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facility in Pithampur will also conduct final assembly of
engines for India and all of Volvo Group's global markets
with Euro lll and Euro IV emission requirements. Production
and final assembly of the engines for the Japanese market
will be in Ageo, while final assembly of the engines for the
European market will take place in Venissieux.

By gathering base engine production in India, it will be
possible for us to meet the Group's need for cost-effi-
cient medium-duty engines in Asia, while also contributing
10 an increase in our competitiveness in the medium-duty
segment in ather markets.

Production of the Group's new medium-duty engine
pragram started in Ageo in 2010 for the Japanese and
U.S. markets. The production of medium-duty engines in
Pithampur starts in 2012.

Excavator production in India

In November, the first excavator rolled out of Volvo CE's
new excavator plant in Bangalore, India. The production of
excavators will increase substantially during 2012. The
plant will continue to manufacture road machinery. The
new excavator line is part of a SEK 144 M investment to
upgrade the plant. The local production of excavators will
mean greater machine availability for Indian customers, as
well as shorten delivery lead times and respond to cus-

tomer requirements more quickly.

Full speed ahead for Volvo Buses

On the eve of its 10thyear in India, Volvo Buses announced

SEK 500 M investment plans for the next five years. In the

first phase the company will expand its current industrial

establishment and introduce a range of new products.
Qver the last decade the company has emerged as a

leader in its class with a dominant market presence and

Volvo Group sales in India, SEK bn
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in the process re-defined how people see buses. The
Indian market has witnessed a paradigm shift in the bus
business. While earlier, coaches built on truck chassis
were the norm of the day, the entry of Volvo Buses intro-
duced the concept of a true-bus chassis with rear engines.
Volvo Buses also brought in the idea of BRT, efficient,

bus-based public transport systems.

Mr Akash Passey, head of Volvo Buses in India, said,
“The need for buses as sustainable transport solutions is
high in India and we aim to grow multifold in the years to
come. From 1,000 buses to 5,000. From 1,000 people to
5,000 people and be a billion dollar company.”

The ambition is to be there by 2015. By this time Volvo
aims to export 00-25% of its volumes not only in South
Asia but to markets beyond.

Volvo Buses today has over 70% market share in the
luxury inter-city coach segment and over 50% market
share in the low floor air-conditioned city bus segment
respectively.

Towards the end of the year, Volvo Buses launched
three new city buses and c?aches in India and thus
increased the product range t encompass ten buses.

il Volvo Group in India
«—Number-of emplayees:3:919= e

. Production: Pithampur (Eicher — engines, gearboxes,
axles, trucks, bus chassis) and Bangalore (Voivo -
assembly of trucks, buses and construction equipment)

. Net sales: SEK 6,007 M, 2% of Group sales

. Third largest commercial vehicle manufacturer in India
through the VECV jaint venture together with Eicher
Motor Limited

. Population: 1,171 milion (2010)
. Capital: New Delhi with 242,000 inhabitants (Estimate 2010,
New Delhi is a part of the Delhi metropolitan area)
- Oih;r big cities: Mumbai {Bombay 13.8 million), Delhi (12.6), Bangalore (5.4),
Kolkata (Calcutta 5.1)
. GDP per capita: USD 1,176 (2010)
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OVERALL CHALLENGES

FUTURE TRANSPORT

products 2 ad sore

Much has happened since 1927. Volvo has developed from
a2 small local industry to one of the world's largest manufac-
turers of trucks, buses and construction equipment with
mare than 100,000 employees, production facilities in 20
countries and sales in more than 190 countries.

It is crucial to keep pace in a rapidly changing world.
Today, it is more important than ever to understand the
operating environment, how it impacts the Volvo Group
and, first and foremost, to act on these changes to meet
future transport needs. The next pages define some of
the more significant challenges and the actions being
undertaken by the Volvo Group to meet these challenges.

= Population growth, urbanization

: | and megacities
The population of the earth is ever increasing. In 2050,

2008, more than half the world's population live in cities

28

“&hd in fifty years that figure is expected to have risen to
two-thirds. The most intensive pace of urbanization is
ongong in Africa and Asia. In addition, the number of
megacities and megaregions with populations exceeding
ten million is growing rapidly. Approximately 20% of the
world's population is expected to live in cities with popula-
tions in excess of two million inhabitants by 2015.

This trend is leading to an increased need for transpor-
tation. Large quantities of goods, products and people are
transported daily within as well as to and from cities. Cities,
particularly major cities, have particular requirements for
town and traffic planning. Furthermore, traffic jams as well

—~Have to-convert 10 a fossil-free” societyritisTow

NEEDS

sced Volvo car rofled
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as pollution and noise need to be addressed through
specially adapted vehicles for urban environments.

3 Climate change, oil resources

_ and alternative fuels
Climate change comprises one of the most complex and
difficult questions of our time. Fossil fuel is the single
largest source of greenhouse-gas emissions, which are .
deemed responsible forcl mate changes.

For a long time, oil was considered a
reliable source of energy but today oil
use is a highly contested issue. Thisis
primarily attributable to the environ-
mental problems associated with ail
but also since future access to oil is
uncertain due to dwindling oil reserves

It is no longer a question of whether we

a question of how this will be achieved and at what
pace it will be performed. Major efforts have been
made to develop the use of alternative, renewable-energy
sources. However, the development of alternative fuels
differs widely in different regions depending on the natural
resources available, which, in turn, entails a challenge in
the form of developing vehicles adapted for various dif-
fering types of fuel. The move towards large-scale use of
renewable fuel is also dependent on political decisions to
create the necessary infrastructure.
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Populaton growth, a rapidly growing middle class and

increased purchasing power leads to increasing numbers
of people consuming in line with western consumption pat-
terns. Mankind is utilizing an increasing amount of land and
resources. More efficient use of resources is required and
the recovery of a greater proportion of material is becoming
increasingly important to secure access to material.

Future transport solutions

Safety and security

. Traffic safety becomes increasingly important
as transportation increases. The subject is a high priority
for governments and institutions the world over. In the
future, focus on safetyina broader sense will continue to
increase because of military conflicts, crime, terrorism
and natural disasters, which will impact the safety of drivers,
vehicles and goods.

i Competent labor

or many years, interest has waned for education
and careers in the fields of mathematics, natural sciences
and engineering in industrialized countries. However, the
need for competent employees with these types of spe-
cialist skills will ncrease as the products and services are
becoming increasingly sophisticated.

Together, these challenges result in an increased need
for sustainable and efficient solutions for the transporta-
tion and infrastructure sector. In parallel, they set raised
requirements for the Volvo Group and its ability to supply
the right products and services. The Volvo Group's vision
is to be world leader in sustainable transportation solu-
tions. The Group works continuously on a wide front to

improve the transportation of goods and people. Three
concrete examples of how the Volvo Group is

already designing transport systems of
the future are Bus Rapid Transit (BRT),
Green Corridors and Intelligent Trans=
port Systems (ITS).

Bus Rapid Transit
Public transport plays a decisive role in

Green Corridors

The aim of Green Corridors is to increase efficiency and
safety while reduc ng environmental impact through con=
centrating freight traffic between major centers via effi-
cient motorways, sea routes and railways that comple-
ment each other. Read more about Green Corridors
on page 35. 22

Intelligent Transport Systems

Intelligent Transport Systems (ITS) is an area experiencing
rapid growth. The combination of new technology with
advanced IT and communication technology offers major
opportunities to reduce congestion, environmental impact
and increase safety, Smart vehicles that communicate
with each other and their aperating environment enable
traffic to be efficiently controlled and for fuel efficiency to

scﬂving congestidn and air polluti'on in
major cities. Bus Rapid Transit (BRT)isan
extremely effective public transport solution
that meets growing transportation needs in
cities around the world. A combination of
high-capacity buses, exclusive bus lanes with
priority at junctions, efficient ticket systems, traffic
management and passenger information makes BRT an
effective solution for transporting many people quickly,
simply and comfortably. Read more about BRT on
page 30. 2>

" be improved through the provision of reak-time assistance
to drivers by various sensors that assist the driver in moni-
toring other veh cles and traffic. Read more about ITS
on page 35. >
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VOLVO’S SOLUTION - BRT

Bus Rapid Transit (BRT) is a public transport concept
specially developed for cities to meet growing transpor-
tation needs, to increase the efficiency of public trans-
port and, in parallel, reduce fuel consumption and exhaust
emissions.

