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2013
Beginning ofQ3 B

Group-wide efficiency program
linked

-

201
to the strategy

- reduction of white-collar employees

R

NDRC
approves strategic

alliance in China

tq
with 45% ownership in Dongfeng Commercialand consultants

- efficient enhancements in the
y

Vehicles DFCV. Read more on page 03

_

The divestment of Volvo Rents finalized.
global industrial system.

RE-ad nlof2 on sane 5l

- directional decision to rational- Reduction of white-collar employees

ize within Group staff and sup-
and consultants.

port functions by approximately Read more on page 71

2000 employees and consultants.

Reao more on cage 70
ý.

i x iy
fýIIa

y

- directional decision to optimize the

European truck manufacturing footprint.

Read more on page 70

Introduction of the new UD Quester
range

and the Volvo VM. Read more abouttheJ
UD Quester on coca 64 and the Volvo

Wi Rraz_il fin Page 59i

411 E

l _ y
u-

2013

Agreement regarding the divestment

of Volvo Rents in North America.

ReaU more on page 7

Agreement regarding the acquisition

of hauler business from Terex.

Read more on page 77

Launch of Eicher Pro Series in

India and for
export

markets.

Read more on oage 63
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A GLOBAL GROUP 2013 STRATEGY

Targets to secure improved

Group profitabilit y

The targets for the strategy period 2013-2015 was announced in autumn 2012. The overall target is
that the

strategy

shall contribute to an improvement
of the operating income of SEK 9 billion corresponding

to an operating margin

improvement of 3 percentage points for the Group as a whole. The calculation below is based on Group sales of

SEK 300 billion and truck sales of SEK 200 billion. The truck operation has the greatest impact on profitability.

STRATEGIC OBJECTIVES EXPECTED IMPACT ON GROUP OPERATING MARGIN

Trucks impact on Group
app.
4.0

percentage points

Business Areas

Volvo CE Volvo Buses Volvo Penta
app.
0.5

percentage points

Governmental Sales Volvo Financial Services

IT cost at 2% of total Group costs
app.
0.5

percentage points

app.
5.0

percentage points

app. 2.0 percentage points
in headwind factor

Targeted net improvement
app.

3
percentage points

percentage

ointsp
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r Starting in 2012 new financial targets
for the Volvo

Group were implemented in

Financial targets
which growth and profitability of the Groups

various operations are measured

and benchmarked annually against competitors. This creates a clear picture of

how the operations are developing compared to the industry.
Information on

how the comparison with competitors is
made is available under the heading

Investors on www.volvogroup.com.

INDUSTRIAL OPERATIONS

TRUCKS AND BUSES

Target Comparison group Preliminary outcome
--- ---- - -

------Theannual
organic

sales growth for the truck Daimler Iveco MAN Navistar Paccar Scania The organic sales decreased by 1.2% for the

and bus operations shall be equal to or exceed and Sinotruk. Volvo Groups truck and bus operations and was

a weighted-average for comparable competitors.
below the weighted average of 0.1% for the

competitors.

Each
year

the operating margin for the truck

and bus operations shall be ranked among the
Navistars and MANs figures are based on rolling fourquar-

The operating margin of 1.6% for the Volvo

top two companies when benchmarked against ters as of the third quarter of 2013 and Sinotruks figures are Groups truck and bus operations was ranked

relevant competitors. based on
rolling

four quarters as of the second quarter of 2013. number six in comparison
with the competitors.

CONSTRUCTION EQUIPMENT AND VOLVO PENTA

Target Comparison group Preliminary outcome

The annual organic sales growth for the Brunswick Caterpillar CNH Cummins Deere The organic
sales decreased by 9.9% for the

construction equipment operations
and Hitachi Komatsu and Terex. Volvo Groups construction equipmentopera-Volvo

Penta shall be equal to or exceed a tions and Volvo Penta and was below the

weighted-average for comparable competitors. weighted average of a decline of 8.3% for the

competitors.

Each
year

the operating margin for the

construction equipment operations and Volvo The operating margin of 3.8% for the

Penta shall be ranked among the top two
Volvo Groups construction equipmentopera-companieswhen benchmarked against relevant Deeres and Terexs figures are based on rollingfour quarters
tions and Volvo Penta was ranked number

competitors. as of the third quarter of 2013. seven in comparison with the competitors.

INDUSTRIAL OPERATIONS

Target and outcome Net financial debt as a percentage

The Industrial Operations net financial As of January 1 2013 new accounting rules for of shareholders equity %

debt excluding pension obligations shall be employee
benefits came into effect. As a

consequence

below 35% of shareholders equity
under AB Volvos Board of Directors decided to exclude

80

normal conditions. At the end of 2013 the pension obligations from the target. The new target 60
Target below

z

financial net debt amounted to 29.0% of corresponds to the previous
financial target of 40% 40 _ _ _ _ _ _ _ _ _ _ 40%

shareholders equity.
in which pension obligations were included.

-35%

20

0

20
09 10 11 12 13

70.9 37.4 25.2 29.3 29.0 z

CUSTOMER FINANCE OPERATIONS

Target and outcome Return on sharehoTdeFs equity %

The target for Customer Finance is a return on
Target 12-15%

shareholders equity
of 12-15% and an equity

ratio above 8%. The return on shareholders

10

equity for 2013 amounted to 12.1 %. At year

end 2013 the equity ratio was 8.1%.
5

0

5
10

09 10 11 12 13

6.2 0.4 7.3 12.5 12.1
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A GLOBAL GROUP 2013 STRATEGY

Creating value in ever
The Group is dependent on stakeholders to develop its

competitiveness in the same manner as its stakeholders are

stage of the value chain
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.

0 PRODUCT DEVELOPMENT 0 PURCHASING PRODUCTION

VALUE CREATION Costs for research and development The Volvo Group has approximately
At
year-end 2013 the Volvo Group had

amounted to SEK 15.1 billion 14.6 for 36000 subcontractors in the first tier of 95533 96137 employees and 14794

2013 corresponding to 5.5% 4.9 of which about 6000 supply components 13452 temporary employees andcon-for
the Groups products. sultants of whom 46185 47272employ-netsales.-Product

development
is controlled

by
the In 2013 the Group made purchases of

ees and 6201 4522 temporary employ

r . sa l s.

needs of customers legislation changes goods and services in an amount of
ees and consultants were blue collar.

in society and new technology. SEK 192.2 billion 207.8. The Volvo Group has 67 factories in

Safety and environmental issues are Corporate social responsibility is an inte-
18 countries around the world.

integrated in product development. grated part of the purchasing process.
In 2013 the Volvo Groups wholly-owned

More than 90% of the environmental One job within the Volvo Group gener-
truck operations delivered 200300

impact from a truck occurs during use. ates a number of other job opportunities
204300 trucks. Furthermore the Group

Consequently product development directly at subcontractors and indirectly

delivered 8900 9300 buses 70800

focuses on sustainable transport
in the rest of society.

