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Volvo P

Volvo Penta holds world-leading positions as an engine sup- Profitability integrated offerings for dealers and customers

4 0. plier
to leisure boats but the largest potential

for growth in increased opportunities for profitable growth and leadership

coming years is expected to be found within the companys development
- these are Volvo Financial Services VFS

other business segments. According to President Bjorn cornerstones in the new strategy for 2013-2015 according

Ingemanson this is because the leisure boat industry has not recuperated to VFS President Martin Weissburg.

after the severe crisis in 2009. Five key focus areas will guide VFS to higher and measurable levels of

-Marine Leisure is still our core business but we do not expect a quick performance as a key element of the Volvo Groups success.

recovery in this market. If we are to increase our sales growth must come The direction outlined for VFS in the new strategy is more integrated

from Industrial and Marine Commercial says Bjorn Ingemanson. and aligned with Group Trucks and the other Business Area strategies

Within versatile industrial engines i.e engines used in for example mining than ever before. As a result VFS will play an increasingly important role

vehicles stone crushers cranes and forklift trucks Volvo Penta has more to in the delivery of the Volvo Groups total customer solution.

harvest on a growing market according to Bjorn Ingemanson. The strategy provides a path to operational excellence so that VFSoper--Currentlywe hold a small portion of this market but our ambition is to ates with more speed and increased productivity.
It will also guide on how

increase substantially he says.
to grow VFS offerings and market presence in the most profitable way.

The other area with considerable potential for growth is the commercial

boat segment which is not as sensitive to economic ups and downs as the

market for leisure boats. Volvo Pentas objective is to double the business

in this area by 2015. Volvo Penta is also to prepare for new markets mainly

in Asia but also in Africa and South America.
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Volvo Pentas focus areas Volvo Financial Services focus areas

Grow the Industrial Versatile Engine VE business. Strengthen customer and dealer partnerships throughout

Grow the Marine Commercial business. product lifecycle.

Leverage on growth in emerging markets. Capture profitable growth opportunities.

Build a world-class supply system.
Drive operational excellence in support of efficient

usomer-soltftion-s

Build a customer- and quality-focused company culture.

Attract develop and retain high-performing employees.

Optimize shareholder return on equity.
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A GLOBAL GROUP 2012 BUSINESS MODEL

Creating value for many stakeholders

The Group is dependent on stakeholders to develop its competitiveness in the same manner as ts

stakeholders are dependent on the Group in many respects. Accordingly the Volvo Group strives

jointly
with stakeholders to create common values in a manner that is sustainable in the long-term.
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Value by stakeholder group

SEK M 2012 2011

Purchase of goods and services 211458 214483

Salaries and remunerations 39446 37039

Social costs 9680 8652
_ ... .............

.... ....

Pension costs
- - - 4126 3471 ii 1i1

Income taxes 4097 6814
........... ... .._._._._ .____..___.

Interest
paid

to creditors 2476 2875

Dividend to shareholders 6083 6082

For further information please see note 27 to the consolidated financial statements.
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A GLOBAL GROUP 2012BUSINESS MODEL

PRODUCT OFFERING

Strong brands are important assets

By selling products with different brands the Volvo Group

can penetrate many different customer and mad et segments

in mature markets as well as growth markets.

Volvo

Group does business under sev- well as ajoint venture with Eicher Motors in India. Under the new plan Volvo and Mack willcon-eral
leading and respected brands. Over the past decade the Group has also invested tinue to service the high-end and premiumseg-Each
brand in the

portfolio
is focused heavily in developing technology platforms cus- ments. Outside of Japan UD Trucks will focus

on different industry and market seg- tomer relations a global industrial footprint
and on the value segment while UD Trucks in Japan

ments. Several brands are available globally while global distribution networks. remains in the high-end segment. Renault

some are focused on specific regions of the world. Until recently each truck brand has been Trucks will concentrate on the high-endseg-operating
relatively independently and often in ment and will stretch into the value segment.

Brand positioning project aims to unlock the same segments. By aligning brands so they Eicher which currently services the basicseg-hidden
potential

focus on different segments while also sharing ment will also stretch into the value segment.

Increasing market coverage sharing and better resources and networks the Volvo Group can With each truck brand being assigned a specific

utilizing resources and increasing market share better leverage its assets in the brand portfolio. segment and customer base Group Trucks can

- these are the aims of the new Brand Positioning -The brand positioning project is extremely increase its market share and contribute to the

Project which is a key part of the Volvo Groups important because were taking the Volvo Group overall growth of the Volvo Group. The brandposi-growth
strategy.

into a completely new phase says Peter Karlsten. tioning project
has also provided valuable input

-The brands are at the centre of the Group -We are going from a brand-by-brand strategy when the Group Trucks organization wasdesign-Trucks
organization. By aligning the brands we to having a full brand portfolio and taking a com- ing

road maps to reach their strategic objectives.

are going to increase our market coverage and pletely
different approach to the markets. -We now have a very clear view on where

be able to sell trucks to a broader customer base
we are going and how we can do things in a

says Olof Persson President and CEO of the Joint view on markets more efficient way says Olof Persson. This is a

Volvo Group. Furthermore we will be able to bet- The first step in the brand positioning project new approach and it will open up fantastic

ter utilize the strategic assets we have built over was to define market segments so that the opportunities.

time - our customer relations scale industrial entire group views the market in the sameman-footprint
distribution networks and supply chains. ner. Group Trucks has agreed on four keyseg-In

some countries we may even be able to add ments of the truck industry basic valuehigh-additional
brands from our portfolio

to an existing end and premium.

network base which will grow and strengthen the -By combining the brands and networks we

business of our dealers. open new opportunities stresses Peter Karlsten.

Since taking the strategic decision to focus on -For example currently most of our brands

commercial vehicles the Volvo Group has built a are in the high-end or premium segments while

s rong por o io o ran s inc u ing
enault ere is an emppoin thevatue segment

Trucks Mack UD Trucks and of course Volvo as this represents a great opportunity.
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TRUCK BRANDS

- full market coverage with future positioning
mY

Premium
Vocational

segment

High-end

segment
RFTAULY UD TRUCKS
1RUYS

Japan

Value
UD TRUCKS

segment

Basic _

segment

Demand for total solutions

1
-

Eicher Mack -Renault Trucks t3D Trucks Volvo

Eicher is one of the largest
For more than a century Mack Renault Trucks is one of the UD Trucks was established in The Volvo brand which has

players in the Indian commer- has been one of the largest largest European manufactur- 1935 and is one of the worlds been built up since 1928

cial-vehicle market and the manufacturers of heavy-duty ers of commercial vehicles with leading rrianufacturers of enjoys.a solid positionworld-obvious
choice in the basic and trucks in North America and its origins in the Renault auto- trucks and buses. UD Trucks wide. It is one of the worlds

value segments for customers focused on commercial vehi- mobile company that Was markets light
medium and best known and respected

with high demands on profita- cles from the start. Today founded in 1898 and in Berliet heavy-duty trucks buses brands within trucks. It isasso-bility
flexibility

and driver Mack is one of the strongest foundedin 1895. Renault and bus chassis engines ciated with the Groups core

effectiveness. heavy-duty truck brands in the Trucks are renowned for its and vehicle components. values -
quality safety and

North American market. innovative and caring approach
environmental care.

to efficiency and economy.