BRT comprises dedicated lanes for buses with a high
service frequency and passenger capacity. BRT can be
compared to public transport by rail regarding travelling
time, service frequency, punctuality and capacity. The
investment cost is as low as 5% of the amount required
for an equivalent subway system. In addition, the process
of developing and implementing a functional BRT system
is significantly shorter. In addition, BRT is complemented
with a system for real-time traffic monitoring and pas-
senger information. The system also supplies traffic man-
agement with critical data about the vehicle including
fuel consumption, distance and speed.

32

With easy boarding
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The BRT system reduces bus and car traffic and thus con-
tributes to safer traffic with less negative environmental
impact. Dedicated bus lanes reduce the risk of accidents
while lowering fuel consumption and thereby emissions,
since the buses do not need to stop and accelerate as
frequently. Environmental impact is further reduced
through the use of larger but fewer modern buses that
transport more passengers more rapidly. A BRT bus can
carry as many as 270 passengers.

Using public transport can be perceived as awkward,
boring and in some places it is also associated with risk.
However, the speed, comfort, safety and reliability of BRT
provides an attractive alternative. The dedicated bus
lanes, high service frequency, simplicity of boarding and
alighting in combination with an efficient ticket system
make for significant reductions in journey times compared
with traditional bus systems. Passengers are provided
with access to information on departure and journey times
at bus stops, onboard and via mobile applications.

The concept was developed in the Brazilian city of
Curitiba in the 1970s and a number of cities worldwide
view BRT as a promising solution. Cities in Canada,
France, the Netherlands, China, Australia and the US
have already implemented the concept. In Mexico City,
450,000 passengers a day are transported by the BRT
system, which has reduced the city's carbon emissions by
80,000 tons per year. In Bogota, 1.5 million journeys are

made every day with the BRT system resulting in a reduction
in_carbon emissions of 300,000 tons each year.
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Populatwn growth,urbamzaticn and a rapidly
3 growing middle class are leading toanincreas-
ing need for transportaﬁo According to the
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VOLVO’S SOLUTIONS AND EXPECTED RESULTS

Green Corridors

- safer and more efficient transportation

To meet increased needs for transportation, the various
modes of transport need to interact to a greater degree.
The aim of the Green Corridor is to make freight traffic
efficient through concentrating transport routes specially
adapted for heavy transports between major centers on

efficient motorways, sea routes and railways that com-
plement each other. The trucks are equipped with IT sys-
tems that aid drivers to drive in a fuel-efficient manner
and to communicate with each other and the road system.

> Expected result - The

cignt o

Smart and safe vehicles

Smart vehicles that reduce and prevent accidents In Europe goods worth EUR 8 billion are stolen every
Every day, trucks and cars get stuck in traffic for hours year. One of six truck drivers have been threatened or
when trying to deliver goods or get to work. Many acci- assaulted during their work. With modern technology, the
dents occur in these types of situations. 90% of all traffic driver, truck and the load is protected in an effective man-
accidents arise from the human factor. A reduction.in the ner. With advanced technology for detection, electronic
number of accidents requires increasing the ‘“intelli- surveillance of transportation and electronic document

T —— =~ —gence"-of-vehicles-and-enabling-them to_communicate....._management, drivers, vehicles and cargo_is_protected.
with each other and the surrounding infrastructufe. Through electronic surveillance, it is for example easier to
Active safety systems enable the driver to be liberated detect diversions and avoid high risk situations.

36

from the monotonous task of maneuvering in traffic jams.
When the system is activated, the driver can monitor the > Expected result - -

vehicle and instead focus attention where it is really

needed. M
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BRANDS

IMPORTANT ASSETS
FOR THE GROUP

markets,

Volvo Group does business under several leading and

respected brands. Each brand in the portfolio is focused

on different industry and market segments. Several

brands are available globally, while some are focused on

specific regions of the world.

Volvo

The Volvo brand, which has
been built up over decades,
enjoys a solid position
worldwide. It is one of the
world's best known and
respected brands within
trucks, buses and construc-
tion equipment. It is associ-
ated with the Group's core
values = qulii'yl :nfph} and

Renault Trucks

Renault Trucks is one of the
largest European manufac-
turers of commercial vehi-
cles, with its origins in the
Renault automobile com-
pany that was founded in
1898, and in Berliet,
founded in 1895. To world-
wide customers Renault
Trucks are renowned for its

UD Trucks

UD Trucks was established
in 1935 and is one of the
warld's leading manufactur-
ers of trucks and buses. UD
Trucks markets light,
medium and heavy-duty
trucks, buses and bus chas-
sis, engines and vehicle
components.

Mack

For more than a century
Mack has been one of the
largest manufacturers of
heavy-duty trucks in North
America, and focused on
commercial vehicles from
the start. Today, Mack is
one of the strongest heavy-
duty truck brands in the
North American market.

Eicher

Eicher is one of the largest
players in the Indian com-
mercial vehicle market and
the obvious choice in the
value and mass market seg-
ments for customers with
high demands on profita-
bility, flexibility and driver
effectiveness.

environmental care.
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innovative and caring
approach to efficiency and
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Voivo Aero " sSbLe :
Volvo Aero is 2 worldﬁe?dmg SDLG is a leading brand i in

Wi’(hAmote than 10,000 vehi- - Nova Bus is a leading North

_'brand and develops, manu- * the Chinese construction ~cles on North American American provider of sustaina-
factures and services com- machinery industry, especally roads, Prevost is a leading ble transit solutions, including
ponents for aircraft engines  for wheel loaders. The SDLG  North American manufac- environmentally-friendly buses,
{ enviros ment. Vo!vo and gas turbines. Volvo Aero  brand is sold primar ly in turer of premium touring high-capacity vehicles and inte-
Pentais associated with has been committed to China and other emerging coaches and bus shells for grated intelligent transportation
innovative and performance- long-term relationships markets. high-end motorhomes and systems.
oriented products. Pentahas  since 1930. speciality conversions.

been a registered brand

~—name-formore-than-100———

years.
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ubD Renault Volvo

Mack

THE VOLVO GROUP’S

PRODUCT OFFERING

Trucks

All brands in the Volvo Group's truck operations have a
unique and distinct brand-specific character that attracts
customers in their market segments.

Long-haul

Buses

The trucks are sold and marketed under the brands Volvo,
Renault Trucks, UD, Mack and Eicher, which all offer customers
a broad range of products and services for efficient and
economic transports.

Construction

3 e

Volvo Buses' product range includes complete buses and
bus chassis for city, intercity and coach traffic. The com-
pany has a total offering that, in addition to buses, includes

a global service network, efficient spare parts handling,
service and repair contracts, financial services and traffic
information systems.

City buses Intercity buses Coaches Chassis

Marine and industrial applications

Volvo Penta manufactures engines and drive systems for
marine applications, for both leisure and commercial craft,
with an engine range of 10 to 900 hp and has a global
service network of approximately 4,000 dealers. Volvo
Penta also supplies industrial engines ranging from 75 kW
to 640 kW for irrigation pumps, generator units and other
industrial applications.



Construction equipment

Volvo Construction Equipment develops, manufactures and
markets equipment for construction and related industries
under the brands Volvo and SDLG. lts products are leaders
in many world markets, and include a comprehensive range

Compact Heavy
construction equipment construction equipment

Crawler excavators from Lingong

Skidsteer loaders

Aerospace industry

Volvo Aero develops and manufactures advanced compon-
ents for aircraft engines and space rockets with light weight
in focus. More than 90% of all new large commercial aircraft
are equipped with engine components from Volvo Aero.

Engine components Engine overhaul

;o

Financial services

Financial services such as customer and dealer financing,
and other services such as insurance, contribute to the
Volvo Group total solution offering by creating customer
value such as convenience, speed and peace of mind. Pro-
viding attractive financial solutions and other support ser-
vices is essential to meet today’s high customer demands,
and to attract and retain Volvo Group customers.

of wheel loaders, hydraulic wheeled and crawler excavators,
articulated haulers, road machinery and a wide range of compact
equipment.