75500 units of construction equipment

solutions.
17500 17200 marine engines and

17700 17600 industrial engines.

SUSTAINABILITY We work to reduce the environmental Responsible purchasing involves encouraging Environmental work is governed by acom-PERSPECTIVE
impact of our products and on developing correct behavior managing risks and building mon environmental policy. Anotherimpor-energy

efficient solutions for our customers. long-term relations with our suppliers
to tant tool is Volvo Production System with

sea.t.
Each new product

shall have less environ- improve social environmental and business methods for streamlining the operation and

eq to_ pat of
is

am iý

mental impact than the product it replaces. ethics in the supply chain. The Volvo Group minimizing productivity losses and also

The Group works continuously to improve strives to ensure that unethical values are tools for documenting work-related risks

the
performance

of
products

and our long-
not incorporated into our products and indicators for measuring health and safety

term research and
development

focuses on services and we base our work on a mini- performance and methods for creating

sustainable transport solutions with a focus mum standard in our Code of Conduct. We ergonomic workplaces. At the end of 2013

on transport efficiency
lower fuel

consump-
believe that a high standard in our program

94% of employees in production worked in

tion and thus lower emissions as well as on for responsible sourcing will result in high units that are certified according toenviron-alternative
fuels hybrid solutions fully

elec- productivity
and stable long-term relations mental and

quality management systems

tric vehicles and Intelligent Transport Sys-
which will benefit all

parties. primarily ISO 14001 and ISO 9001.

tems. This is profitable for the customer

preti
ti

advantage for the Volvo Group. Safety
has

been our guiding star since 1927. Our long

ferm-vrsicrr7fsý -
ceiýerrfs wýrrfhýofwo

_ _

Group products. Our security program is f

1

fitfocused on avoiding
accidents and prevent- x

ing injury to the driver and other parties 1ýrý
involved but also on the development of

reliable
products

and increased safety for

people and goods.

1001

e s Wt
a
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INVESTMENTS A
significant portion of

the generated capital is transferred back

into the operation. The capital is used for

investing
in activities to

strengthen

compet-itiveness
and create tong-term value for the

Group and its stakeholders.

0 DISTRIBUTION AND SERVICE PRODUCTS IN USE Q RE-USE
The

Volvo Groups

income for

the yearJim amounted to

SEK 3802 M

11378.

The Volvo Groups products are distributed Trucks manufactured by the Volvo Group Remanufactured components areimpor-through
our own as well as independent transport goods and products our buses tant to the offering which can help to

dealerships. are important parts of efficient transport reduce ownership and operating costs

Since the
year 2000 net sales for the

systems and our industrial engines are for customers.

Volvo Group has risen by 110% to
used for example as reserve power in The Volvo Group takes into account

SEK 272.6 billion in 2013.
hospitals. These are only a few examples

resource efficiency and recycling

Selling

of our products and services contribution

potential already
in the development

expenses
in the Industrial Opera-

society. of its
products.tions amounted to SEK 26.9 26.2

to

billion in 2013 corresponding to 10.1%
More than 2 million trucks and 100000

The Volvo Group has manuals and other

9.0 of sales. Administration expenses
buses which the Group manufactured in

tools to assist disassembly workers

amounted to SEK 5.8 5.5 billion
the past ten years operate on roads

extract the most from used vehicles.

corresponding to 2.2% 1.9 of sales.
worldwide. At construction sites there

are more than half a million units of

con-struction
equipment that we manufac- SHAREHOLDERS AB

tured in the last ten years. Volvos shareholdersnormally

receive a certain portionof

the retained earnings in the

To meet societys need for efficient trans- As a manufacturer of commercial transport The Volvo Groups products com-
form of a dividend aftercon-portsolutions cooperation is necessary. solutions our products play an important prise largely of recoverable material.

sideration has been
given

to

It is in
dialogue

with our customers that we role in daily life and are important compo- For example our trucks consist of
the Groups need for capital

can
fully

understand what drives their busi- nents in the
transport system.

The
Group

85% recoverable material and are
for continued development

nesses and how the Group can seize the also participates in the development of effi- manufactured from as much as one
according to the strategies.

opportunities to build our shared success. cient transport systems by such initiatives third recycled material. Here mate-
The Board of Directors has

Customer satisfaction is not only about the as Green corridors Bus Rapid Transit BRT rial strength is the limiting factor.

proposed a dividend of SEK

quality and performance of our products systems renewable fuels and in discussions The Volvo Group also offers
301 0 3.00 per sharecorre-but

also about how customers are treated around transport-policy issues. refurbished spare parts as an option
sponding to a total of SEK

and how services are delivered. Most of the
negative impact

from our to new as a way
to extend the use-

6084 M 6083 for2013.

products occurs during the use phase and ful life household with resources

therefore we strive to offer the right prod- and reduce costs for the customer.

ucts and services to achieve energy-efficient

and safe transport systems.

VALUE BY STAKEHOLDER GROUP

Taxes

SEK M 2013 2012
The Groups Code of Conduct states that The Volvo Group shall

To suppliers
- Purchases of goods and services 192198 207808

comply with the tax laws and regulations of each country in which it

To
employees

- Salaries and remunerations 36212 39179 operates. Where tax laws do not give clear guidance prudence
and

To
society

- Social costs 8262 9686 transparency shall be the guiding principles

To
society

- Pension costs 4144 3965
The Volvo Group does not take part in aggressive tax planning

To
society

- Income taxes
paid 2823 5366

by placing subsidiaries in tax havens. In the period 2009-2012

To creditors - Interest paid 2437 2900
SEK 11 billion or 79% of the Volvo Groups current taxes were

paid in
emerging

market countries as defined by
the IMF. In 2013

To the Volvo Group
- Investments in

tangible
assets 8281 9338

approximately SEK 2.2 billion or 70% of the current taxes were paid

To shareholders - Dividend 60842 6083
in emerging market countries.

i For further information please see note 27 to the consolidated financial statements.

2
According

to the Boards
proposal.
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The Volvo Group
introduces vocational

i i

n SC 00 Str 9
In partnership with Sida and in Africa
USAD the Volvo Group will

yA

introduce vocational training

schools for mechanics and

vehicle
operators

in ten African

countries. The aim is both to

promote economic

develop-meat
in these countries and

train a pool of mechanics that

can service and support the
t

Groups products.
ar

Read more on page
43.
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Y 2013 BUSINESS MODEL

NEW PRODUCTS

THE LARGEST

in the

VOLVO GROUPS
HISTORY

Beginning
in the autumn of 2012 and culminating in 2013

the Volvo Groups truck business underwent the
largest

product
renewal in Group history. Among the new products

I

n

were the new Volvo FH Volvo FM Volvo FMX Volvo FL and

Volvo FE in Europe.
In Brazil we announced a new Volvo VM.