BRANDS IN OTHER AREAS

p

Volvo SOLG Nova Bus Prevost Volvo Penta

The Volvo brand which has SDLG is a leading brand in the Nova Bus is a leading North Prevost is a leading
North Volvo Penta is one of the

beenbuilt up over decades Chinese construction machinery American provider of sustaina- American manufacturer of
pre- strongest and. most global

enjoys a solid position world- industry especially for wheel ble transit solutions including mium touring
coaches and bus brand names in the engine

wide. It is one of the worlds loaders. The SDLG brand is sold environmentally-friendly buses shells for high-end motorhomes industry. In addition to quality

best known and respected primarily in China and other high-capacity
vehicles and and specialty conversions. safety and environment Volvo

brands within buses and con- emerging markets. integrated intelligent
Penta is associated withinnova-struction

equipment. It is asso- transportation systems.
tive and performance-oriented

ciated with the Groups core
products.

values -
quality safety and

environmental care.

23



A GLOBAL GROUP 2012 BUSINESS MODEL PRODUCT OFFERING

Efficient products

All of the Volvo Groups products have been developed to contribute

to efficient transport
and infrastruct-Lir solutions in all parts

of society.

Long-haul Regional distribution City distribution
Construction

Eicher

Trucks

All brands in the Volvo
I

K ý

ýt ý ýr L ý
a

it
Groups truck operations %ihave a unique and distinct

r_ r.
ý f

t
1

brand specific character

that attracts customers

their market segments. Mack

litThe trucks are sold and W_.1marketed under the brandsf 41 r

Eicher Mack Renault Trucks q

UDTrucks and Volvo which

all offer customers a broad.
range of products and

ser-vices
for efficient and eco-

Renault Trucks

nomic transports.

Z
. UD Trucks

Volvo

Long-haul trucks from .-

Volvo area common sight astiyýý 4

34on the roads. . t- ý - ý r- ýs-
erg

Special-purpose

vehicles

0
manufacThe Volvo Group

U

tures special-purpose vehi

cles for use by for instance
government defense

peace-keeping and relief

organizations.

. __ Votea Bu
---Prevost- Nova Bus4ýf

x
Buses

Volvo Buses product range

includes complete buses and

bus chassis for city intercity_

and coach traffic. The

com-panyhas a total offering that
.

in addition to buses includes

a global service network

effi-cient
spare parts handling

service and repair contracts

financial services and traffic

information systems.
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Expanded partnership with WWF must be more ambitious than the company would have set on Volvo will develop a new truck prototype with 2O% lower

During 2012 Volvo CE and Volvo Buses joined
the Volvo its own and must also signify that the company is leading its fuel consumption than a corresponding truck manufactured

Groups cooperation
with WWF Climate Savers. The coopera-

sector in the reduction of greenhouse gas
emissions. in 2008.

tion is based on the Volvo Groups commitment to reduce car- In autumn 2010 the Volvo Group became the worlds Prior to 2014 Volvo will offerthe commercial markettrucks

bon-dioxide emissions by 30 million tons from construction first automotive manufacturer to join Climate Savers. that operate on renewable gas.

equipment buses and trucks manufactured through 2014 In addition Volvo Buses has also committed to expand The Volvo Group will also reduce carbon-dioxide emissions

compared to a baseline of 2008. The Volvo Groups company the number of field tests with plug-in hybrid
buses during the from its production plants by 0.2 million tons 12% before

SDLG. becomes the first-ever Chinese company to be a mem- commitment period. The plug-in technology has excellent
2014com-ber

of Climate Savers.
fuel-savings potential for city buses. During the development

p tv 44
pared

Climate Savers involves multinational companies
in the of fuel-saving technology Volvo Construction Equipment

will doC ahryl
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2008.
Deferisores

battle to reduce carbon-dioxide emissions. The results will be prepare
a new prototype with additionally improved fuel per- l o

reviewed by independent technical experts.
The agreed target

formance compared with existing
models.

The agreement between Volvo and W WF also states that WWF Climate $av

Compact Heavy
Road machinery

construction equipment construction equipment

Construction equipment s
r n

ý sý eas C t rý

Volvo Construction

Equip-ment
develops manufactures

and markets equipment for

construction and related

industries under the brands ýA.r.
a aýF t.. ý

Volvo and SDLG. Its products
Wheel loaders Crawler excavators Articulated haulers Motor graders

are leaders in many world

markets and include a

com-prehensiverange of wheel

loaders hydraulic
wheeled

and crawler excavators
ý i

ý
ýý k

Val
r i

Al

779
ý a....

articulated haulers road

machinery and a wide range

of compact equipment. _ý
.

Backhoe loaders Wheeled excavators Wheel loaders Compaction equipment

L-W

Crawler excavators Crawler excavators from Lingong Lingong
wheel loaders Pavers

All over the world Volvo CE

is a leading provider when

customers want to buy super

for construction equipment.

sr

Skidsteer loaders
Asphalt milling machines

Marine engines
Industrial engines

Engines for boats and t
Financial services

industrial applications
Financial solutions such as customer financing and leasing

Volvo Penta manufactures

engines and drive systems

dealer financing and other fee-based products
such as

insurance contribute to the Volvo Group total solution

for both leisure boats andf-commercial
craft with an

offering by creating customer value such as convenience

r ý 4a r a speed and peace of mind. Providing attractive

engine range
of 10 to 900 hp bmrsand-o

an as a g o a service ne -

work of approximately 4000
support services is essential

dealers. Volvo Penta also
j to meeting todays high

casfomer demands and to

supplies industrial engines
attracting and retaining

ranging from 75 kW to
S

f
Volvo Group custom

640 kW for container hand

ling mining equipment and ý -ý

other industrial applications.
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A GLOBAL GROUP 2012 BUSINESS MODEL D PRODUCT OFFERING

Environmentally enhanced products

T
It is critical for the TEý eIvci Groups fature success to continue to be innovative and develop

technologies which can he converted into financially viable products
and services_

Climate

change is one of the greatest The Volvo Group estimates the fuel-saving 39% makes this bus a commercially viable option.

challenges faced by mankind. potential for a standard truck will be 15% in In 2011 Volvo Trucks commenced sales of

Research shows that transport is 2020 compared with fuel consumption in 2005. hybrid trucks under the name Volvo FE Hybrid to

responsible for approximately 13% New technology can lead to even more signifi-
customers in selected European markets. With a

of the total greenhouse gas
emissions caused by cant savings. For instance the use of a hybrid plug-in

solution the fuel saving potential of a Volvo

humans. As one of the worlds largest manufac- driveline may improve fuel savings by up to 39% FE Hybrid is up to 30% in refuse applications.
In

turers of commercial vehicles the Volvo Group in certain bus operations.
distribution applications

the saving is 15-20%.

works to reduce CO2 emissions from the use of

Renewable and alternative fuels

its products.
Carbon dioxide neutral vehicles are powered by

Three areas of focus
fuel produced from renewable raw materials

Three areas of focus

The Groups product development is affected by

such as biomass. Reducing dependency on fossil

Energy-efficient fuels such as oil coal and natural gas byincreas-thecost of access to and availability of fuel as

drivelines ing the use of renewable fuels makes business

well as legislation in the environmental area.