Road machinery

Lingong wheel loaders

Asphalt milling machines

The company is also responsible for the engines of the
Swedish Air Force's Gripen fighters. Volvo Aero also has an
aftermarket business that comprises repair and maintenance
of select aircraft engines as well as stationary gas turbines.
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WORLD-CLASS SERVICES

STRENGTHENS CUSTOMER
RELATIONSHIPS

Soft product share of Industrial
Operations’ net sales 2011

Sales of hard
products 77% (73)

Sales of services and
aftermarket products
(soft products) 23% (27)

When customers choose supplier of vehicles or machinery, and spare parts. The Volvo Group's increasingly broad
the offering of supplementary services combined with range of these services and aftermarket products, so
excellent products is a crucial factor. Accordingly, the called soft products, is of ever-increasing importance to
Volvo Group offers such services as financing and insur- the Group's competitiveness.

ance, various forms of service agreements, accessories

" Thoservices aﬁd-af{é@a%k&-‘p%

Aftermarket Product Ai'eas

Spare parts Software A ies Ps' er‘v_i&eg
Vehicle . Service
New parts software Accessones literature
l;‘::iﬁgfj ‘Non-Volvo Service /
factured parts accessories  dealer tools
Extended Merchandise Parts
pari‘s ?rnrh icts. Services.
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Driverinfo Information  Card and pay-
& support services ment solutions



Growing aftermarket business
In addition to vehicles and machines, the Volvo Group's
offering includes various types of financing solutions,
insurance, rental services, spare parts, preventive main-
tenance, service agreements, assistance services and IT
services. The range and flexibility of the offering means
that the solutions can be customized for each customer.
Since a large part of the offering within the aftermarket
business is requested as long as products are being
used, they contribute to balancing the fluctuations in the
business cycle for the Group. By strengthening the after-
market offering, profitability and revenue sustainability
can improve for the Group throughout the business cycle.
The strategy to increase sales of services and after-
market products is an important element in the Volvo
Group's effort to achieve targets for profitability and
growth, both in mature markets and in the Group's new
markets. During 2011, the services and aftermarket prod-
ucts business (soft products) represented approximately
93% of net sales in the Industrial Operations compared
to 27% in 2010. The extended product offering such as
used vehicles and machines, trailers and superstructures
and special vehicles were previously defined as soft products.

Starting January 1, 2012 these are instead defined as
hard products. The numbers above and in the pie chart
on page 42 reflect the new definition and the comparison
numbers have been restated.

Develop and increase interface with customers
The majority of Volvo Group's customers are companies
within the transportation or construction industries. The
reliability and productivity of the products are important
and in many cases crucial to the customers’ success and
profitability.

The goalis that Volvo Group companies shall be regarded
as number one in customer satisfaction, in terms of both
products and services. The Volvo Group shall also be
number one when the dealers' customers assess customer
satisfaction. A competent and professional dealerand service
network is of vital importance to the Volvo Group and con-
tributes to strengthening the Group's various brands.
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INDUSTRIAL STRUCTURE

GLOBAL INDUSTRIAL STRUCTURE
AND STRONG MARKET CHANNELS

The Volvo Group has an established and strong position

in Europe, North America, and South America. Through \\\ORf

the acquisitions of UD Trucks and Lingong and the coop- 1 9% b b4

eration within trucks and buses with India-based Eicher

Motors the position has been strengthened in many 1 6% ”““‘;0\

markets in Asia. Through its acquisitions the Volvo Group ;515 427 employees‘
has also established a global industrial structure with }I
manufacturing as well as sales and distribution channels = -

on all continents.

Share of net sales §
Share of employees

|
sOUr,Y
1 1% ' 3 ;
i 2
50/0 3 \40
i 5,234 employees
]
i
~ Production facilities NortirAmerica South America
s Volvo New River Valley (US) Curitiba (BR)
7 . Renault T Trucks T : PR — . =
Group Trucks Operations UD Trucks o — o T i i o
. Mack Trucks Macungue (US) Las Te]enas (VE)
Becrer B [ .
] Engines and transmissions J—iagﬁerstown (US) o R - Curitiba (BR)
~ Construction Equipment Mexico City (MX), Shlppensburg (US) Pederneiras (BR)
. Buses o ) St Clalre St Eustache (CA) Mex«co Cxty (MX) Plattsburgh (US) Curitiba (BR)
" Volvo Penta 7 Lexmgton (US) -
Volvo Aero i ) Newmgton (US) i
*Ownership > 50%
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Share of Group’s net salss

Trucks, 64% Construction Buses, 7% Volvo Penta, 3% Volvo Aero, 2% Customer Finance, 3%
Equipment, 21%

s
" ~

8 9%

s *
56% Ty )
B
JSS 121 employees
8 A
= o &
- 4% ?
.'jﬁ & 20% reet L H
19,924 employees .%i
Y L 8 ploy
M E £ |
\\\\ / ;
E—— il "
7 OTHg,
0 §
n Tz
3 s
0 g’ By
i o
\J 2,456 employees
B
Europe Asia Rest-of-world
Goteborg, Umed (SE) Gent (BE) Ka[uga (RU) Bangalore (IN), Bangkok (TH) Durban (ZA), Brisbane (AU)
“Vanissieux (FR) - TR T e
; . K?lugaﬁRw,. o L e
Ageo (JP), Hangzhou™ (CN) Johannesburg (ZA)
Brisbane (AU)
P‘thampur (IN)

Kopmg, Skévde (SE), Leganes (ES) Vénissieux (FR) Ageo, Kounosu. Hanyu (JP)

Arvika, Braas, Eskilstuna, Hallsberg (SE), Konz-Kénen, Changwon (KR), Shanghal Llnyl CN),

Hameln (DE), Belley (FR), Wroclaw (PL) Bangalore (IN)

Borés, Saffle, Uddevalla (SE) Wroclaw (PL) Bangalore | (|N) Shanghal (CN)

Goteborg, Vara (SE) Shanghan (CN)

Trollhéttan, Lmkopmg (SE) Kongsberg (NO)
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SUSTAINABLE DEVELOPMENT

PART OF THE PROBLEM
AND THE SOLUTION
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Contributing to a more sustainable world In the following Section you can read more about

The volvo

group business is good business
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t i r S gand services for the t
ransspaor;
and

services win P

Environmella ,, enhanced products

Jor ‘ e IN

convinced  that s Lroducts
piay N important part also in the sustainable

I o

The Volvo Group Nas the skins resources

Responsl1l

society.

the future ©f transport.
and g opq) feach to shape P!

Oki

&
<
>

&

r3



Responsible

The Volvo Group believes there .= no contradic-
i i while
tion in running @ financiany Viable business

PT—— to sust

ble develop nt. A sera-

oach nc

competit veness by e.g. improving bi

image reducing cost creating new business
opportunities and  building stakeholder  relation-
ships

The Volvo Group ‘= convinced that responsible

business contributes to long-term success.

Responsibility = deeply footed Within the Volvo

Group and . based on the values and principles

in the Groups Code of Conduct. The volvo Group
strives to assume €conomic environmental and

social responsibility 7 "= operations Products

and services With n its sphere ©f influence in the

value chain. The Volvo Group believes — this

i to build lasting relations
approach . essential

business is good business

From risk to value sectors of society.
ris

The expectations

solutions to the challenges

to
For a long time CSR has primariy been seen as provide

i a company =
an effective nt teol and for opti- pany

i to so

of resources. RIS i
h s olvo up d uc)
ov d ustd al

important

i i ts shiiieholders a good
However the Volvo Group Pelieves that this intends to give ' ¢]
egy.
i But the also
fails  to  fun explain the business their iNvVestment. Group
approach ully )
i rovidin solutions
potential  ©Ff CSR or how a proactive approach serve society by P g

creates Vvalue for the Volvo The Volvo

that CSR

Group.

Volvo

. - much more than what the Group Mmeans Wwith
Group = convinced

al .
a risk Management to°' shared value

Creating shared value

ch
The world faces urgent global challenges SY

as climate change depletion ©f Natural resources

and uneven distribution of Wealth. The complex

. size and scale or these challenges require
ity

states and different
cooperation among regions

stakeholders.-..

foot . has XYr
The volvo Groups global print
. th decade. The p e
changed dramatically in "€ past e
Volvo Group has grown significanty and haSL to oty r LIt -
As
welcomed new employees and New  entities. t e F . 1
in e u3 e olw gns yNI . ,
a consequence the Group '= operating approx- e
- v air an twni3 v-
imately 190 markets. Local conditions differ as . . . Mm ..
v
do the expectations ON business in different parts szcal
iov =
of the world. is psi e U g
J 3. s9'LS
Jones
The Global Compact Indexes
The Volvo Group = a signatory Sustainabiiity

of the UN Global Compact.