Renault Trucks presented a new comprehensive truck pro t Yom.

gram comprising its T K C and D series for long-distance

i
t t

haulage construction and distribution. We launched the UD
F

Quester a new series of heavy-duty trucks developedspe-cifically
for growth markets. In India our joint

venture VECV

launched the Eicher Pro Series. VECV also started

manu-facturingthe new 5 liter and 8 liter engines for UD Quester

and our medium-duty truck
program

in Europe.
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A GLOBAL GROUP 2013 BUSINESS MODEL

BRANDS

Strong brands are important assets

The Volvo Group does business under several leading
and

respected
brands. These are strategic

assets through which the Volvo Group delivers value propositions addressing
the specific needs of

customers around the world. The Volvo Group as part of a brand portfolio strategy is therefore

working to further strengthen
the image for its brands while simultaneously improving delivery

on

customer expectations. This will allow the Group to optimally
address the total market.

S
Since taking the strategic decision Specific segments and customers New segments - new potential

to focus on commercial vehicles During the past
two

years
the prerequisites to Growth markets are an important part

of the

the Volvo Group has built a strong
execute on a brand portfolio strategy

have been Volvo Groups strategy.
These markets aredriv-portfolio

of brands. Through direct worked on extensively
within Group Trucks. This ers of long-term global growth and they offer a

ownership
licenses and

joint ventures the includes a common approach to market seg- great
deal of potential for quality

trucks which

Group has access to a
range

of iconic and mentation and linking various aspects
of cus- balance operational

cost with purchase price.

industry-leading names like Volvo Mack tomer buying
behavior to the individual brands. We define this space as the value segment and

Renault Trucks Volvo Penta Nova and Prevost. Every
brand within the Volvo Group has a pur- are increasing our

presence
in this segment of

On the truck side current product brands pose and delivers a value proposition to a spe-
the market.

include Renault Trucks Mack UD Trucks Volvo cific
group

of customers around the world. UD Trucks has launched the Quester Volvo

as well as Eicher through
the

joint
venture with At a global level

Volvo and Mack represent
Construction Equipments SDLG brand is

Eicher Motors in India. our premium brands aimed at customers who excelling Volvo Buses is developing
a bus for

Volvo and SDLG branded construction choose a holistic view of the brand and associ- the value segment and Volvo Pentas sales of

equipment Volvo Sunwin in a joint
venture in ated product

and service offer. Renault Trucks both industrial and marine engines areincreas-Shanghai
Prevost and Nova branded buses is positioned in the high-end space addressing ing in these market segments.

and Volvo Penta marine and industrial engines
customers who value total operational cost and To succeed in the value segment various

make up the major product
brands in the busi- network support.

Outside of Japan UD Trucks aspects
of the business - from design

todistri-ness
areas.

addresses the value segment a new focus area bution - are being addressed. The investments

for the Group while UD Trucks in Japan is in the in SDLG and the recent launch of the new UD

Portfolio structure unlocks hidden high-end segment. Eicher
which currently ser- Trucks branded

heavy-duty
truck range the

potential
vices the Indian market will form the basis of Quester is a huge investment that establish a

Leveraging our brand portfolio to increase mar- the Group offering in the highly cost-competi-
new platform targeted

to this
space

and

ket coverage is at the center of the new Group tive market segments.
demonstrates the Groups commitment to the

organization. The Volvo Group has gone from a With each truck brand being assigned a spe-
value

segment.

decentralized brand-by-brand strategy to utiliz- cific segment and customer base Group Trucks

ing a brand portfolio perspective.
can increase its market share and contribute to

By clarifying the
purpose

of each brand in the the overall growth of the Volvo Group.
The

Group portfolio we are going to increase mar- brand-positioning project
has also providedval-ket

coverage
and be able to

strengthen
rela- uable input when the Group Trucks organization

tions with a broader customer base. This has designed
road maps to reach their strategic

meant
taking

a holistic approach to the mar- objectives.

kets while previously each truck brandoper-ated
relatively independently

and otten towards

the same customers.

ereie
the other strategic

assets we have built over

time - global scale industrial footprintdistribu-tion
networks supply chains

and customer

rela-tionships.
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addressingTRUCK BRANDS -

ACK
Vocational

Premium

97 AC

High-end

segment
aewauir

UD TRUCKS

TRUCKS
Japan

Value UD TRUCKS
...

ECIER
ýýiTlent t

Basic

N1
Ile

el

segment

Demand for total solutions

Eicher is one of the largest Mack For more than a century
Renault Trucks Since 1894

4
players in the Indian mainstream Mack has been one of the largest building on the legacy of French

commercial vehicle market manufacturers of heavy-duty trucks truck industry know-how

with a strong image of fuel in North America and focused on Renault Trucks
suppliestrans-efficiencyand profitability for commercial vehicles from the start. port professionals with robust

the customers leading the modernization of the
Today

Mack is one of the strongest heavy-duty truck tools and robust relationships. The vehicles

commercial vehicle industry in India and in the brands in the North American market. from 2.8 tons to 120 tons and servicesoffer-emergingworld. ing is adapted to different transport

applica-tions.
Renault Trucks main objective is to

M UD Trucks markets medium- Volvo The Volvo brand which has
reduce operational costs for its customers.

duty and heavy-duty trucks in been built up since 1928 enjoys a

Japan Asia Australia Africa solid position
worldwide. It is one of

. Middle East and Latin America. the worlds best known and respected

UD Trucks customer
promise

brands within trucks. It is associated

is Going the Extra Mile. with the Groups core values - quality safety
and

environmental care.

BRANDS IN OTHER AREAS

Volvo The Volvo brand which SDLG is a leading
brand in the

Volvo Penta is one of the strongest

has been built up over decades
and most global brand names in the

Chinese construction machinery

enjoys a solid position world- industry especially for wheel

engine industry. In addition to quality
__ ZL

wit e. 1is one o the worlds -
safety and environment Volvo Penta

best known and
respected

is associated with innovative and
primarily

in China and other

brands within buses and construction equip emerging markets and
is now being introduced-pefýrczýacesFantedproducts----------- -

It is associated with the Groups core tosefect d ma ure markets e g. Noi ýkmerica.

...-mentvalues - quality safety and environmental care.

Nova Bus is a leading North Prevost is a leading North American Sunwin Bus is a leading
Chinese

American provider
of sustainable manufacturer of premium touring

bus producer and one of the

transit solutions including Vr
-1

coaches and bus shells for
high-

worlds largest manufacturers of

buses high-capacity vehicles end motorhomes and specialty fully
electric buses. The Sunwin

and integrated intelligent
-z conversions. brand is sold primarily

in China.

transportation systems.
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A GLOBAL GROUP 2013 BUSINESS MODEL

PRODUCT DEVELOPMENT

PRINCIPLES

is
that each new product shallDevelopment focusing on The basic principle

have less impact on the environment than the product

more efficient products
it replaces.

The Volvo Groups future success depends on its ability to continue

to deliver innovative solutions and
develop technologies

that can be

converted into financially viable products and services.