and environmental sense. The Volvo Groups

Therefore the Volvo Group focuses its research

Hybrid and
research on renewable fuels is mainly focused

and development on the development of ener

r ivelines on Methane Diesel and DME dimethyl ether.d
gy-efficient drivelines hybrid and electric drive- electric

lines and vehicles that can be operated on

renewable fuels.

ofa Viable Joint DME project

The Volvo Group also participates in public fuels DME is a potential
alternative to fossil fuel it is

energy-efficient and has a proven
lowerenviron-and

private partnerships to develop sustainable

mental impact. Estimates show that by replacing

and efficient transport systems such as Bus
conventional diesel with Bio-DME carbon dioxide

Rapid Transport System BRT and Intelligent Hybrid and electric drivelines

Transport Solutions ITS. Hybrid technology is one of the most promising
emissions will be cut by 95%.

and competitive technologies for commercial The BioDME project is a joint
venture with

Energy-efficient drivelines vehicles because of its potential
for saving fuel among others the EU and the Swedish Energy

The Groups products
have the largest impact on hybrid technology means lower operating costs Agency. The aim is to involve the entire chain

the environment in the usage phase. Therefore for customers while at the same time significantly
from production of DME from biomass

distribu-tion
to DME used as vehicle fuel.

the Group has a life-cycle perspective
and con- reducing environmental impact.

st er e environmen a ýmpac rom e pro e mos appropna e vehicles or yýrfi

ucts from them being developed all the way to drivelines are those operating in continuous Combining methane and diesel

-
sed.. ouf and Vie ced-Si ee tea o co i sores suchs etq buse-arid--The--benefit

ofý-methane-diesel technologys--approximately90% of the environmental impact refuse or distribution trucks.
that methane fuel is already available as a fuel

results from the use of the products the Groups The Volvo Groups I-SAM concept consists of an for vehicles. Volvo FM and Volvo FL/FE are

main focus is on reducing fuel consumption CO2 electric motor and a diesel engine working in par-
available in methane diesel versions. The trucks

emissions and other emissions to the air. The allel whereby each of them can be used where are powered by up to 75% gas and therefore

basic principle
is that each new product shall they are most effective. Production of the Volvo the CO2-emissions

are reduced. Volvo Trucks is

have less impact on the environment than the Hybrid city
bus and the Volvo Hybrid double-decker the first manufacturer in Europe that sells

product it replaces.
started in 2010. Significant

fuel savings of up to gas-powered trucks for long-haul operations.
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5% Maintenance

30% Exhaust emissionsW
including CO2 from A5% Recycling

fuel use

12% Producing

the truck

93l0

Driving the truck

ýe

L

y

58% Fuel

4 Resource use of crude oil4a and fuel production

Life Cycle Assessment

Each new product
from the Volvo Group should have less environmental

-1
t _ w impact than the product it replaces. The Group uses Life Cycle Analysis

-4Z LCA to map a products environmental impact in order to makewelt-.ý.
informed decisions in the development process.

Findings
from analyses indicate approximately

90% of theenvironmen-K3tal impact results from the use of the products. The Groups main focus

is therefore on reducing
the environmental impact of products in use.
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The Euro 6 legislation which will come into earns 2014 greenhouse gas certification

effect in the EU in 2014 entails that emissions The US Environmental Protection Agency and

of NOx Nitrogen Oxides and PM Particulate National Highway Traffic Safety Administration

Matter will be reduced by 97% compared to a have certified all Volvo Group truck models in

truck from the early 1990s. During 2012 the the US both Mack and Volvo branded inaccord-Volvo
Group launched an engine that will comply ance with 2014 fuel efficiency and greenhouse

with Euro 6. gas regulations.
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A GLOBAL GROUP 2012 BUSINESS MODEL

WORLD-CLASS SERVICES
Distribution of net sales 2012

Strengthen customer relationships
Pods

hard

Marry custom ers want log -term cooperation around total so.batiolls Sales of soft products

k
ý

services and aftermarket

t o execute their work as 21 cientl as r
ossible with I2 aximum

products 27% 26

protiabi V and reliability.

AL .W hen customers choose a sup- industries. The reliability and productivity
of the Since a large part of the offering

within the

plier
of vehicles or machinery products are important and in many cases crucial aftermarket business is requested as long as

the offering
of supplementary to the customers success and profitability.

A products are being used they contribute tobal-services
combined with excel- competent and professional dealer and service ancing the fluctuations in the business cycle for

lent products is a crucial factor.
network which makes sure that customers vehi- the Group. By strengthening the aftermarket

Customer surveys show that the Volvo Groups cles and machines can be used to the maximum offering profitability
and revenue sustainability

companies get high ratings in terms of service and are free from unwanted stoppages is of vital can improve for the Group throughout thebusi-and
spare parts availability

in most markets. As importance for the Volvo Group and assists in ness cycle.

important as getting the customers vehicles and strengthening the Groups various brands. The strategy to increase sales of services and

machines back in operation quickly is the way The goal is that Volvo Group companies shall aftermarket products is an important
element in

customers are treated. This does not apply to be regarded as number one in customer satis- the Volvo Groups effort to achieve targets for

just a specific workshop instead customers faction in terms of both products and services. profitability
and growth both in mature markets

must be able to count on receiving the same The Volvo Group shall also be number one when and in the Groups new markets. During 2012 the

first-class service wherever they are.
the dealers customers assess customer satis- services and aftermarket products business soft

products represented approximately 27% of net

The Volvo Group offers such services as finan- faction.

cing and insurance various forms of service agree-

sales in the Industrial Operations compared to

26% in 2011. The extended product offering

ments accessories and spare parts.
The Volvo Growing aftermarket business

Groups increasingly broad range of these services In addition to vehicles and machines the Volvo such as used vehicles and machines trailers and

and aftermarket products is of ever-increasing Groups offering includes various types of finan- superstructures and special vehicles wereprevi-importance
to the Groups competitiveness. cing solutions insurance rental services spare ously defined as soft products. As of January 1

parts preventive
maintenance service agree- 2012 these are instead defined as hard products.

Develop and increase interface ments assistance services and IT services. The

with customers range
and flexibility

of the offering means that the

The majority of Volvo Groups customers are com- solutions can be customized for each customer.

panies within the transportation or construction

y

ýli

of

ýýr
a

ý ý tfir
cý
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Training and advice Fuel costs represent between 25% and 35% of total haulage firm costs.

to save even more fuel
At the same time the hauliers profit margins are often very small which

means that all savings make an important difference. In order to succeed

in cutting the haulage firms overall fuel consumption the part played by

the drivers is vital. Driver training courses in eco-driving have proventhem-selves
to be effective but without professional follow-up the results are

often short-term. That is why the Volvo Groups various businesses offer

extensive services in this area. Some of them are described below.

In addition to pro ducts at the forefront in terms of fuel

efficiency the Vjo vo Group also offers training and
Volvo Trucks Fuel Advice

advice that can contribute to further fuel savings. Volvo Trucks new Fuel Advice is a personal fuel advisor whose aim is to help

hauliers cut their fuel costs while at the same time maintaining these

improvements in the long-term perspective. The results are long-term with

savings as high as 5%.