St t.tl1.2

Member 2011/12

largely judged by

on business

are growing.

the value

the o
return on
strives t©

that Mmeet

the challenges of Sustainable transport. This =

Creating

a7
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Environmentally

the total greenhouse gas SMissions CAUSe
by humans. AS gne of the worlds jargest manu-
Y
facturer of commercial Vehicles

the Volvo Group

has a

to reduce
responsibility '© work  to

Cco2 emis-
sions from «= products.

The Groups Vision = t© become world leader in
sustainable transport S°o'utions.

w 1= eritical

for the Volvo Groups future success

innovations
to continue to develop breakthrough

into finan-
and technologies 2nd converting them into finan

The volvo

ciany Viable  products and services.

Groups products and services are  jmportant
However

components ©f the transport system.

the transport system sets the boundaries for our

The Group therefore has to cooperate

products.
i actors in Order to develo
and partner With other P

sustainable transport Selutions.

Three areas of focus

Vehicles that can be operated ©n

fuels.

The volvo Group 2lS© participates ' public "¢

sustainable and

private partnerships '© develop

Bus
efficient transport systems SUch as Rapid

transport System BRT @10 inemgen:  Trans:
ransp

port Solutions ITS.

Energyefficieni_-drilCelin_es

9 f the environmental impact
Approximately 90% © P

—results._froc theé_use of _th.e.p.ro_d.ucts..The

Groups

main focus is therefore on reducing the environ-

mental impact ©f products " YS€

The Volvo Group estimates the fuel-saving

O
potential for a standard truck wil be 15%
2020 compared With fuel consumption in 2005.

t more _igni
NeW technology can lead t© even significant

enhanced products

vinl For, e of 2 hybrid drve-
to in
line iml
cert bus
T \Volvi esear and

development to Meet the future Euro Vi |cgisiation

which will come into €ffect in the EU in 2014.

i d PM
Emissions Oxides an

ot NO Nitrogen

Matter win be reduced py 97%

Particulate

compared t© 2 truck from the cany, 1990s. Vehi-

cles compliant With the Euro VI will thereby emitt
plian

4 and PM.
very oW levels © NO

Hybrid technology
Hybrid technology 'S one of the MOSt promising

and competitive technologies " commercial

vehicles. Because of "= potential ©' saving fuel

] costs
hybrid technology Mmeans lower operating
for customers While at the same time signifi-

cantly reducing environmental impact.

i suited to urban
Hybrid technology = best

. since the MOSt appropriate Vvehicles
operations

i i in con-
for hybrid drivelines are those gperating
conditions such as buses
-go
distribution  truck
@

juction of the

t fuel savings

makes this bus a commercially

of up to 37%

viable option.

w2011 Volvo Trucks Commenced sales of

FE i
hybria trucks under the Name Volvo Hybrid
markets.

to customers in Selected European
Tests ShOw that the fuel saving potential for this
truck s yp t© 20%.

Renewable and alternative fuels

Carbon dioxide neutral vehicles are powered by

raw Materials such
fuel produced_from fenewable

fuels
as biomass. Reducing dependency ~©n fossi

such as on coal and natwral gas by increasing ¢

use of renewable fuels makes business and envi-
ronmental sense. The Volvo Groups research ©on

Methan
renewable  ruels = mainly focused —on Methane

Diesel and DME dimethy1 ©ther.

Joint DME project

a potential
H ay
ay-€ en

tal impact. ESti

conventional  diesel With Bio-DME carbon  dioxide
9
emissions will be cut p, 95%.
The BiODME project ' @ joint VENre with
among others the EU and the Swedish Energy

The aim = to involve the

entire  chain
Agency.

digtribli-tion

The volvo

Group = coordinating the project

i vehicles for field
and develops demonstration

tests between 2010 and 2012. Two  vehicles

were handed over to customers for field tests in

2011.
early

Combining methane and diesel
The benefit of methane diesel technology ‘= 'hat

fuel for
methane fuel = already available as a

vehicles.

n 2011 Volvo Trucks launched the n§

EM Methane Diesel The truck =

truck.

po by

consideral

lanufacture|

trucks

partnership with WWF

. 2010 the VOO Group became the worlds
e manufacturer n the automotive industry
the World Wildiife Fund ror Nature

O join

WWF  ciimate Savers

Group has thereby Committed to even more

Program. The Voivo

ambitious €MISSION (4,gets ©7 greenhouse

than The voivo Groups truck

gases previously.

to reduce carbon
companies have undertaken

dioxice €Mmissions from vehicles Manufactured
between 2009 and 2014 p, 13 milion tons

n orrra@reed twayyroivo Constrytion
the WWF

and volve BUS should

Equipment join

was
ClimateSaversprogram.  'he€ partnership
"~ Feb 2012
launched during 2 ceremony ebruary

n China.

WWF

Climate Savers
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ro .V was_imp| ted " llrone and . janyary 2010
LFC=t1ON
compare to . With plamrefia or lEPA

and NO are close t© zero. Euro wvi will

Particles g/kwh

2010 emission levels for . iculates

come into effect in January 2014 in the EU.
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carbon dioxiae CO
40 Sutphur-dioxideSyy
Source ACEA European Automobile
20 P
Manufacturers  Association.
o

1995 2000 2005 2010 2015 2020

for
Wwithin  the EU an m02d transport €MiSSIoNs except

(o decrease

CO2 @® expected

i the future. This i= the result of giringent emission regulations.
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. . E et .1 1cE
Increased  global presence NeW products MW an effect on the future competitiveness ©f Diversity ©nhances innovation
technolog deMbgrag changes and more Europe. The volvo Group = involved in a com- To create the dynamics required '© Succeed at a

the recruit and
nstitu

chnologies N€edeU

o S ... o be

€r Program.

Volvo  Groups - i Profitability. the
ing OPportunities and a unique company SUiture Competence development knowledge base skils and understanding the
that help us attract and retain thejst people Investing " the Groupjii#mployees '= a funda- Group becomes more responsive '° CUStOlL

busine; sustainable gecds and Grg

ing mpetitive

OUPS training

an levels r employees

he volvd

from "traditional  and e-bas

Group will not succeed ies  range

pursuing "= strategies. * = therefore important training to individual coaching and mentoring.
We attract the rignt expertise 274 competent Individual competence development = based Employee engagement
engineers t© continue the development ~ ©f Vit on a personal PUSiNess pian which  provides n 2011 an Employee Engagement !ndex was
h. d The volv for i strategic added to the Volvo G Attitude  surve
ronmentally €nhancel products. olvo Group support translating corporate 9 roup Y
regularly maps the strategic competence needs objectives Mte individual objectives and  contri- VGAS. By including €ngagement there = a
and  ,nnually aggregate findings ©on a Group bution. The | hose = to ensure whar employees clearer connection to the Groups Wanted position
level 10 iqentifny the most important future needs. clearly understand their role in the team and culture and business success.
What = expected of t The resuis from VGAS .. benchmarked
Al [ ro ad| an ta
ThEll num of people jradibating <. gapgered
ematid al technol= ry manage i Sessin seMnhg ovel
ogy MST . declining and this trend may have d ta . —
Pipeline provides u d ndex of ith
. approach to developing 2nd preparing present the giopal norm of 68%. The survey reveals that
Academic Partner Program
The Voo Group Academic Partner Program leaders as well as potential leaders for future the Volvo Groups general Strengths are the
APP . . systematic approach for long-term roles. employees pride ' manufacturing products of
cooperation with selected universities and _
The |ecadership Pipeline has been set ., phigh quality and that they cieary UNderstand
research institutes i areas ©f special interest.
. N d e i e i ctivi
The program aiMS to provide ™S Group with a jointy With research institutes an based on their role and the business objectives.
holistic picture ©f important collaborative  part global research. . = also designed t© support

ners and to increase the Groups wviewiry ©

the Volvo Groups culture and values as well as
students and researchers.