The
year

2013 was intense in terms of Energy-efficient
drivelines models. As of 2014 all single-decker

low-floor

product launches particularly
in the The Volvo Group has a life-cycle perspective

buses in Volvo Buses model
program

in Europe

truck business. It involved the Groups and considers the environmental impact
from its are hybrid buses. The hybrid program

includes

most extensive product renewal to products
from them being developed all the way Volvo 7900 Hybrid 4x2 Volvo 7900 Hybrid

date with a brand new series of Volvo trucks a to them being phased out and recycled.
Since Articulated and Volvo B5LH Double Decker.

complete new product program from Renault more than 90% of the environmental impact Furthermore Volvo Buses commenced field

Trucks a brand new range of heavy-duty trucks
results from the use of the products the Groups studies with

plug-in hybrids
that indicate that

for emerging markets with the UD Quester and main focus is on reducing fuel consumption fuel
consumption

can be lowered by 80% and

at the end of the
year

the Eicher Pro Series was CO2 emissions and
other exhaust emissions. The total

energy consumption by slightly more than

launched featuring eleven new trucks and basic principle
is that each new product shall have 60%. The field study

in
Gothenburg

started in

buses. All of these new products were devel- less
impact

on the environment than the product May 2013 and includes three plug-in hybrid

oped with a focus on fuel efficiency and cus- it replaces. buses whose batteries are charged at the end

tomer profitability. The Volvo Group estimates the fuel-saving stations which means that a large part
of the

Climate change is one of the
greatest potential

for a standard truck will be about 15% route can be powered by electricity

challenges
faced

by
mankind. Research shows in 2025 compared with fuel consumption

in Sunwin Bus the Volvo Groups Chinese joint

that transport is responsible for approximately 2010. New technology can lead to even more venture together with SAIC Motor hasdeliv-14%
of the total greenhouse gas

emissions significant savings. For instance the use of a ered 787 full electric buses in total. Volvo Buses

caused
by
humans. As one of the worlds larg- hybrid driveline may improve fuel

consumption
and SAIC Motors also have a joint venture for

est manufacturers of commercial vehicles the by up to 39% in certain bus
operations.

If all developing driveline systems
for electric and

Volvo Group works to reduce CO2 emissions buses were changed to plug-in hybrids total hybrid
buses.

from the use of its products. energy consumption
would be reduced

by as The Volvo Group has offered two models of

much as 60%. hybrid trucks in selected European
markets

Three areas of focus since 2011 the Volvo FE
Hybrid

and the Renault

The Groups product development
is driven by Electromobility Premium Hybrys-Tech. Customers have given

the cost of and availability of fuel as well as Hybrid technology
is one of the most

promising very positive feedback on these trucks. Thetech-legislation
in the environmental area. Therefore and

competitive
new technologies for commer- nology

has met their
high expectations

on both

the Volvo Group focuses its research and devel- cial vehicles. Because of its potential for saving reliability and performance reaching the expected

opment on the development of energy-efficient fuel hybrid technology means lower
operating

fuel savings of
up

to 30%. However total sales

drivelines electromobility and vehicles that can costs for customers while at the same time sig- volumes have been low due to the relatively

be
operated on renewable and alternative fuels. nificantly reducing the environmental impact. high additional investment for customers. While

The most
appropriate

vehicles for hybrid drive- hybrid trucks deliver on the environmental

lines are those operating in continuous stop-go
dimension of sustainability the business case is

rrrIq tJRStrsýcc rccncrc acýo
THREE AREAS distribution trucks. develop new versions for Euro 6 was announced

The Volvo S.arQ_U
P
_SJ3ýCceýQn$Ls ts of at the end of 2013 The Volvo Group believes in

Energy-eýfrerent-ýrEýirres
_Y____ ýA_ _ ý_ _ w_ý---ý-ý

Electromobility

an electric motor and a diesel engine working
in hybrid technology long-term and will continue

Vehicles that can be operated on
parallel whereby each of them can be used to invest in research and

development
for more

renewable fuels.

where
they

are most effective. Production of commercially viable applications. Should demand

the Volvo Hybrid city bus and the Volvo
Hybrid

for hybrid trucks pick up substantially in the

double-decker started in 2010. Significant fuel future the Group will be in a strong position
to

savings
make these hybrid buses a commer- reintroduce the

technology.

The Volvo Group also participates in public
and cially viable option.

A perfect solution for distribution and refuse

private partnerships to develop sustainable and During the year Volvo Buses strengthened applications is Renault Trucks fully electricMax-efficient
transport systems such as the Bus its model program with a new articulated bus ity Electric which does not emit any

exhaust

Rapid Transport System BRT. that uses hybrid technology. The Volvo 7900 fumes and is
very quiet.

The distribution model of

Hybrid Articulated has a capacity
of
up

to 154 Maxity Electric has been on the market for just

passengers which is more than
any

other over three
years.

In 2013 the offering was

hybrid bus on the market and a fuel consump- expanded to include a smaller refuse truck

tion that is up
to 30% lower than current diesel adapted

for
collecting

household
garbage.
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What will follow US 10 and Euro 6 truck models in the U.S. both Mack and Volvo branded are certified in

The introduction of increasingly strict emission regulations primarily focusing
accordance with 2014 fuel efficiency and greenhouse gas regulations.

on nitrogen oxides and particulates has meant that the emissions caused by
The EU

target
is that greenhouse gases are to be reduced by a total of

vehicles sold in the market today are
at
very

low levels. For example the Euro 6 20% between 2008 and 2030 and
by

at least 60% by 2050 with 1990

legislation that came into effect in the EU at the end of 2013 entails that as the base year. The target
for city transport is largely carbon-neutral

emissions of nitrogen oxides and particulate matter from new trucks will be logistic
solutions in major cities by 2030. The EU states that new vehicle

reduced by more than 95% compared to a truck from the early 1990s. During technology includes engines materials and
design

traffic
planning

and

the year Volvo Group
introduced new trucks with a Euro 6 engine program use of purer forms of energy through

new drivelines and alternative fuels.

ranging
from the smallest medium-duty 5-liter engine to the heavy-duty All of these are priority areas in the Volvo Group.

13-liter version.

But what is the next step Rules were introduced in the U.S. thatapproxi-mately
corresponded to Euro 6 already in 2010. Starting

with model
year

2014 Significantly reduced emissions

greenhouse gas emissions and fuel consumption are regulated targeting
Within the EU all road transport emissions except for carbon

dioxide are

considerable improvements against
a 2010 baseline. All of the Volvo Groups

expected to decrease in the future. This is the result of stringent emission

regulations..

120
Carbon monoxide CO

s
ý ý ý

Nitrogen oxides NO.
100

Solvents VOCs
Life Cycle Assessments broaden the perspective

80
n Benzene

Particulate matter PM
60 from diesel

40
Carbon dioxide CO
Sulphur

dioxide SO
Q Use Phase

20

0
Source ACEA - European

1995 2000 2005 2010 2015 2020
Automobile

Manufacturers

Association.