Volvo Fuel Advice
Fuel Advice consist of three modules

1 Fuel Coaching. The fuel advisors
register

and analyze each driversindi-
V

vidualdriving techniques. The advisors provide practical tips on how fuel

consumption can be reduced as well as help with planning and with

ý Y
tl

ý structuring the necessary follow-up.

2 Fuel Management Toolbox. A web-based toolbox with tools that provide

inspiration guidance and practical information about the best andsim-plest
ways of working with fuel

savings.

r e ýý rýý 3 Fuel Management Support. The customers interface for contacts with

his or her individual fuel advisor who is there to answer questions and

offer advice.

Fuel Advice is primarly targeted to small and medium sized companies and

complements Volvo Trucks existing Fuel Management Service which ispri-marily
designed for larger haulage firms.

1.ý
r

.ýd.usiiýals

ý
i A

bý ýyý... -t. s-tý
ý

t.ýJ ý t ý _ r

-ý
t

Renault Trucks Optifuel

Renault Trucks offers customers the
possibility

for further increasing the

r

Y

savings through its Optifuel solutions which is an offer consisting of both

products and services. It consists of
Optifuel Technology including theauto-matic

gearbox Optidriver Optifuel Infomax a tool for measuring andanalyz-ing
fuel consumption that is very precise and Optifuel Training which trains

yxga s f
ý f Rg

az
drivers in economical driving.

k gts4-r

Eco Operator from Volvo CE
r s .

.. ts....._ý EcoO erator is a training program from Volvo Construction Equipment that

gives operators the practical and-theoretical knowledge they need to become

.. ... r mc. . _ý..._ safer more efficient and extra environmentally conscious while operating

equipment. No matter how fuel efficient a piece of equipment is the operator

-_-has_a-significant-effect-on_fuel consumption and productivityy---------------
k-The program teaches correct machine operation and maneuvering as well

as-kip plan vork in ..thesmartest_most.. cier-waýr_. By_.f lit wing the P

techniques operators can help save money on fuel increase overall productiv

y
ity reduce maintenance expenses and reduce the impact on the environment.

Efficient driving with Volvo Buses

Volvo Buses also offers courses in efficient driving to help drivers save fuel_ and provide passengers with a pleasant ride. Together with Volvo Buses new

web-based tool - Volvo Bus Telematics - that gives bus operators better

control over their vehicles fuel consumption and allows them to tailormain-tenance
to meet individual needs these measures can deliver fuel savings of

about 10%. The hardware is fitted as standard in Volvos
hybrid

bus.
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A GLOBAL GROUP 2012 BUSINESS MODEL

A HIGH-PERFORMING ORGANIZATION
Geographic distribution of employees

Committed employees Europe 54%

North America 17%

South America 6%

Asia 20%

The t6Iv o Groups vision is to become the world leader in sustainable
Asher

ountries 3%

transport solutions. A deciding factor in fulfilling this vision is our

employees and their knowledge and skills.

ncreased global presence new products
research institutes in areas of special interest. jointly

with research institutes and is based on

new technologies demographic changes The program
aims to provide the Group with a global research. It is also designed to support

j

and more rapid fluctuations in the global picture of important collaborative partners and to the Volvo Groups culture and values as well as

r. - 4
economy will lead to challenges in the increase the Groups visibility

to students and the strategic objectives.

supply of expertise and resources researchers. The cooperation with universities is

also important for creating relationships with Diversity enhances innovation

Attracting and retaining competence students and potential employees to secure To create the dynamics required to succeed at a

The Volvo Groups ambition is to offer interesting access to future competence. The Volvo Group global level the Volvo Group needs to recruit and

opportunities and a unique company culture that has eight talent partners
in APP globally EM retain a broad spectrum of employees withdiffer-help

us attract and retain the best people whoever Lyon and INSA Lyon in France Tsinghua Univer- ent backgrounds experience and perspectives.
In

they are and wherever we do business. sity
and Tongji University in China Chalmers the Volvo Group diversity

is considered to be a

Without engaged employees who are willing University of Technology and the School of catalyst
for innovation and a source ofcompeti-to

take an active part in the Groups development Business Economics and Law at the University tiveness and profitability. By expanding theknowl-and
future the Volvo Group will not succeed in of Gothenburg Sweden and North Carolina edge base skills and understanding the Group

pursuing its strategies.
It is therefore important State University and Pennsylvania State Univer- becomes more responsive to customer needs and

it strengthens the Groups market position.Diver-thatwe attract the right expertise and competent sity
in the U.S.

engineers to continue the development of envi-
sity

and inclusion have long been prioritized

ronmentally enhanced products. The Volvo Group Competence development
within the Volvo Group.

regularly maps the strategic competence needs Investing in the Groups employees is afunda-and
annually aggregate findings on a Group level mental part of staying competitive sustainable Employee engagement

to identify
the most important future needs. and profitable.

The Volvo Groups training pro- In 2011 an Employee Engagement
Index was

The Volvo Groups Code of Conduct prescribes grams are offered at all levels for employees and added to the Volvo Group Attitude Survey VGAS.

the minimum standard our emplyees can expect the activities range from traditional and e-based By including engagement there is a clearercon-from
their employer but also their own responsi- training to individual coaching and mentoring. nection to the Groups wanted position culture and

bilities. All employees are offered education on Individual competence development is based business success. The results from VGAS is

the policys principles.
on a personal business plan which provides sup- benchmarked against an international database

port for translating corporate strategic objectives
with data gathered from over 14 million employees

Academic Partner Program
into individual objectives and contribution. The representing over 80 countries. In the 2012 VGAS

The number of people in Europe graduating with purpose is to ensure that employees clearly the Volvo Group reached an EmployeeEngage-de
pre-es

in ma ema ICS scieWCe and-ec-tinorogy-ucterstanTthelrTote-r-theteaTr
aRd-what ý ndex-of 7f%iwhrch-wat-the-s re4eveFas-is

declining and this trend may have an effect on expected of them.
the year before. This means that the Volvo Group is

ý_ýr_. ___orfe ofthe-to -25%v-compantes e-respnse-rate----corripetruenessof 1vrape TYie
__. __ __ý__--theto e llnlv6

in VGAS was 92%. In 2012 a measurement on the

Group is involved in a comprehensive series of Developing talents

cooperative ventures with research bodies and Every manager is responsible for assessing and organizations status was also included PEI -Per-academic
institutions to advance the technolo- developing talent in the organization.

The Leader- formance Excellence Index which measures if the

gies needed for future product development. ship Pipeline provides the Group with a structured company has the right prerequisites
to perform and

One example is the Academic Partner Program approach to developing and preparing present deliver but also factors such as cooperation clear

APP which is a systematic approach for long- leaders as well as potential
leaders for future roles. targets customer service as well as quality and

term cooperation with selected universities and The Leadership Pipeline has been set up efficiency. PEI ended up at 74% which is good but

below the level of the top 25% companies.
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The Volvo Groups company culture

- The Volvo Way
The Volvo Group views its corporate

culture as a unique asset since it is

difficult for competitors to copy. By

applying and strengthening theexper-tiseand culture we have built up over

the years we can achieve our vision.

The Volvo Way shows what we

stand for and aspire to be in the future.

It lays
the foundation for developing

the Volvo Group into the worldslead-.ý.
ing provider

of commercial transport17

.
solutions. It is a recipe

for success in

which we strongly
believe. It expresses$ the culture behaviors and values

shared across the Volvo Group.