Our involvement with universities = also the strategic objectives.

important " creating relationships With

students  and potential employees '© Secure

access to future competence.

¢ eagraphijc-d.istribution_of employees. 20 I O Nl I
—
2 o409

Ftes
——llal 0y ©€S 2t year-end

Swed 250 Share ©f women % 1w 16
weden ©
Share of women Board Members % 13 12
9
Europe el Sweden 31% _ % . .
Share of women FPresidents and other senior executives =

North America 16%
South America 5%
Asia 20%

Other countries 3%



Res r" inle soUrcina
Responsible supply 3" management = about
managing risk promoting responsible behaviour

- .
—
to So environmental and bUST-

improv

nes: § in the
S S

Ve Groupgesd

to ensure that unethical values are not
built into the Groups products and services.

Since 1996 the Volvo Group has gradually

increased  requirements °" suppliers regarding

environm siness ethics and _sg

sibil

ivere

ro:

ateri

used in automotive products. 80 of these oupp

ers are located in countries assessed ashigh risk
identifiea in the Volvo Groups CSR country risk

model. The risk assessments are based on gngiy-

MSti—tutiasns
an incu!ye factors sucl as human rights

labour standards and incidence  ©f corruption. 1he

reguire-meénts
he~same | S ocs On = sippliers.

Results from the assessments in 2011

n 2011 63% or Volvo Group purchasing spend
derived from suppliers of direct materials that
had completed the CSR assessment gquring 2010
and 2011. /3% of the _, i jiers that completed
the assessment passed. AIMOSt exclusively the

main  reason  for ramng '© comply With the

assessment = a lack of adequate systems to

00 h rog_ujrements t° their

suppliers.
Suppliers that do Mot ..o are asked to draw up
an action plan.

The assessment Was completed by 8370 of

suppliers from countries considered tw be high

risk from a csR-perspective.

in 2012 the Group W™ continue to focus on
assessing suppliers " ‘dentified high-and medium
risk countries  from a CSR perspective  and to work

with the non-approved suppliers '© ensure that

the Groups requirements are met

Production

The environmental effort 1= and has ;o,g been Focusing on energy-savings Mmeasures is good "

one of the cornerstones i the Groups work. The both the environment the Groups financial

enviroi

joint

"‘manmmn

foundation of N was to reduce

lear
ment system s

that « was also a solid financial investment which

measures.
Already n 1995 the nac environmental man- wi generate significant SOSt savings " " long

agement system was certified. At the end of 2011 term

99% of the employees * production units were ANl production plants MUSt cg e

working = accordance With the certified environ- common minimum .. irement; taining t©

ns to

ystem primarity SO

ntal

duction unit there s an
ental coord Since 1989
Groups envir tal © -
develop and tor the environmental mental  Lolicy
swategies 2 the goals are included o

to observe

business  pian] e 2004 the vovo Group

environmental factors and risks.

has pue an extra swong 'OSUS ON energy "eduction

inws OWN  production process. ENergy consumption 1 2011 17 recuues i SWeden  required permits.
has since decreased py, 46% por produced unit All have the ocessary SMVironmental permits AN
needs to be renew wn 2012. The
The on o anfill. O
e vindiRO11
Contin| >f ; lan as in
mwmy  ©F making the Groups facilities carbon on Volve Group property " Sweden. 2011
neutral. N0 Spins Were reported o major SnVirenmental
Standby 0SS ' energy consumption auring incidents occurred and no environmental disputes

0, .
non-production hours must decrease by 90%  are ongoing.

and an additional 150%a energy-saving per

produced unit by 2012 compared with 2008.

vlv Groups e 1k N e r on

VC ut e I I

by non €

on Fentai A. Do .

r . s
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THE SHARE

THE MOST TRADED SHARE in STOCKHOLM

The Volvo share i tlistea on the Nasdaq OMX The Volvo share was the most traded share

Nordic Eychange ' Sweden. One A share onti- on Nasdag OMX stockholm in 2011. At yearend
tles the holder to One vote at Annual General 2011 Volvos market capitalization totaiea SEK
Meetings @"d one B share entues the holder o 153 binion 238.

one tenth of a vote. Dividends are the same for AN creasing portion ©f the trading in Volvo
both classes of shares. s

e ]
for 1100 Bur-
tor 3% and Tur-

the development On the worlds remainder of the trading

outside these exchanges.

Was negative followi

exchanges took place

share ,rce decreased py

Dividend

The Board proposes 2 dividend  of SEK 3.00 per

Share for the financial of 2011 which would

year

mean that a totai of SEK 6082 M would be

transferred to AB Volvos shareholders. For the

a dividend or SEK 2.50 per share

preceding year

ut ~ totar SEK 5069 M.

was

Co cation

Dial h the s for
Volvo dition to nnual General ng
and ber of | ctivities aime

fessi investors private sharehol and
stock

market anglvsts the ,ciationship between

Volvi

end for the Volvo A share was SEK stipulating shares may

the price

verted into

representing

A total of

A shares.

or 282 biion were  traded

to a gaily

daq OMX Stockholm corresponding www.volvogroup.com

average of 12.0 million shares 9.8.

Earnings and dividend per Share Total return Volvo B
Earnings per share SEK
Dividend e, share SEK 140
120
. Proposed by the Board or Directors 100
o7 o8 10 11
80
7.37 4.90 5.36 8.75
5.50 2.00 2.50 3.00 60 - v
09 40
7.26
20 08 7T o9--—--
0.00

I o

©Nn  concerning

Volvo and statistics for truck deliverie

possible to

the Annual

tors Group Ma

are regulated =~ the Swedish Code of corporate

Governance. The website

PAsSI-bility

B Share
incl. o invested

dividends

SIX Return index

Source  NASDAQ OMX

10



Price trend Volvo Series B shares 2007-2011 SEK

160

10

80 -

40

20 07 — 08 09 — 10

vovo B OMX stockholm P! OMX stockholm machinery P!

Source  NASDAQ OMX

Price trend Volvo Series B shares 2011 SEK

130
3
89 10
1 56
1213
—
16 1819
v
100 14 15 a7
90
80

voivo B OMX stockholm ei OMX Stockholm  pachinery P!
Source  NASDAQ OMX
Events
Truck deliveries ror December 2010 6 Olof Persson appointed hew Volvo

CEO March 16

February 4

o Yearend (eporx 2010 February 4 7 Annual General meeting 2011 apri ©

3 Truck deliveries for january February 1© 8 Truck deliveries for March ., 27

4 Annual Report 2010 March 16 9 Report ©n the s quarter Aprn 27
Truck deliveries ror Fepruary March T 3F Truck deTveru  sinrf ., May *

Ownership by country

Sweden 60%

Great Britain 14%
USA 10%
- France 7%
Switzerland 2%
v o
— Luxembourg 2%
Others 5%
Share of capital registered Shares. Share of capital

The employees

pension foundations

ownership

Ownership categories

registered

of

The largest shareholders in AB voting
Volvo December 31 rights %0
2011 2010
Renault s a s 177 175
Industrivarden 156 212
violet Partners LP 5.6 5.5
SHB2 a7 as
AMF preakring 0ch Fonder ase e
AB Volvo held 20728135 class A shares and 80264131
class B shares comprising in total 4.7% ©f the number or
o registered shares on December 31 2011

2 Comprises shares held p, SHB SHB pension Fund SHB

Employee FUNd SHB Pensionskassa and  oktogonen.