Emissions regulations for trucks and buses

49 59 28 7 43
In January 2010 EPA 2010 was implemented

in North America and at the end

of 2013 Euro 6 was introduced in the EU. With the implementation of EPA
a

2010 emission levels for particulates and nitrogen oxides NOJ are close to

0b FJe\

zero. Euro 6 entails that emissions of nitrogen oxides and particulate matter

Q are reduced by more than 95% compared
to a truck from the early 1990s.

Particulates g/kWh NO g/kWh

Each new product
from the Volvo Group shall have less environmental

0.16 Europe USA 8

impact
than the product it replaces. The Group uses

Life Cycle Assess- 0.12 6

ments LCA to map a products environmental impact in order to make

well-informed decisions in the development process.
0.08 4

Findings
from analyses indicate over 90% of the environmental impact 004 2

results from the use of the products. The Groups
main focus is therefore

on reducing the environmental impact
of products in use. 0

2002 2Q06 2009 2014 2002 2007 2010

0

The graph
above shows the environmental impact of the new Renault

Euro 3 Euro 4 Euro 5 Euro 6 EPA 2002 EPA 2007 EPA 2010

Trucks T 4x2 Euro 6 tractor.

fl Particulates g/kWh Q NO g/kWh

M and buses by more
than 30 million tons by 2014 13% lower than in 2008

ýFýý- 1-fits compared
with vehicles manufactured in

2008 total lifetime emissions of the Groups products

5
tr CO2 emissions from our production plants by 0.2 have been reduced

by
29 million tons.

million tons 12% before 2014 compared with

2008.
Extended cooperation

WWF is one of the worlds largest and most Our agreement also states that
WWF and Volvo Group frequently

meet to discuss

respected
environmental organizations. Its Climate the Volvo Group

will
develop a new truck proto- environmental issues. During 2013 WWFpartici-Savers

Program involves multinational companies type with 20% lower fuel consumption than a pated in the Logistik Transport trade fair
in

fit the rt-to-re-tece-carbon-dioxids-emissions- corresponding-truck-mar ufaetcsred- n-2008-and GothenbuF@- Sweden-wit -the-airn-to-give-visitor

Each company pledges
to reduce its emissions fol- offer commercial trucks that operate on renewa-

WWFs view on Volvo Group productsenviron-lowing
an agreement made with WWF. The results ble gas

before 2014 mental performance.

-. -ý- - _
uzra

are reýrteýted rnd endentex erfsThe
_
retfy - iioIvO UEý Ttre iWIrteAr6 --ftfrcaF- 5 - rrrýýr sccrss ýý

z-
ý

target
must be more ambitious than the company siderably improved fuel efficiency compared with with Volvo CEs key customers. The idea was to

would have set on its own and must also signify existing models give
the customers an objective assessment of

that the company is leading
its sector in the reduc- Volvo Buses will expand the number of field tests Volvo CEs environmental improvements.

tioin of greenhouse gas
emissions. with

plug-in hybrid buses. During 2013 WWF Sweden visited Volvo CE in

In 2010 the Volvo Group became the worlds
Eskilstuna and WWF US visited Volvo CE inShip-first

automotive industry manufacturer approved by
Interim results pensburg to learn more and to discussenviron-WWF

to participate in the program.
In 2012 Volvo Five out of the six years

of the program are com- mental aspects of our products and our production.

CE and Volvo Buses joined.
Volvo Groups SDLG pleted.

Results for the period 2009-2012 figures At the WWF Climate Savers annual meeting
in

became the first
Chinese

company
to be approved. for 2013 will be available in June 2014 indicate Mexico City Volvo Mexico was invited to demonstrate

In the agreement Volvo Group is committed to that the Volvo Group is already ahead of target in hybrid buses and Bus Rapid
Transit solutions.

reducing
key areas

the total amount of carbon dioxide CO emitted
CO2

emissions from the Groups facilities have

by the Groups trucks construction equipment been reduced by
0.3 million tons making them
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A GLOBAL GROUP 2013 BUSINESS MODEL PRODUCT DEVELOPMENT

Renewable and alternative fuels

Carbon dioxide-neutral transport means that

vehicles are powered by fuel produced
from

renewable raw materials such as biomass.

Reducing dependency on fossil fuels such as

oil coal and natural gas by increasing
the use of

renewable fuels makes business and

environ-mental
sense. The Volvo Groups research on

renewable fuels is
mainly

focused on Methane

Diesel and DME dimethyl ether.

DME is energy efficient
and has a low

envi-ronmental
impact.

Estimates show that by
-

e

replacing conventional diesel with BioDME

carbon dioxide emissions could be cut by 95%. L
In June Volvo Trucks announced that the

company will become the first manufacturer to

commercialize DME in North America.

In November Volvo Trucks announced that in

spring 2014 it would introduce two Euro 6 I

engines of 240 hp and 320 hp powered using

pure RME rapeseed methyl ester.
The

engines

will be available in the new Volvo FE and Volvo

FL models.

T.
Safety

Safety has been a guiding star for the Volvo Group

since 1927. The ultimate
goal

is zero accidents

with the Groups products. To work towards this

goal systems that prevent accidents from

happening
in the first

place
and

reducing
the

consequences if an accident does occur are

Are
continuously developed.

The Volvo Groups future product development

focuses on active safety features and passive

safety features such as vehicle stability visibility

support lane keeping support and bodyprotect
tion in the cab.

Approximately 90% of all traffic accidents are

caused by human factors. One of the most com

mon causes of accidents is the lack of driver

attention to the road. Finding ways of reducing
3

the risk of accidents caused by fatigue orinat-tention
can have a large impact. Todays driver

assistance systems include for examplewarn-ing
systems and driver awareness support.

In

most cases the driver is
simply

warned when

something is
wrong.

City Mobility Program

City Mobility P

together key stakeholders in cities to implement

----_.-- --.sustainable-an.d_integratedinno-vative
1_lot .__

jects.
The program includes new technologies

for improving energy efficiency and reducing

emissions developed by the
Volvo Group such

as hybrid
and electric vehicles. The City Mobility

Program is being deployed in several cities

around the world such as Gothenburg Stock

holm Hamburg and Luxembourg. During the

year
Montreal became the first city in North -.-Americ

to take part in the Volvo City Mobility

Program.
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Over a period
of three

years
emissions from - In order to fully exploit

the availablepoten-400
distribution trucks operating

in Gothen- tial its not enough for haulage companies to

burg Sweden were cut by
30%. Volvo Group improve

their logistics systems its equally

x r Y now wants to share its experience with other important that transport purchasers
become

ti

cities the world over. better at coordinating their purchases
and here

With more energy-efficient
vehicles fuels there is a whole lot of room for improvement.

with a lower environmental impact and smarter Opening up
bus lanes to distribution traffic

%
Yfh

.ý.
logistics

it is possible to achieve significant and undertaking more transportationopera-..
improvements. This project

is part of Volvo tions when there is less traffic on the roads are

e Groups drive to take the lead in sustainable other examples
of

relatively simple measures

transport solutions says
Olof Persson Presi- that can deliver significant environmentalbene-dent

and CEO. fits.