The Volvo Way is based on thecon-viction
that every individual has the

ty capability and the determination to

improve our business operations and

the desire to develop professionally.

The Volvo Way is the lively dialogue

between leaders within teams and

among colleagues around the world.

This is the way we conduct business

and deliver results. This is how we

partner
with. customers and suppliers

flow we work and change and how we

build the future together.

roe

2012 2011

Key figures
98.7177 98162

Number of permanent employees at yearend.
_.c__

Number of temporary employees and consultants 16548
4

19767 5

-18

Share of women o
ý f3

Share of women Board Members % 14

Share of women Presidents and other senior executives la
19 17
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A GLOBAL GROUP 2012 BUSINESS MODEL

INDUSTRIAL STRUCTURE

Global industrial structure

The Volvo Group has an established Employees worldwide 2012

and strong position in Europe North
Y

d

Anrieiica and South America.

Through the acquisitions
of UDThro

Trucks and Lingong and the

ca

North America

ugh

th
w

it
h

in

trucks Banc buses 5 ith

A

India-based Eicher Motors the posi- 92.

16.569 empl eestion has been strengthened in rrzi

17%

markets in Asia. Through its

acquisi-tions
the \ohro Group has also

estab-lished
a global industrial structure

with rr inuf actu ring as well as sales

and distribution channels on

all continents.

R

Share of employees

.Americ

6R

5.972 emglofees

North America
South America

Major production facilities
--- _r

Eicher

Mack
Macungie US Las Tejerias VECI-----0Renault-Trucks

UD Trucks
Curitiba BR

- ý-..._ .ý.__----- - --. - -

--Hagerstown US Curitiba BR
c7 Engines and transmissions ur

Mexico City MX Shippensburg US Pederneiras BR
Construction Equipment

St Claire St Eustache CA Curitiba BR
Buses Mexico City MX Plattsburgh US---LmlVolvo Penta

Lexington US

Ownership 50%
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_4 IEurope
.

53434 employees if

Asia

0%
20222 employees

yy
J

Other markets

1

0/0

1\\ a515 employees

6 yc

Europe
Asia

Rest of the world

Pithampur IN
Brisbane AU

invrt e BQSutgen sre e-ralmoýc es Venissieux FR Kaluga RU

Ageo JP Hangzhou CN JohannesburggýZA

RamatIIrE.INT..BýngkokIH---
.ZAr-Ell

Ge4 -t81 ýr 3 k tý - e s

K6ping Skovde SE Venissieux FR Ageo Kounosu Hanyu JP

Arvika Braas Eskilstuna Hallsberg SE Konz-Konen Changwon KR Shanghai Linyi CN
Hamein DE Belley FR Wroclaw PL Bangalore IN

Boras Saffle Uddevalla SE Wroclaw PL Bangalore IN Shanghai CN

Goteborg Vara SE Shanghai CN
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PRODUCTION

With the environment in focus

The environmental effort is and has long been one of the cornerstones of the Groups

efforts. The common environmental policy is one of the most important door n-ie.nts for

governance.
The policy is based on the Groups en ironmental management system

strategies
and targets reviews and measures.

tars he Volvo Group conducts manufac- Fx
.

turfing
in 18 countries around the

important
tIlkool is Volvonglobe. A

Li Production System VPS which

includes methods for streamlining the operation

and minimizing productivity
losses. VPS includes

f2

tools for documenting work-related risks indicators
_

ýý
Z_

for measuring health and safety and methods for

ergonomic workplaces. Today 17 of the Groups 4
production facilities are certified according to the

international standard for occupational healthand0130-safetyOHSAS 18001. Environmental issues are

also partly managed in VPS. At the end of 2012 4f
97% of employees in production worked in units

r
acertified according to environmental and quality

ment systems primarily
ISO 14001 and

manage

ISO 9001. At each production unit there are

envi-ronmental
coordinators safety delegates and qual-

BOA
An important tool in production

is Volvo Prcductie System FS ihich include

ity coordinators. Indicators are used to measure methods for streamlining the operation
and minimizing productivity losses.

and monitor work in environment health and safety.

The Groups environmental goals are used to

govern develop and monitor the environmental In 2012 there were 15 licensable facilities in and SEP is a certification program in the US for

work. Focusing on energy-saving measures is Sweden. All have the necessary environmental the development of continuous improvements in

good for the environment and for the Groups permits and no permit must be renewed in 2013. energy efficiency.
The NRV plant wasSEP-certi-financial

results. A couple of years ago when An inventory of any contaminated land among fied at platinum level - the highest possible
- for

the Volvo Group launched the worlds first car- the Groups properties is conducted annually. implementing more than 15% energyimprove-bon-neutral
plant the primary reason was to During 2012 post-remediation work was con- ments over a three-year period.

To achieve ISO

reduce the environmental load but it soon ducted on one case of contaminated land 50001 and SEP standards entail a milestone for

became clear that it was also a good financial among the Volvo Groups properties in Sweden. NRV on the way to becoming a carbon-dioxide

roves men w is wi genera e consi era e unng 6 one major environmen a mci en neu ra pan

cost savings in the long-term.
occurred in Eskilstuna Sweden. A leakage of oil Jointly with 32 other major companies NRV is

_.

-antiT afin in fffe DOEs Befter Buttdings/Better-ý__.
_ Aý11-prodýictsor facfitres-must compfiy wrtfi was rscove-ýeý-rn-ýýme for t to

common minimum requirements in terms of before it reached a nearby stream. No environ- Plants improvement program. The commitment

chemicals energy consumption emissions to air mental disputes are in progress.
includes reducing energy intensity

within aten-and
water waste management environmental year period by 25% per unit and Volvo achieved

organization and improvement work. Since The New River Valley plant is the first in the programs target within one year instead of ten.

1989 environmental audits have been con- the US with two high energy certifications Some of the solutions that helped to reduce NRVs

ducted to ensure compliance with the environ- The plant in New River Valley NRV which is the energy consumption were technical for example

mental policy and during acquisitions compa- largest for Volvo Trucks was certified according automation system heating with solar energy and

nies and properties are reviewed with respect to to ISO 50001 and SEP Superior Energy Perfor- infrared heat and many of the ideas werecontrib-environmental
aspects and risks. mance. ISO 50001 is an international standard uted by employees.
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RESPONSIBLE SOURCING

Continuously increasing demands

Responsible sourcing is about managing risk promoting responsible behaviour and building

long-term relationships with suppliers to improve social environmental and business ethics

in the supely chain.

5

nsuring good standards in thesup-plychain is important to the Volvo

Group and its stakeholders. The

Group wants to ensure thatunethi-cal
values are not built into the Groups products

and services. Since 1996 the Volvo Group has ý-

gradually increased requirements for suppliers
A C

regarding environmental business ethics and

social responsibility aspects. The requirements

placed on suppliers are based on the principles a..

contained in the Volvo Groups Code of Conduct

and international norms of behaviour.

Sourcing and risk assessments

In 2012 more than 36000 suppliers delivered

products and services to the Volvo Group.