Share capital December 31 2011

Registered number of shares 2128420220
of which Series A shares2 663527946
of which Series B shares 1464892274
Quota value SEK 1.20
11
Share capitar SEK M 2554
Number of shareholders 251715
Private porsons 229825
Legal entities 21890
For further aewi= on the Voo share see note 1o
The NUMDEr o guistanding Shares was 2027427954
December 37 2011
2 Series A shares cary one vote each
tenth or 5 vote each.
- 3 Series B shares ..., one a
22
Trick  cretiveries for May June 17 17 Voo Group restructures — October 4
Truck deliveries for June .y 22 18 Truck deliveries for September ~October 25
eport on the eeond_q_karterluly 22 19 Report On the wira quarter October 25
Truck deliveries ror suty August 30 20 Capital markets gay in Stockholm November 8

Truck deliveries for August September 15 21 Truck  detiveries November 16

for October

Vew financialtargetsfor AB

oivo 2yyTiocn
deSvetLesfiorlvVaiieml5ef-Debdtttt3et1 9-September

) More details On the Volvo share and
Non-Swedish ~ owners 40%

VoIVOS hoiding ©f treasury SNAres are

rivi re o 9
Private  shareholders 12% n note 19 to the financial
provided
Pension funds and statements and in the gleven-year
insurance companies ~ 10%
summary.
savings  funds  15%

Others 23%

shares.

shares in VOO  through

= insignimeant
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SIGNIFICANT EVENTS

DURING 2011

The first quarter

Olof Persson appointed new Volvo CEO

The Board or Directors of AB Volvo decided to

appoint Olof Persson 46 then President or Volvo

Construction Equipment as the new President

and Chief Executive Officer or Volvo. Olof Pers-

son assumed the s President or AB

and CEO

position &

Volvo of the Volvo Group ©n Septem-

ber 1 2011 when Leir JOhansson retired.

-
. E

and CEO orf Volvo cConstruction

President

extensive i
Equipment. Fat Olney has an experi

ence spanning 17 years n the construction

’ i senior
equipment industry With 10 or these i

management reles within Volvo CE. He assumed

his NEW position ©on May 7 2011

Annual General Meeting of AB Volvo

The Annual General pmeeting of AB volvo held

on apen 6 2011 approved the Board or Direc-

tors motion that a dividend of SEK 2.50 per

share be pajg to the companys shareholders.

Duza- Leif

Peter

Bijur

Jean-Baptiste

yren e N ensburg
es 2012
em-
rd. - wa

ree acted fnLthP

extendin to August 31

2011 when he stepped down from his agsign-

rzaeni.aa.P.resident__and._C.h.ief. EXOCOtive.Officer

of Volvo. in addition ©Olof Persson was elected

to the Board for the period starting ©n September

sident and
S s -
irman

Duzan

representing Renault

Jean-Baptiste

c.as Carl-Olof By representing AB Industrivarden

Hakan sandberg representing Svenska Han-

delsbanken SHB pPension Fund SHB Employee

Fund SHB Pensionskassa and Oktogonen and

Partners
Lars Forberg representing Yiolet LP

and the Chairman or the Board were elected

members or the Election Committee. The Meet-

ing fesolved that no fees would  be payable to

the members of the Election Committee.

The Annual General Meeting adopted 2 pro-

Rgsal from Renault S.A. and Industrivarden  con-

rMmMplesAs

S ermit \/C.u_.ntW conversion

subject t© approval by
ing @t least two thirds of the votes cast and the
voting rights represented =t e Meeting.

Volvo CE invests in its NoOrth American

operations

Over the Next couple ©of years VYOIVo Construc-

USD 100 M in its

tion Equipment plans '© nvest

Shippensburg PA USA  manufacturing  faciiity

and start production ©f Wheel loaders excava-

tors and articulated haulers in North America.

Also volvo CES North American sales head-

and Volvo Rents win relocate from

quarters

UD Trucks launches new Condor
n July UD Trucks launched . new Condor
medium-duty trucks which have undergone a

wn model change. 1€ NeW models adopt @ New

cab gesign ™3 conveys the impression ©f @ uni-

fied L, With the eavy-dut
) ‘d

ech mu S

o deliver i fu
heavy-duty trucks outstanding

environmental and

economy  improved aero-
The new

dynamic performance 2Nd  safety.

Condor models are powered by €ngines fitted

s sh s. The i
A ci n TN S|
ehold represent- pIor  the!

PAb

with a newly developed common r=ai system that

increases the MaXiMum fuel injection pressure

for achieving high levels of power 2nd torque ™
a small dgisplacement Volume.
The third guarter
New financial targets
Board
n Sep[ember « was announced that the oar
$DQrCl \a:tt Q n
nt finmncial targets Gro!
< 2012, new have been

in ord to

ariou: tions

and benchmarked annualy relevant

against

competitors.

The financial

targets for the Group 2'¢ as

follows

The annual organic sales growth for the truck

bus and construction equipment operations

as well as Volvo shall

Penta

be equal *° or

exceed a weighted-average for comparable

competitors.

Each year th® operating margin for e truck

bus and construction equipment operations
as well as Volvo Penta shall be ranked among

benchmarked

of 12-15% return of equity

ing targets

i ; i firm
and an equay- 'atie ©X  eding /& a&nri

Volvo Aero has an ROE target or 15-25%.

WheNn caic-ui_ating the- CIE-Vofvo.Aera_w.ill.he

assigned the same equity "2t as that for the

Groups

capi ure,
debt inclu

ment benefits for the

Industrial Operations.

Industrial of

Operations
a maximum or 40% of shareholders equity

under normal conditions



YL .

Volvd

and

in October .«

Group = to have a new organization Which better

products Within the truck operations.

ple

com

organizational

the same manner =«

production

two new central organizational units

CEO. production

development for the

will remain with their

The new organization Was '™ place as ©f January 1

2012.

The fourth quarter

zes the global potential

the sales and marketing ©f an of

units girecuy

of trucks and gpoines Wil b

product planning and product

ro

-
its tru Carl-Henric med ‘EEE !
new organizatio Chairman of Volvo

bd that th on December 12 2011 the Election Committee

or AB Volvo proposed the election of Carl-Henric

of the br Svanberg

F Annual G g ON apri 4 20

Volvos ¢cu rman Louis Schweitzer

in three declined r

under the The EI mmittee also proposed

product develop! reelection rd members Peter

Jean-Bapti n Hanne de Mora An

Nyren R& san

Lars Westerberg

Yeh and Olof Persson.
non-truck business areas
respective business area. Detailed information about the events = availa

ble at www.volvogroup.com

Volvo Groups 2011 capital Market Day

At Volvos capital Market pgy in Stockholm on

November 8 2011

Persson presented

the Groups

CEO olof

President and

new financial

targets that were announced on September 22

2011 and the new

from the peginning °

organization that applies

2012. He also emphasized

the major growth potentiai he sees in the coxisting

businesses which
efficiency ©Vvertime
to inc_resase =

percentage points

Qfhesew

AB volvo

operating margin by at

combined Wwith e, cost

gives the Group the potential

least 3

thus achievement

facilitating

inancw_ar.ets-

evaluates the possibility of

divesting Volvo Aero

On November 21 2011 « was announced that

AB volvo as a step n further sgreamlining the

Volvo Group towards commercial vehicles had

initiated @ process

Aero.

aimed atc Volvo

divesting

a1

S$

D Corporate Governance
a corgi  FAAYr_r arc

€T hick is separate from S€

Report Volvo

issued

o h oM c gOe . arce
i d in this _urn
hor h acnua roport as suer
. yO-150
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TRUCKS

CONTINUE D EARNINGS

in Europe. 1€ Japanese
negatively 2ffected  py the earthquake
that nit the country in March  but
towards the end or the vear. 'n Brazi

Was  strong during the

Total market

In 2011

29 EU Norway and Switzerland

35% to 242400 trucks compared

varied

situation

N

rd

year.

Northern)|

Amdgaca
the ¢

Sty

3D

the heavy-duty truck market

d EaS

increagikd

market was

and tsunami

recovered

demand

Europe

increased py
to 2010. The

within  Europe.

[ . e s1

b

The

because than expectea ahead

of less prebuying

of the pew stricter emission regulation that

came into effect on january 1 2012. The total

Brazilian market for trucks

heavy-duty

expected to record a sugme decline and reach a

of about 105000 trucks in 2012. The

level

beginning ©f the year = expected to be slow fol-

lowed by a gradual Pick-up ™ demand driven py

a general Ncrease in economic  ciiviey and

of the

increased acceptance new more expen-

sive Euro V trucks.

market

The start

gradual pick-up "

to renew their fleets ahead

regulation i 2014.

0 as customers start

of the new emission

In 2011 the total market for heavy-duty rUcks

in North America increased py 92% to 216100

trucks compared '©

year.
driven  grimariy by U
industrys aging

Activity " the

steady. Although

c inued S
c tructi m t
in the energy

_y_as__productinn__1ry2.0O

heavy-duty trucks

refuse

142100

he

highway

L2

i

sector

need

tractor

vehicle

the vocational

tie_

I

ulart

in the

Demand was strong throughout

to

truck

parti

total

in North America =

replace

segment

EY

market

previous

the year

the

population.

was

segment

depressed

imre

natural

v

for

expected

w0 grow ®© a level of about 250000 trucks.