- We want to help develop
tomorrows cities

30% lower emissions and are actively looking for partnerships
where

In the Climate-Smart City
Distribution project we can contribute our expertise

and experience.

which ended in spring 2013 Volvo Group The road ahead goes
via closer cooperation

worked together
with a number of partners to between different actors and here we definitely

improve
the efficiency

of distribution operations
have a role to play both locally

and
globally says

in central Gothenburg.
Over the projects three Lars Martensson.

years climate-impacting
emissions from the

almost 400 vehicles involved in the study
Facts about the Climate-Smart City

dropped by an average
of 30% and in some Distribution project

cases by up
to 80%. By replacing conventional - The participants were GMVChalmers/Univer-diesel

distribution trucks with vehicles using sity of Gothenburg FordonsGas PostenLogis-three
different technologies

- renewable fuels tik Preem Renova DB Schenker the Swedish

such as biodiesel biogas and DME hybrid
tech- Transport Administration

Volvo TrucksBusi-nologyand methane-diesel fuel - the result ness Region Goteborg DHL Fraktkedjan
Vast

was a significant
reduction in emissions and Goteborgs Lastbilscentral

The most difficult challenge however was The project was co-financed by Region Vastra

not to
develop

new fuels or new vehicle technol- Gotaland

ogy
but to improve

the efficiency of the trans- More information is available from the project

port operations
relates Lars Martensson Envi- website www.climatesmartcitydistribution.com

Successregtdres oordmation

In downtown Gothenburg there are about 6500

companies that need
daily goods distribution

services so with better coordination and more

efficient utilization of existing vehicles
both

con-gestionand emissions can be reduced even

further.
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A GLOBAL GROUP 2013 BUSINESS MODEL

EFFICIENT PRODUCTS

Contribute to customer profitability

All of the Volvo Groups products have been developed
to contribute to

efficient transport
and infrastructure solutions in all parts of society.

LONG-HAUL REGIONAL DISTRIBUTION CITY DISTRIBUTION CONSTRUCTION

Trucks
I
All brands in

the Volvo Groups truck Eicher
------------- -

operations have a unique

and distinct brand Avg
specific character that

attracts customers in

their market segments.
Mack

The trucks are sold

and marketed under the

brands Eicher Mack
4

Renault Trucks UD

Trucks and Volvo which

all offer customers a

broad range of products

Renault

Trucks

and services for efficient

and economic transports.T .

I

UD Trucksr

Volvo _7

MaW

Special-purpose vehicles
ý
The Volvo Group manufactures

-ýnb

Alispecial-purpose vehicles for use by for instance government

defense peace-keeping
and relief organizations. The Volvo

Groups sales of defense material as defined in the Swedish .

Military Equipment Ordinance 19921303 section A

amounted to 0.55% 0.67 of net sales in 2013.

VOLVO BUSES NOVA BUS PREVOST

product range
includes

complete buses and bus

chassis for city intercity

gam.. sý i
p
aý r

and coach traffic. The

S

3
company

has a totaloffer
ing that in addition to

buses includes a global SUNWIN

service network efficient

spare parts handlingser-vice
and repair contracts

financial services and

traffic information systems.

ý i -
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COMPACT CONSTRUCTION HEAVY CONSTRUCTION ROAD MACHINERY

Construction Equip- EQUIPMENT EQUIPMENT

ment
I
Volvo

Construc-tion
Equipment devel- Wheel Crawler Articulated Motor graders

ops manufactures and loaders excavators haulers

markets equipment for

construction and related

industries under the

brands Volvo and SDLG.

Its products are leaders

in
many

world markets
Backhoe Wheeled Wheel Compaction equipment

and include a compre-
loaders excavators aý loaders

hensive range of wheel

loaoers hydraulic

wheeled and crawler
h

N

excavators articulated

haulers road machinery

and a wide
range

of Crawler excavators Crawler excavators
SDLG wheel Pavers

compact equipment.
from SDLG loaders

low Agadir

Asphalt milling

Skidsteer Pipelayer
machines

loaders

MARINE ENGINES INDUSTRIAL

Engines for boats and ENGINES I

Financial Services
I
Volvo Financial Services provides

industrial applica-
customer financing and leasing

dealer financing and fee

tions
I
Volvo Penta

based products
such as insurance which contributes to

manufactures engines
the Volvo Group total offer and create value throughcon-and

drive systems
for venience speed and peace of mind. Attractive financial

both leisure boats and
solutions are essential to meeting the high expectations

commercial craft with
of Volvo Group

customers.

ate -engine rarer

900 hp and has a global

rv

service network of rr

-appoxrma 4O0f3

dealers. Volvo Penta also

supplies industrial engines

ranging from 75 kW to

655 kW for a varlet y
of

industrial applications

such as container hand

ling mining equipment

and power generation.

a-ý
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A GLOBAL GROUP 2013 BUSINESS MODEL

WORLD-CLASS SERVICES AND DISTRIBUTION
Distribution of net sales 2013

Strengthen customer Sales of hard

products
73% 73

relationships
Sales of soft products

services and aftermarket

products
27% 27

Many customers want long-term cooperation
around total solutions to execute

their work as efficiently as possible
with maximum profitability and reliability.

When
customers choose a sup- demanding transport and construction busi- Growing aftermarket business

plier
of vehicles or machinery nesses. A testament to the

strength
of the Volvo In addition to vehicles and machines the Volvo

the offering of supplementary Groups distribution and service network is
the Groups offering includes various types offinanc-services

combined with excel- market positions that have been attained. ing solutions insurance rental services spare

lent products is a crucial factor. parts preventive maintenance serviceagree-Customer
surveys show that the Volvo Groups Develop and increase interface ments assistance services and IT services. The

companies get high ratings
in terms of service with customers range

and flexibility of the offering means that the

and
spare parts availability

in most markets. As The majority
of Volvo Groups customers are solutions can be customized for each customer.

important as getting the customers vehicles and companies within the transportation or con- Since a large part
of the offering within the

machines back in operation quickly
is the way struction industries. The reliability

and
produc-

aftermarket business is requested as long as

customers are treated. This does not apply to tivity of the products are important
and in many products are being used they contribute tobal-just

a specific workshop instead customers must cases crucial to the customers success and ancing
the fluctuations in the business cycle for

be able to count on receiving
the same first-class profitability. A competent and professional

the Group. By strengthening the aftermarket

service wherever
they

are. dealer and service network which makes sure offering profitability and revenue sustainability

The Volvo Group offers such services as that customers vehicles and machines can be can improve
for the Group throughout thebusi-financing

and insurance various forms of ser- used to the maximum and are free from ness cycle.

vice agreements accessories and
spare parts.

unwanted stoppages is of vital
importance

for The strategy to increase sales
of services and

The Volvo Groups increasingly broad range
the Volvo Group and assists in strengthening aftermarket products

is an important element in

of these services and aftermarket products
is the Groups various brands. the Volvo Groups effort to achieve targets for

of ever-increasing importance
to the Groups The goal is that Volvo Group companies shall profitability and growth both in mature markets

competitiveness.
be regarded as number one in cus- and in the Groups new markets. During 2013 the

tomer satisfaction in terms of services and aftermarket products business soft

Strong market channels Pa_ý both
products

and services. products represented approximately
27% of

The Volvo Groups products are sold The Volvo Group shall the Volvo Groups net sales which was unchanged

7 A
and serviced through wholly- 4

also be number one compared to 2012.

owned as well as independent
when the dealers

dealers and service workshops.
customers

In order to attain a market posi-
assess customer

tion which is strong over the satisfaction.

long term good products are

not enough. Of at least equal

importance is a finely-meshed

ne wor o lea ers an

service points that can

_.ý__ _ uppo.rt customers_ in _ ý tl .