Approx-imately6000 are suppliers
of direct material

used in automotive products. 8% of these
suppli-The Volvo Group has a process for the evaluation of its suppliers

based on thepmn-ers
are located in countries assessed ashigh risk

ciples in the Volvo Group Code of Conduct

identified in the Volvo Groups risk model. The risk

assessments are based on analyses conducted

by internationally recognized institutions and Of the suppliers in high-risk countries from a

include factors such as human rights labour CSR perspecitve
64% completed the test. In

standards and incidence of corruption.
terms of volume the share was 84%. Of the

sup-pliersin high -risk countries that completed the

Results from the assessments in 2012 assessment 74% passed.

In 2012 66% 60 of Volvo Group purchasing In 2013 the Group will continue to focus on

of the tiiýýiati_Cý direct tlýýie2Itýl

spend for direct material derived from suppliers assessing suppliers in identified high- and
of

i3

of that during 2010 to 2012 had completed a medium risk countries from a CSR perspective measured. in cost carne from

e assessmert esed-6n ttre Votv6 Or6aps
-and-towork-withe onaPpTOVed srrpptierst

Sup rs that ýý-e. --under_tie

CSR requirements CSR - Corporate Social ensure that the Groups requirements are met
evaluaio t during 201 to 2012.

espo-rtstbitity-T_

Of the 66% of the suppliers that completed

the self-assessment 80% passed. Almost

exclusively the main reason for failing to comply

with the assessment is a lack of adequatesys-tems
to pass on the requirements to theirsuppli-ers

which is one of the requirements.
The rest

failed beacuse of a lack of other processes to

comply with the requirements. Suppliers that do

not pass are asked to draw up an action plan.
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A GLOBAL GROUP 2012 GROUP PERFORMANCE
6 ý m 4cs

f7 ol

DEVELOPMENT BY CONTINENT
R

Europe - the largest market

During 2012 the European market accounted for SEK 112 billion corresponding to 37% of

Group net sales. Europe is the historical home market where the Group has a considerable

exports.eindustrial structure with a relatively large share of its manufacturing and sizeabl

Weak markets New organization for truck business The plant in Kaluga situated about 200kilo-In
2012 the heavy-duty truck market in Europe in Europe

meters south of Moscow was inaugurated in

28 EUs 27 member states minus Bulgaria plus On January 1 2013 the Volvo Group introduced a 2009 and currently supplies Russia andsur-Norwayand Switzerland decreased by 9% to new organization for its sales and marketing of rounding countries with trucks under the Volvo

221000 trucks compared to 242200 in the trucks in Europe the Middle East and Africa and Renault Trucks brands. The total annual

preceding year.
The markets in Southern Europe EMEA. The reorganization aims to capitalize capacity of the facility is 15000 trucks. Volvo

weakened further during the year and the more effectively on opportunities for the Groups sold 6973 heavy-duty trucks in Russia and

weaker market conditions spread to large parts brands and products. At the same time an optimi- Renault Trucks sold 1777 trucks.

of Europe. Demand held up better in Germany zation of the dealer and service networks inEast-Scandinavia
and the UK. The Russian market ern and Central Europe is carried out with the aim New Volvo engine for Euro 6

was strong for most of the
year.

In 2013 the to considerably increase the service availability
In July Volvo presented an engine tailored for

market in Europe 29 is expected to amount to primarily for Renault Trucks. The number of service the tough Euro 6 environmental standards.

about 230000 heavy-duty trucks. points is expected to increase by 30-40% for Nitrogen oxide emissions will drop by 77% and

The Groups truck business had somewhat Renault Trucks and by 10% for Volvo. particulate emissions will be halved. The first

lower market shares during 2012 compared The new organization is a stage in the imple- engine is Volvos D13 460 hp engine which

with the previous year.
Part of the reason is the mentation of the new strategy for the Volvo today powers more than one-third of all Volvo

weak market development in Southern Europe Groups truck operation which is a key compo- trucks.

where Renault Trucks has a traditionally strong nent of efforts to improve the Volvo Groups

position.
A shift in market mix with a relatively operating margin by three percentage points.

New Volvo FH truck

stronger demand in Germany where the Volvo -By making smarter use of existing networks The new generation of Volvo FH was presented

Groups position is relatively weak also impacted we can capitalize
more effectively on our various to the public in early September through parallel

the development negatively. In Europe 29 the brands and products in the truck operation while launches in some of our most important markets

Groups combined market share amounted to improving our service to customers says Peter in Europe. It was also displayed at theautomo-25.7%
26.3 in heavy-duty trucks. Karlsten Executive Vice President of Group tive fair in Hannover where it got very positive

The construction equipment market continued Trucks Sales Marketing EMEA. reviews. The advanced technology of the new

to grow during the first half of 2012 however with Volvo FH will create a new platform forstrength-a
gradually weakening growth rate. During the Volvo Buses consolidates manufacture ening Volvos competitiveness. Production will

second half of the year demand weakened signifi-
of complete buses in Europe start during the spring of 2013.

cantly. Measured in number of units the total in October Volvo Buses announced its plans to The truck contains ten top news that all will

a-Ietcre-creased-by4%-hz-Earop-eamnarket corrcentrat aropean-prortoctrorrof-c6m- corrtrtbute to-increasing -s-Comer- mfitab-4ity

for construction equipment is expected to decline plete buses in the companys main plant in On the next spread you can read more about the

-1-50/vtfurin 2013 --Wroclaw Potafid.- ie--consolidatiar--is-dory --tew- oleo -
_
- -

Also in 2012 the European bus market was address a structural overcapacity in Europe.

characterized by weak demand fierce competition Production at the Volvo Buses plant in Saffle

and considerable
price pressure in tenders. Volvo Sweden is planned to end at June 2013.

Buses strengthened its market share to 13%.

Demand for marine engines was negatively Volvo Group invests in Russia

impacted by the continued uncertainty regarding The Volvo Group invests SEK 783 M in a new

the economic development not least in the pre- facility
for the production of cabs at the

plant
in

viously strong boat markets in Southern Europe. the Russian city of Kaluga. The facility which is

The slower economic activity
and the financial expected to become operational in 2014 will

turmoil had a negative impact also on the market manufacture cabs for the Volvo and Renault

for industrial engines. Trucks brands with a total annual capacity of

15000 cabs.
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A GLOBAL GROUP 2012 D GROUP PERFORMANCE

DEVELOPMENT BY CONTINENT 5 .

Continued growth in North America

North America is the Groups second largest market andr
its overall development continued to be positive

in 2 312.