The

truck operations

Trucks UD Trucks Mack Trucks

500/6 direct and indirect

offer stretches

haulage and construction

for distribution.

Number of employees
41469

ownership.

work

consist of Volvo

Trucks Renault

and VECV i india

to

The

light-duty

product

from heavy-duty trucks for jong-

trucks

rt ©f 2011

Japanese

market for heavy-duty trucks = expected '©

increase to about 30000 trucks.

The Indian market for heavy-duty trucks grew

12% o 2011

by 237000 trucks in compared te

212000 vehicles 2010.

in

Earnings
in 2011 net sales inthe truck operations 'Ncreased

by 24% o SEK 207703 M 167305. The operat-
o SEK 18260 M 10112

ing INCOMe  improved
9

the margi 9.1% g .0,

eael n

n and ed st rol ol perati
costs had a positive impact ©ON profitability.
Position on world market
n total the Volvo Group = Europes largest and the
worlds second jargest Western manufacturer ot
heavy trucks.
Brands

Volve Renault Trucks UD Trucks Mack and Eicher.

IMPROVEMENT

W

th nnual idl Tr
Isville entu®y ck 3 b Trucks
introduced trucks ~ With and

new aerodynamic

powertrain  features which when combined with

achieved

the improvements already through  the
use of SCR technology deliver Tuel hcicncy
gains ©f 8-12% over previous generations  of
trucks EPA 2007.

The worlds most powerful hybria truck was
launched py Volvo Trucks in the first guarter. The
Volvo FE Hybrid the first paraner hybria  from
Volvo Trucks uses techniques able to reduce ruel

consumption @nd carbon dioxide emissions py up

o 20% and « ma the truck Much more silent.

and

bon dioxide from fossil by up

70% compared With a conventional  diesel gngine.

of the Volvo

in September a 750 pp version

FH16 was launched.

Renault Trucks delivered the first serial Renault

Premium pistribution hyprid uck Hybrys Tech.

Renault Trucks also launched a system called

on the Renault Premium Route optiruer

oOptiroll
truck which further reduces fuel consumption.

" July UD Trucks launched = new Condor
medium-duty trucks Wwhich have undergone =2
wn Model change.

A




<.

<

s

r—

ste C.y_f.a-y
Ve

zc

ymat

0

P4
9

- y
) L A
~ » - S NI 7/ iv
Vw oY yegeyrwyyy Y iy
ve .« . re VYP sy 4
ve vCs . . % yzlll)’/yyasa v VK\ va
YYYYtkt o Hy S ayy v aix

3

ytc3..yy_

v NE.ci

fL

7 st
1
f
yya "ry . I vrioo vk A
n v - as 7 K. sygmiyailymeyy
. ¢ Tk = Viysye .
oy TSR T Y gy
z. M 4 -
N i P v
y
.
yy. - Y y

ey

yyst y

2wt

<
Q&

FyTYiLyiF

vy



58

BOARD OF DIRECTORS REPORT 2011 D

CONSTRUCTION EQUIPMENT

WIDESPREAD DEMAND UNDERPINS GROWTH

it.

Volvo CES equipment = distributed to customers related  consequences °f e  carthquake 2nd Reduce break-even

through @ global NetWork of jcocngent deal- tsunami that struck Japan in early March which Further investments were announced that win
ers and in some instances Volvo-owned dis-  had a negative ©SM€Ct on both sales and income. see efficiency gains and lower the break-even

well

different™ applications including IC  marke Ignificantly mark
general construction T0ad piging and mainte- leader in China for excavator and wheel loader investment in the companys Shippensburg US
nance demolition Waste processing Material sales with a share ©Of 1‘ Despite a softening to allow production of wheel loaders

of the Chinese market Volvo CES sales there cavators and articulated haulers.

tober the company

form p Mot the companys plan

nd design resources.

e
wherea Viously slug- 3 plant s
gish North American market jumped by 37%. in Kaluga Russia Which will see production Start have the hallmarks of lower emissions better
Asia excluding China grey by 28% and oOther N oany 2013, pistribution in Russia also got a performance  improved ©operational economy
Markets |, 14%. in China government efforts to boost with New partner Ferronordic committing and  higher quality. -AS well as advanced  engine
co; . ti dampgge nd but sal r- D 100 pan de. cati the MOk c rol new \olvo stem
sys-construction
ipment Mmarket. i India” dealer development © in focus tem red partictimte  matter py90%
Recoveries  in mature €CONOMIES coupled With and SEK 140 M = peing spent ©n expanding compared *© "€ previous Machine  series.
continued  puoyant d€mand in oo i markets volvo CES pangalore faciiy to accommodate
and internal cost reductions saw Volvo CE w a excavator  production. Elsewhere the company New products

South  Amer- in Las

ainin damentally

Chinese

vestment ackhoe
53810. Operating income rose 1o SEK 6653 M will see Volvo CE excavators produced at the loaders - and the Red Dot award | ning
61.80 whereas he gperating mare n amounted Pederneiras Brazil raciity. L220G wheel Ioader. In 4 over 50 new models
to 10.2% 11 5. These are solid results given the were introduced to dealers and customers .
and North i with a host of new
_._significant.curr_ency_headwinds__and-The supplier Europe America
products also available i ASiA and other
markets.
t
voivo CE manufactures equipment fOf construction Position on world market 3
applications and related industries. Volvo CE i= the Worlds 5rgest Manufac
turer of articulated haulers and oOne of the
Number of employees worlds  jargest Manufacturers of wheel
14857 loaders €xcavators road development rt
machines and compact construction equip 1
. N
ment.
Brands

Voo and SDLG | ingong.
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BUSES

INCREASED SALES A

Volvo Buses .. one of the worlds jargest mManu-

f rers . ran! col ises

c lete 2 is ansp solflons

systems financial solutions as well as

service and maintenance contracts. 1h€ com-
|

pany ©ffers global products adapted '© 'oca!

condiiibns th m¥fa
Nort| m a and outh
Buses has sales in about 85 countries

and = one ofthe bus jndustrys strongest Serv-

ice networks with more than 1500 retailers and

service workshops giobally.

Global leader in hybria buses
During the year the trend toward more efficient

transport  Solutions  continued within  the bus

industry With less energy consumption 2nd

lower environmental impact. Volvo BUSeS intro-

duced a new bus mModel for gy traffic — the

Volvo 7900. The new bus model .. available in

hybrig and for natural as well as

gas/biogas
diesel/biodiesel. The hybria Model has yp t
37% lower tuel consumption and carbon-dioxide
emissions than the corresponding 9iesel bus.
with the Volvo 7900 Volvo BuUSes will strengthen

in terms of fuel-

its industry-leading POsition
officient hybrid Vehicles. In total Volvo Buses
h sold more than 400 nhybrid SEF "

to Tromso rwa

Germany and 8 to

Developing the vehicle of the future

The next development step '™ e hybrid area

a._.yhryablQ@ hybrid which can operate quietly

Buses has a product range comprising Sity and inter-

ciy buses coaches and chassis.

Number of employees
7400

60

D PROFITABILITY

tor 1ggg distances and -Ebmpletely exhaust-free New investments in India g

i L al te of
usi t
pot uch suce ~ [l dia Ihe the
as en pany < ~<Ellous! d
buses. A prototype WaS developed " 2011 and interciy buses and air conditioned iow-floor

fiela tests will cogmence i Go burg investments are

buses. Colehensive new

and facilitate increased

- gl . — oo
dri and Here Volvo

SAIC Shanghai Automotive

Corpora-

Industry export.

tion have started a joine VENture company o

research development and industrialization  of Increased deliveries decreased

buses With alternative drive systems  both order intake

refined electric Vehicles and hybrids. in 2011 the bus market continued to develop
Within the framework of the EBSF research favorably in Asia and South America while

program European Bus System of the Future decreased in Europe and North America.