ý
-

a _ _ _ -
_
_

sq.
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In addition to products at the forefront in terms of fuel efficiency the Volvo Group

also offers training
and advice that can contribute to further fuel savings.

Fuel costs represent between
25% and 35% of total haulage firm By following these techniques operators can help

save money on

costs. At the same time the hauliers profit margins are
often

very
fuel increase overall productivity

reduce maintenance expenses

small which means that all savings
make an important difference.

and reduce the impact on the environment.

In order to succeed in cutting the haulage firms overall fuelcon-sumptionthe part played by the drivers is vital. Driver training
Efficient driving with Volvo Buses

courses in eco-driving
have

proven
themselves to be effective but Fuel costs represent approximately

20% of a bus operators costs.

without professional follow-up the results are often short-term. Volvo Buses offers a range
of services aimed at minimizing

fuel

That is why the Volvo Groups various businesses offer extensive consumption.
With the Fleet Management Report the customer

services in this area. Some of them are described below. can measure and follow up
each vehicles performance in terms of

fuel efficiency
and emissions. Volvo I-Coaching is a tool located on

Volvo Trucks Fuel Advice the dashboard in the bus which gives
instant feedback on driver

Volvo Trucks new Fuel Advice is a personal fuel advisor
whose behavior helping the driver to drive more economically and safely.

aim is to help hauliers cut their fuel costs while at the same time Volvo Buses also offers courses in Efficient DriverTraining.
In total

maintaining these improvements
in the long-term perspective.

these measures can deliver fuel savings
of about 10%.

The results are long-term with savings as high as 5%. Fuel Advice

consist of three modules

1 Fuel Coaching. The fuel advisors register and analyze each driv- Volvo Fueluel Advice

ers individual driving techniques.
The advisors provide practical

tips on how fuel consumption can be reduced as well as help

with
planning

and with structuring the necessary follow-up.
s .ý yý j _ ý.

1ý

2 Fuel Management Toolbox. Aweb-based toolbox with tools

that provide inspiration guidance
and practical information

about the best and simplest ways of working with fuel savings. ir

3 Fuel Management Support. The customers interface for con fý.ýtacts with his or her individual fuel advisor who is there to

answer questions and offer advice. i
x

Now
Fuel Advice is primarily targeted to small and medium sized corn-

h

7

panies and complements Volvo Trucks existing
FuelManagement..

Service which is primarily designed
for larger haulage firms.

3

Yr vYrý

Renault Trucks Optifuel

Renault Trucks offers customers the possibility for furtherincreas-ingthe
savings through its Optifuel solutions

which is a structured r
fin
aay

a

x

offer addressing four main areas

1 Configuration of the truck -
use the right technology i.e.Opti-driver

Optiroll Optitrack
and the right equipment i.e.deflec-tors

tyres for the transport application
at hand

2 Training the people
-
use Renault Trucks in-house training

program based on thirty years
of experience that enables fuel sýN .gý

savings up
to 15% across a whole fleet atý Y

f4

3 Monitoring the fuel consumption
-
use the right tool i.e. O ti-

s

l.

fuel infomax and Optifleet to manage drivers and trucks

4 Maintaining long-term performance
-
use the Renault Trucks

_ - __ __..ý_- --. service networks k ow ho and experience the Latesttec
ni._- _

w.

a
s

wcal innovations i.e. Optifuel Retrofit in order
to maintain fuel

efficiency throughout the trucks entire operational life.

Eco Operator from Volvo CE

EcoOperator
is a training program

from Volvo Construction Equip

ment that gives operators the practical
and theoretical knowledge

s

they need to become safer more efficient and extra environmentally

conscious while
operating equipment. No matter how fueleffi-cient

a piece of equipment is the operator
has a significant

effect

on fuel consumption and productivity.

The
program

teaches correct machine operation and maneuver.

ing as well as how to
plan

work in the smartest most efficient way.
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A GLOBAL GROUP 2013 BUSINESS MODEL

A HIGH-PERFORMING ORGANIZATION

Committed employees

The Volvo Groups vision is to become the world leader insustainable
transport solutions. A deciding factor in fulfilling this vision is our

employees and their knowledge and skills.

ncreased global presence new products product development
and to secure the access

new technologies demographic changes to competentemployees.r
and more rapid fluctuations in the global One example is the Academic Partner Pro

economy will lead to challenges
in the gram APP which is a systematic approach

for S s

supply of expertise
and resources. long-term cooperation

with selected

universi-tiesand research institutes in areas of special

Attracting
and

retaining competence interest. The
program

aims to provide the Group

The Volvo Groups ambition is to offer interest- with a picture
of
important

collaborativepart
ing opportunities and a unique company culture ners and to increase the Groups visibility to stu

that help us attract and retain the best people dents and researchers. The cooperation
with

whoever
they are

and wherever we do business. universities is also important
for

buildingcapa-Without
engaged employees who are willing bility and creating relationships with students

to take an active part in the Groups develop-
and

potential employees to secure access to

ment and future the Volvo Group will not suc- future competence.

ceed in
pursuing

its strategies. It is therefore There are two modules in
place

- Preferred

important that we attract the right expertise to Research Partners for collaborative research

continue the development
of environmentally projects

and Preferred Talent Partners for

7 -A.

enhanced products. The Volvo Group regularly recruitment purposes.
In total the Volvo Group r 3

maps the strategic competence needs and has 11 Preferred Talent Partners T andPre-annually
aggregate findings on a Group level to ferred Research Partners R in APP globally

identify
the most

important
future needs. National Institute of Technology Karnataka T

The Volvo Groups Code of Conduct pre-
in India EM

Lyon T and INSA Lyon R T in

scribes the minimum standard our employees France Tsinghua University Beijing T and

can expect
from their employer but also their Tongji University Shanghai T in China Chalm

own responsibilities. ers University
of Technology Gothenburg R T

r

r- _

University of Skovde R School of Business

A qualified talent pool Economics and Law Gothenburg T and

Multiple factors influence the availability of tal-
Malardalen University Vasteras/Eskilstuna R