Growing truck market Volvo Trucks dealers in the US have in recent UD Trucks ends production for U.S. Market

In 2012 the total market for heavy-duty trucks years made substantial investments in their ser- Due to a combination of factors including the

in North America increased by 15% to 249600 vice networks. In the Southeastern parts of the continued shrinking of the cab-over-engine

trucks compared to 216100 in the previous country service capacity has increased by some market segment and the accelerating cost of

year. Demand was strong mainly during the first 20% since January 2010. In Texas service regulatory compliance a strategic decision was

half of the year driven primarily by the need to capacity has increased by 32%. In the West made to end production of UD trucks for the

replace the industrys aging highway tractor investments have led to a capacity increase of U.S. market. UD Trucks delivered 472 trucks in

population. During the second half demand almost 15%. North America in 2012.

weakened as many trucking companies post- On the weak North American market for

poned their investment decisions as a conse- coaches Prevost defended its position as the Volvo Group strengthens its range of

quence of continued uncertainty about the eco- second largest brand in the US and Canada with trucks powered by natural gas

nomic development weak employment growth a market share of 30% 34. Nova Bus is the Under the Mack brand the range of truckspow-and
the outcome of the federal budget negotia- third largest supplier of city buses in North ered by natural gas will be expanded by a further

tions. For 2013 the market is expected to be at America with a market share of 14% 15 and two models during 2013 Mack Pinnacle and

about the 2012 level of 250000 heavy-duty with considerable potential
for continued growth. Mack Granite. The Mack TerraPro model is

trucks.
already available to customers in the waste

Growth continued on the market for construc- Success for I-Shift and mDRIVE mangement segment. All models will be offered

tion equipment during 2012. In total the market Asa result of the strong demand for the Groups with engines powered by either liquid
natural

measured in number of machines rose by 23% automated mechanical transmissions produc- gas LNG or compressed natural gas CNG.

compared to 2011 which also was ayear of growth tion of the Volvo I-Shift and Mack mDRIVE gear- The Volvo Group also plans to launch aproprie-following
a number of weak

years.
For 2013 boxes started at the U.S. engine plant in 2012. tarily developed 13-liter engine for liquid natural

growth in the North American market is expected Volvo Trucks introduced its I-Shift transmission gas LNG under the Volvo brand in the North

to be in the range of minus 5% to
plus

5%. on the North American market in 2007. During American market in 2014.

The North American market for city buses 2012 59% 45 of trucks with Volvo engines in

continued to be weak due to the budget restric- North America were equipped with I-Shift. Since Full lineup of trucks earns 2014green-tions
in effect in many cities. Recovery in the I-Shift is only available together with Volvo house gas certification

coach market was slow. engines this also helps promote sales of the The US Environmental Protection Agency and

companys own engines. I-Shift incorporates a National Highway Traffic Safety Administration

Success thanks to good products and host of fuel-saving and productivity-enhancing
have certified all Volvo Group truck models in

s rong ne -w -ork features-into-a-reltatsle and lightweight-design. the-b moth ilac4-arid-Valve-bfanded in-accofd -

During 2012 the Volvo Group maintained its mDRIVE was introduced in Mack products in ance with 2014 fuel efficiency
and greenhouse-_--eFin1ffoTti7Amer-la-The-corfiibinedý-2t710atad-atready-durrngm201-27-itwasinstafled-in __-gas-regu .dons---- -- .- -.___

market share in the heavy-duty segment was 27% of all Mack highway trucks. -The Volvo Group is committed to leading

18.3% 18.2 on the back of a competitive cus-
the way in fuel efficiency and to reducing the

tomer offering of trucks equipped with engines Volvo CE expands in Shippensburg emissions from our operations and products.

and gearboxes that provide considerable fuel Over the next couple of years Volvo Construction This shows that the Group is at the forefront of

savings improved drivability less wear and Equipment Volvo CE invests USD 100 M in its technology development and that thedevelop-improved
safety.

The new drivelines have meant Shippensburg Pennsylvania USA manufacturing ment benefits the entire Group and our brands

that an increasing number of customers opt for facility.
In the long term the plant will be able to said Dennis Slagle Executive Vice President

Volvo Group engines. During 2012 79% 79 of produce 70% of the machines sold in the North Group Trucks Sales Marketing Americas.

Volvo trucks built in North America were American market. Groundbreaking for the new

equipped with Volvo engines. The vast majority facility was in May of 2012.

of Mack trucks are equipped with the Groups

Mack engines.
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In 2012 the heavy-duty

truck market increased
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During 2013 Mack will strengthen its

lineup of trucks that run on natural gas.
k

E ý a

On the photo is the Mack Granite.

During the year all of the Volvo Groups truck models

under the brands Volvo and Mack were certified

according to the emission regulations coming into ý si

effect in 2014. On the photo is Volvo VNL780. -1 xýrtf x4aý fct
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A GLOBAL GROUP 2012 GROUP PERFORMANCE

DEVELOPMENT BY CONTINENT Jý
Strengthened market position in Brazil

After a very strong growth in 2011 the South American market

weakened during 2012 chiefly as an effect of a slowdown in the

Brazilian e.conorn-v Despite the slog down the Volvo Group had

its second best year to date in terns of thick deliveries.

Volvo strong on a weaker truck market Increased market shares in If

The South American market for heavy-duty heavy-duty trucks in Brazil f

trucks decreased to approximately 146000 Volvo reaped success in the Brazilian market not

trucks in 2012 compared to 148000 the year least with its new Euro 5 trucks. In the segment

before. Brazil is the largest market by far in for trucks above 16 tons in Brazil the market

South America and accounted for approximately share increased to 18.2% compared with 17.1%

60% of the total market in the region. In 2012 in 2011 and Volvo strengthened its position as

the Brazilian market decreased by 22% from market leader. Volvo has gained market share

111500 trucks to 87400 impacted by the gen- continuously in recent years. In 2010 the market
3t

eral slowdown in the Brazilian economy during share was 14.8% and in 2009 it was 13.3%.ý. Y
Ft

the first nine months of 2012 and the transition Within the segment for new Euro 5 trucks Volvo t

from Euro 3 emissions regulations to Euro 5. was the leader with 23.3% of the Brazilian mar-ýý
During the fourth quarter demand picked up.

ket. The Volvo Group is the market leader in

Lower financing rates for truck purchases com heavy-duty trucks also in Peru with the Volvos- _
f

Y ýi

Aoki

biped with good customer profitability and the brand and in Venezuela with the Mack brand.

lký

positive outlook for economic recovery in 2013

significantly improved demand. The total Brazil- Volvo Buses leading in Bus Rapid Transit

ian market for heavy-duty trucks is expected to Volvo Buses is the worlds leading manufacturer IIC
f

ITT

increase and reach a level of about 105000 of high capacity buses and Bus Rapid Transit

trucks in 2013. BRT systems. During the year deliveries started

The construction equipment market contin- for the contract of 688 bus chassis to Colombias

ued to grow during 2012 although the growth capital Bogota which was signed towards the end
e_

F

rate slowed down during the year. In total the of 2011. It was Volvo Buses largest contract ever

market increased by 6% in 2012 compared to in Colombia. The contract covers conventional

the strong 2011. Growth in the South Ameri- buses articulated buses and bi-articulated buses.

can market for construction equipment is The new vehicles were sold for the third phase

expected to be in the range of minus 5% to expansion of Transmilenio in Bogota the Conti

5% during 2013. nents most efficient and advanced BRT-system.
plus 5/o

The South American bus market weakened With its high capacity and fast transport BRT is a

during the year. During many opera ors cos e iaf a7 ernsnative to rai - ound-rmnsport

invested in buses with engines adapted to Euro systems. fit
x

ahead of the changeover to Euroon. anu

ary 1 2012 which entailed a price increase on Volvo CE expands in Brazil

buses. Against that background investments in Following a rapid rise in demand for SDLG

buses were fewer during 2012. In Brazil the branded machines in Latin America Volvo CE is

market towards the end of the year was also investing USD 10 M to start manufacturing

negatively affected by operators awaiting the SDLG excavators in its Pederneiras Brazil plant.
During the year deliveries started of bus chassis to

be used in the third phase of Bogotas public transport

outcome of municipal elections. The total In January 2013 Volvo CE also decided to

system Transmilenio.

heavy bus market in Brazil decreased by 9% to consolidate its production capacity in theAmer-4400
buses 4900. With a market share of icas by relocating the manufacturing of Volvo

25% 23 Volvo is the second largest bus branded backhoe loaders from Tultitlan Mexico

brand in Brazil.
to Pederneiras.
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A GLOBAL GROUP 2012 GROUP PERFORMANCE

DEVELOPMENT BY CONTINENT

Asia growing in importancei.-Through
both acquisitionns and organic grow th the Volvo Group has

created a good position from which to develop further in the dynamic

markets in Asia.