Volvo BUSES has developed a demonstration Volvo BuSes increased its deliveries py 2070
vehicle with various Solutions that may contrib- primarily due t© substantially higher deliveries in
ute to making public transportation more effi- South  America and North America. in total
cient and attractive for passengers of example 12786 buses and bus chassis 10229 were

by More rapid entering 2nd alighting Shorter  delivered which —are the nighest <e'iveries to

travel times and less crowding. 1EStS in waffic aate. The finai two guarters Showed a somewhat

slower order intake.

commenced in Gothenburg December 2011.

Lower operating COSts with telematics Sales and Income

To assist customers " reducing e operating n 2011 net sales rose to SEK 22289 M 20516

costs Volvo Buses . also offering telematic strengthened by increased  deliveries = South
systems. I 2011 Volvo Bus Telematics Wwith America North America and Europe. Operating
Tratric Fle ag improved to SEK 1036 M 780 and the
VI Wi d

requirements
vehicle
Position on world mMarket -

The business area = one of the

‘worlds of buses.

largest producers

Brands

Volvo Prevost Nova and Sunwin.
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VOLVO PENTA

IMPROVED PROFITABILITY

shipyards

the world use Volvo Pentas for

reliable engines

towing passenger transports patroliing and sea

rescue.

In  the leisure boat industry Volvo Penta

to

develops and delivers complete drive systems

world-leading Poat builders such as Fairline
Sunseeker and Princess in the UK Jeanneau/

in the US and

Beneteau in France Chaparral

times. Through partnerships '™
communication and navigation area and by runy

Volvo Penta offers

integrated 9rve  systems
boat griving SNVironments with a strong focus on
comfort and user-friendliness.

Volvo Pentas customers have access to the
marine industrys most giobal service and dealer
network with about 4000 dealers worldwide.

industrial  engine area VYolvo Penta

delivers diesel engines to world-leading customers

’ Viron-
unique Performance operational 2"

mental features Volvo Pentas industrial engines

cr itive

Clmamm Groups

offering_Volva Pentacan also offe

cient support " the form of global service and

aftermarket Services.

volvo Penta provides engines 2" power systems for

|eisure and commercial craft as well as for industrial
ion and container
applications  SU¢h  as power generation

trucks.

Number or employees
1338

volumes

i Volvo  Penta.
comprise gines delivered by

More than nhaif of the Groups total volumes or

16-liter are delivered te Volvo Pentas

engines

customers.

Total market

The totex Market for industrial engines Was

strong during the 1 hait  or the

lobal financial

oted in China and

and th
ThdRoial
i weak
largely unchanged compared With the

sales
trend during '€C€Nt years. European boat

were adversely impacted by Pailout packages

n Southern

and austerity 'Measures Europe
and i Domestic  boat

particularly ' Italy Spain.

sales in which s Volvo Pentas

1taly traditionally

largest Marine market in Europe are estimated
0
to have decreased about 70% over five yoars.

In North America boat sales Weré consistentl

result

Product renewal

duct

The
inrecent U .o

range for industrial engines

enables
Volvo Groups proven SCR technology

Position on world market

Volvo Penta = the Worlds |argest Producer of diesel
and a independent

engines for leisure boats leading P

producer ©f industrial

engines.

eet fu

On the marine sige Volvo Penta launched

D6-400 in 2011 -~ the worlds mMOst powerful

diesel sterndrive. This 400-hp power package
confirms Volvo Pentas world-leading position ™

the diesel sterndrive segment.

Earnings trend

sales amounted o SEK 8859 M compared Wittt

Production and investments

of
n 2011 Volvo Penta completea the launch a

new ogistics System that €enables efficiency

enhancements across the entre chain from

order to gelivery.

n recent  yoa o Volvo Pentas engine plant ™

vara Sweden has worked systematically '© reduce

vironmental and costs. The

enermm

Pl ted oS ¢ nge ‘%
ithi [l the e e

P

ef ase els ue hese

in the Vara pianc Was

impact

efforts =« manufacturing

carbon neutral from 2011.
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VOLVO AERO

IMPROVED PROFITABILITY

Since the 1980s Volvo Ae€eros cwu operations

have grown steadily in 'erms of sales and _.

nificance Wwhile the companys military opera-

tions have decreased M a corresponding 2Sh-

ion to the present figure ©f about 5% or sales.

Since Volvo Aero has an jndependent role

the company can sign agreements With s major
As

manufacturers in the aircraft engine industry.

a result Volvo Aeros .. i,o components are
now found in more than 90% or . nNew |arge

aircraft.

Volvo Aero can now also claim the role as a
designer ©of NEW engine components. 1Ne COM-

pany has assumed a |eading role in the field of

light-weight structures Which = now gaining
significance '™ € jngustry SN less weight
leads to lower fuel consumption and in turn
lower emissions from aircraft ~ tWO vital issues

for the airline industry.
A key component " the light-weight venture
= the composite company ACAB which  Vvolvo
in 2007. the ACAB

Aero acquired During year

secured 5 strategic contract with Korean air
concerning future collaboration in the areas of
radomes ing Structures and other composite
components.

The continued success of Volvo Aeros focus

on high quality = confirmed py the fact that in

military 2ireraft Gripen

160000

2011 the single-engine

with a Volvo RM12 exceeded

engine

hours of operation With no engine-related

breakdowns or Serious incidents. This = unique

foLallLair__ for_oes_n orldwide.

-
Vel om0 ol adv cgmponen
& | @ ap| Al ‘w———
technology '©! ed@fuel consdMptio

Services for the aerospace industry and for stationary

gas turbines are also offered.

Number of employees
2904

airs 1«

Total market

According to the airline industrys ‘nternational

trade IATA

organization passenger affic

increased 5.9% in 2011 While _, . ., declined
0.7% compared With the preceding year.

Airbus and Boeing reported 2529 new orders
during e year nearly a two-fold increase com-
pared With the preceding year 1269. The order
bOOK for |arge ©vian aircrar rose from 6995
aircraft at the end of 2010 to 8208 at the end
aircrart  manufacturers

of 2011. The delivered

1011 aircrare in 2011 a 4% increase compared

with the preceding year.

Product renewal

An  agreement signed With aeroengine mManu-

facturer Pratt Whitney ™ June makes Volvo
Aero a program partner the PW1100G  engine
which = built With geared turbofan technology.
The gngine Wil power the A320Nne0  aircrarft

and has been iistea py TITME Magazine as one or

the 50 best inventions of 2011. The PW1100G

engine WaS the MOSt gignificant development in

the aerospace industry during the ..
Boeings NeW 787 aircraft Dreamliner com-

menced operation '™ 2011 as wen as Boeings

modernized Vversion of the 747 747-8. Both air-
crart gre offered with a GENX gngipne in which
Volvo Aero = a program partner.

Development ©f the Rolls-Royce engine

Trent XWB for the A350 XWB  Airbus aircrart
continues as planned and several majorMilestones

were passed during " year. VOIVO Aero i

a program partner ™ the engine.

"

with engine components ' over
air=craft
aSlivered n

Earnings trend
Sales totaled SEK 6509 M compared With SEK

7708 M in the preceding yea, Operating NcOMe

was SEK 336 M compared with SEK 286 M in

the preceding year. Th€ operating margin WaS

52% 3.7.
On March 31 Volvo Aero acquired an of Fratt

Whitneys shares in Volvo Aero Norway and

thus became the companys sole shareholder.
On November 21 AB volvo announced - as

part ©f its efforts to further refine the Groups

focus on heavy commercial vehicles = that .« had

initiated a hrocess t© divest Volvo Aero.

Production and investments

n a few short years Volvo Aeros North

just

American subsid ary VACT outside Hartford

connecticut in the US has established itself as

one of the markets |eading players ™ the fiela of

fan cases for |arge 2Sramt engines. The most

recent for the GP7000

example = @ fan case
engine in the Airbus A380. The companyalready

manufactures fan cases for the Trent 900 ror

the same aircrart. similarly VACT has gigheq 2

contract for manufacturing POt of the engine

i i 787 the
options Offered with the new poeing

Rolls-Royce Trent 1000 and GEnx 1B. Volvo

Aero has also signed @ contract concerning the
manufacture

of GEnx 2B fan cases for the new

Boeing 747-8. Other include the

GE90 ror the

assignments

Boeing 777 and V2500 for the

Airbus A320.
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