,173,402.68
Eugene V. Fife 280,815,918.88 15,589,348.50
Gail D. Fosler 280,429,355.33 15,975,912.06
Peter A. Magowan 280,305,046.96 16,100,220.42

Proposal 2 - Ratification of Auditors

The management proposal requesting ratification of Auditors was approved with the following vote:

Shares Voted Shares Voted Shares Broker
"FOR" "AGAINST" "ABSTAINING" Non-Votes
289,482,203.54 6,347 547.24 575,516.61 0

Proposal 3 - Stockholder Proposal - Shareholder Rights Plan

The stockholder proposal requesting the Board of Directors to redeem or terminate the company's shareholder rights plan unless put to
shareholder vote was approved with the following vote:

Shares Voted Shares Voted Shares Broker
"FOR" "AGAINST" "ABSTAINING" Non-Votes
151,841,347.60 105,614,152.16 1,634,299.62 37,315,468

Proposal 4 - Stockholder Proposal - Code of Conduct

The stockholder proposal requesting the Board of Directors to report on whether sales of equipment to Israel comports with the
company’s Code of Conduct was defeated with the following vote:

Shares Voted Shares Voted Shares Broker
"FOR" "AGAINST" "ABSTAINING" Non-Votes
9,429,015.26 221,883,776.29 27,777,007.84 37,315,468

Proposal 5 - Stockholder Proposal - Global Pandemics

The stockholder proposal requesting the Board of Directors to report on the economic effects of the HIV/AIDS, tuberculosis and malaria
pandemics on the company's business strategy was defeated with the following vote:

Shares Voted Shares Voted Shares Broker
"FOR" "AGAINST" "ABSTAINING" Non-Votes
17,191,834.01 214.519,336.70 27,378,628.67 37,315,468

Proposal 6 - Stockholder Proposal - Director Election

The stockholder proposal requesting the Board of Directors to amend governance documents to provide for directors to be elected by the
affirmative vote of the majority of votes cast at the annual meeting was defeated with the following vote:

Shares Voted Shares Voted Shares Broker
"FOR" "AGAINST" "ABSTAINING" Non-Votes
111,413,399.75 144,889,538.15 2,786,861.49 37,315,468
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Item 6. Exhibits

Exhibits:

31.1  Certification of James W. Owens, Chairman and Chief Executive Officer of Caterpillar Inc., as required pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

31.2  Certification of David B. Burritt, Chief Financial Officer of Caterpillar Inc., as required pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

32 Certification of James W. Owens, Chairman and Chief Executive Officer of Caterpillar Inc. and David B. Burritt, Chief
Financial Officer of Caterpillar Inc., as required pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

CATERPILLARINC.

May 6, 2005 /s/ James W. Owens Chairman of the Board and Chief Executive Officer
(James W. Owens)

May 6, 2005 /s/ David B. Burritt Vice President and Chief Financial Officer
(David B. Burritt)

May 6, 2005 Bradley M. Halverson Controller and Chief Accounting Officer
(Bradley M. Halverson)

May 6, 2005 /s/ James B. Buda Secretary
(James B. Buda)
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EXHIBIT 31.1

SECTION 302 CERTIFICATION

|, James W. Owens, certify that:

1.

2.

| have reviewed this quarterly report on Form 10-Q of Caterpillar Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries,
is made known to us by others within those entities, particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

d) disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrants most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of registrant's board of directors (or persons performing the
equivalent function):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial
information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Chairman of the Board and

May 6, 2005 /s/ James W. Owens Chief Executive Officer

(James W. Owens)



EXHIBIT 31.2

SECTION 302 CERTIFICATION

|, David B. Burritt, certify that;

1.

2.

| have reviewed this quarterly report on Form 10-Q of Caterpillar Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries,
is made known to us by others within those entities, particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report; based on such evaluation; and

d) disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrants most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of registrant's board of directors (or persons performing the
equivalent function):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial
information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal controls over financial reporting.

May 6, 2005 /s/ David B. Burritt Chief Financial Officer

(David B. Burritt)



EXHIBIT 32

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of Caterpillar Inc. (the "Company") on Form 10-Q for the period ending March 31, 2005 as filed
with the Securities and Exchange Commission on the date hereof (the "Report"), the undersigned hereby certify pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of our knowledge:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities and Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Chairman of the Board and
May 6, 2005 /s/ James W. Owens Chief Executive Officer
(James W. Owens)

May 6, 2005 /s/ David B. Burritt Chief Financial Officer
(David B. Burritt)

A signed original of this written statement required by Section 906 has been provided to Caterpillar Inc. and will be retained
by Caterpillar Inc. and furnished to the Securities and Exchange Commission or its staff upon request.
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