Weakening markets Part of Volvo CEs strategy is to develop prod- Success and investments in India

Asia accounted for 23% 24 of net sales during ucts for growth markets under the Volvo brand. During the year VECV the joint
venture together

2012. In 2000 the figure was 7%. The sharp In November 2012 the medium-heavy wheel with Eicher Motors strengthened its position in

increase has primarily been achieved by the loader Volvo L105 was launched. It was devel- the Indian market. The total market for trucks and

acquisitions of UD Trucks of Japan named Nis-
oped specifically

to meet the needs of customers buses above 5 tons decreased by 12% but VECVs

san Diesel at the time of the acquisition the in China. deliveries remained on the same level as theprevi-majority
in Lingong of China and through the joint Since 1998 Volvo CEs main facility

for the ous year and the market share rose to 12.7%

venture VECV in India but also through organic development and manufacture of excavators is 11.1 the highest so far. Within buses Eichers

growth. In the beginning of 2013 the Volvo Group situated in Changwon South Korea. share rose to 11.9% 9.7 for trucks 5-14 tons to

signed an agreement to purchase 45% of the 31.4% 30.5 and in the heavy-duty segment over

Chinese truck manufacturer Dongfeng Commer- Sunwin leading within large electric buses 16 tons to 3.9% 3.1.

cial Vehicles which will give a strong presence on China is a large market for electric buses. Cur- VECV continues to invest in India. During 2012

the Chinese truck market - the worlds largest. rently
there are 1700 large over 10 meters and the next few years some SEK 2 billion is

In Japan the total market for heavy-duty trucks electric buses in China an increase of 1000 invested in a new factory for medium-duty engines

in 2012 rose by 28% to 31800 vehicles 24800 buses during 2012 alone. Here Sunwin Bus a that will be up and running in 2013 a new paint

partly
driven by government incentives as well as Volvo Buses and SAIC Motor joint-venture has a shop tooling for new products and a new facility

the need fortrucksfor reconstruction work follow- market share of approximately 40%. During the for bus chassis. The sum also includes research

ing the earthquake and the tsunami. For 2013 the
year Sunwin Bus delivered 3250 buses. 512 of and development related to a number of new

total Japanese market is expected to increase to these were so called new energy buses of which products to be launched the next few years.
The

about 35000 heavy-duty trucks on the back of 413 were fully
electric. That made Sunwin leading investments are made with funds already in VECV

expectations of higher economic activity stem- in China and a world-leading supplier of large and with the companys future cashflow.

ming from governmental stimulus activities and a
fully electric buses in 2012. Furthermore Volvo India investsapproxi-weaker

currency. mately SEK 2.5 billion the next few years among

In India the total 2012 market for heavy-duty Plans to launch Value Trucks other things in a new factory in Bangalore for the

trucks declined by 18% to 195140 trucks 237300. In the next few years the Volvo Group plans to production of the new truck series planned for

In China the largest part of net sales stem from launch a new series of trucks in the so called the value segment. In addition investments are

construction equipment. The Chinese construc- value segment i.e the lower price segments in made in the development of new products and in

tion equipment market continued to weaken in

emerging market in for instance Asia South a new office in Bangalore where backoffice

2012 and declined by 37% 7%. In Asia outside America and Africa. Production is being pre- functions that were previously spread out over

otChina-the-market-fm construction-equipment parecinnWaitarTd-and tndm TtrE.--GTOOfratso-- the-cityare-to-be-gathered

grew by 11% 28. For 2013 the total market intends to manufacture these trucks for the

-.-
ro ztti in-Cht rva7is ectedto-bein-the-Tarr e-of--_Chinese iifarket i th- arnt vet tare-DND.._ _ý.-___--Volvo-Buses-strong_in India-_- - --__-----minus5% to plus 5%. Asia excluding China is Volvo Buses has a strong position

in India and is

expected to decline by 0% to 10%. Restructuring in Japan one of the most well-known brands on the market.

In Japan a voluntary leave program was launched in total 4500 buses from Volvo are in operation in

Volvo CE number 1 in China with the aim of reducing costs by 10% to improve India. Volvos city buses run in 13 cities and in the

With a volume totaling 248000 wheel loaders and competitiveness. Compared with mid-2012 the segment for coaches the company is represented

excavators in 2012 the Chinese market is by far the organization was reduced by 1000 employees on all important routes. During the year a number

worlds largest and the Volvo Group is the number and consultants as of January 1 2013. of new models were launched among them the

1 in these segments. During 2012 Volvo CE with In the beginning of 2013 a program to long-distance coach Volvo 9100 which opens up

the brands Volvo and SDLG had a combined mar-
improve the total efficiency in the Japanese pro- new market segments and increases the potential

ket share of 15.0% 12.0 within wheel loaders and duction system was launched. for growth.

excavators. That increased the distance evenfur-ther
to the number two on the market.
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South Korea. First off the mark was the Quon 6x4
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ý.p V.
xý A F 1 aa o SzetzStift-truck.UD Trucks Korea plans

to launch a number of
4
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new models and fully leverage
the Volvo Groups -

st o
rt l. it z t.a srat

a..

solid nationwide network of 25 service points.

Volvo CEs new wheel loader L105 has been developed

specifically
for the Chinese market.
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Volvo CE supports training

-ýJ

Y

of technicians in Africa . 7s7
4 vim 1Zý

Volvo Construction Equipment Volvo CE is con- A lack of well-trained machine technicians is a work for Volvo CE the project wilt provide Volvo CE a

I..

I

fronting a shortage of technicians in Sub-Saharan serious problemin much of Africa and has meant very powerful way of building relationships withpaten-Africa
with a Sida Swedish International Develop- that equipment dealers operating in countries ke tial employees.

went Cooperation Agency project
to help support Ethiopia are often forced to hire expatriate_techni-

The project which will train about 30 students a

JV

y1 and modernize technical schools in Africa. Volvo CE cians ratherthan invest. in Iocal_workers who would year is a first for Volvo CE in Africa but a similar Volvo

c will take a-hands-on approach with a. project
at.Selan remain inthe country permanently - and keep more program that trains homeless teenagers in Brazil has

Technical and Vocational College in-Addis Ababa money in the local economy Developing atechnical had a great deal of success. If the new program works

4 Ethiopia providing new equipment training materials program will benefit DE Ms e Volvo CE by prxýrid-
well the company hopes to expand into other African

teacher training ongoing urrculurn development mg a tar e. pool of skilled workers. Though sta dents cooraries in the future

x and apprenticeship oIorrt_Jf4i fes ft sluderits. a ul appfemices war2 i-ttler any ooiigaticn tLl.
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