C

fix
car ký

t.Y

ent for our industries. These included diminish- in Sweden and North Carolina State University

ing
interest in science technology engineering T and Pennsylvania

State
University R T in

and mathematics in some developed markets the U.S.

limitations in the educational system
in some

Pinq markets and the lo-term decline in competence development

the number of people in working age
in devel-

Investing
in the Groups employees is a funda

oped markets. mental part of staying competitive
sustainable

t

__
to order fo develo anct at raceacrafrfied tali and rofitabl ftieVolvo -Groou s training ro

ent pool for our industries the Volvo Group is grams are offered at all levels for employees

engaged in several initiatives such as the Volvo and the activities range
from traditional and

Step a one year
vocational

program training e-based training to individual
coaching

and -
_

program for unemployed youth in Sweden and mentoring.

vocational training schools in for instance South Individual competence development is based

America and Africa. on a personal business plan which provides

support for translating corporate strategic

Academic Partner Program objectives into individual
objectives

and contri

The Volvo Group is also involved in a compre- bution. The
purpose

is to ensure that employ W
ensive series of

cooperative
ventures with ees clearly understand their role in the teamh

research bodies and academic institutions to and what is expected
of them

advance the technologies needed for future--_--40
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A GLOBAL GROUP 2013 BUSINESS MODEL A HIGH-PERFORMING ORGANIZATION

VGAS 2013 - closing the gap to be reduced in Group Trucks Operations Group

high-performers Trucks Technology Group Trucks Sales and

Overall results for the Volvo Group Attitude Marketing EMEA IS/IT Finance and Human

Survey VGAS 2013 indicate high levels of Resources. This is a consequence of thetrans-employeeengagement across the Volvo Group.
formation the Group is undergoing.

With a new

-
It is very positive

that employee engage- organization and new ways
of working in place

% ment remains high during the organizational
the Group will be able to utilize its resources

4..

-all

ý
--

change says
Kerstin Renard Executive Vice more cost-efficiently. A majority of the personnel

President Corporate
Human Resources. reductions will be

implemented during 2014.

The Employee Engagement Index EEI for

Volvo Group remains stable at 76% favorable. Responsibility
when plants are closed

Meanwhile the external benchmark against
The Volvo Group strives to take responsibility

high-performing companies has moved
up

to also in times of restructuring.
When theEuro-77%.

The Performance Excellence Index PEI pean production
of
complete

buses wascon-capturing
if we have the right structures pro-

centrated to the main plant in Wroclaw Poland

cesses and collaboration in place increased to in mid-2013 operations
in the plant in Saffle

75% favorable from 74% in 2012. Sweden were discontinued.

J
ý

- We are closing the
gap

to the high perform- After the decision Volvo Buses was active in

x ing companies.
We need to improve our ability

to
creating

new
jobs

and providing support for the

correct customer problems quickly
but 73% of establishment of companies with

highexpan-all
employees now report

that their work
group

or sion potential
in the former bus plant. Agreements

AIL
fi

4
team regularly reviews their performance.

That is
regarding

establishment of operations in
the

6 percentage points above the global high-per-
Saffle plant were signed with contractmanu-forming

norm explains
Kerstin Renard. facturer Hanza and with Cellcomb whichdevel-The

top priorities
for employee engagement ops

and manufactures environmentally-friendly

f

1

relate to Leadership Vision Diversity
Inclu- disposable laminate products.

This
process

was

xsr
sion and Communication. implemented

in close collaboration between

It is critical that senior leaders clearly
Volvo Buses and Saffle municipality. Of the 328

s

-

v explain and communicate the reasons for mak- employees affected when Volvo Busesdiscon-ing
a decision. Consistent communication by tinued its operations in the Saffle

production
$J

leaders will reinforce employee confidence and plant by
the end of the

year
248 had got new

trust in our new direction says Kerstin Renard.
jobs

or had been offered occupational pension.
b

ý..a

The new leadership
effectiveness index has It is clear that our former employees

are

improved by
2
percentage points compared to attractive in the labor market. The competencyýk ns the results last
year.

With a 71% favorable
survey

we conducted combined with theoppor-result
for leadership effectiveness Volvo Group tunity for competency development alsocon-is

trailing
3 points below the exter- tributed to

increasing
the potential foremploy-nal9 percentage 9

high-performing norm. The effectiveness ees to secure new employment says Hakan

index captures a broader range
of leadership Karlsson Head of Business Areas at Volvo

behaviors that are critical for building employee Group which includes Volvo Buses.

Developing talents
engagement and performance.

Every manager is responsible for assessing
and

- All our leaders need to demonstrate that Training in Code of Conduct

developing
talent in the

organization.
The Leader-

we value diversity says
Kerstin Renard. This is A Group-wide training program

was launched in

ship Pipeline provides the Group with a structured

one area where we still have significant gaps to November 2012 to support the implementation

approach to developing and preparing present

high-performing norms. of the updated Code of Conduct. This training

leaders as well as potential
leaders for future roles.

helps our employees
and managers to reflect on

The Leadership Pipeline has been set up

Staff and support function rationalization their own attitudes and behavior in differentsit-jointly
with research institutes and is

based on

In the autumn of 2013 a Group-wide efficiency uations. Since the launch of the updated
Code

global research.
It is also designed to support

program was announced. It is based on activi- of Conduct 23513 white-collar employees out

the Volvo Groups culture and values as well as
ties related to the pteTntation 01 Me ProupS of aro n OO

the strategic objectives.

strategies and which will be
implemented

in based training._2014 and X015 Stec deailed_anaisý-tte All ýmýles vithe uýLý2Sar2ýaýce

Diversity enhances innovation
consequences of the

program
the estimate is expected and encouraged to report suspected

To create the dynamics required
to succeed at

that approximately 4400 white-collar employ- violations of the Code of Conduct to their direct

a global
level the Volvo Group needs to recruit

ees and consultants will be affected by person- superiors or managers of their superiors. Tosup-and
retain a broad spectrum of employees with

nel reductions including previously announced port this a Whistleblower procedure is available.

different backgrounds experience
and

perspec-

2000 within staff and group support
functions. Read more in the Volvo Groups Sustainability

tives In the Volvo Group diversity is considered

White-collar employees worldwide will primarily Report 2013.

to be a catalyst
for innovation and a source of

competitiveness
and profitability. By expanding

Key figures 2013 2012

Number of permanent employees at year-end
95533 96137

the knowledge base skills and understanding

the Group becomes more responsive
to cus-

Number of temporary employees and consultants 14794 13452

tomer needs and it strengthens the Groups
Share of women % 17 17

market
position. Diversity and inclusion have

Share of women Board Members 10 17 14

long been prioritized within Volvo.
Share of women Presidents and other senior executives % 19 20
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THE VOLVOWAY

%ILI

In partnership
with Sida and USAID the poverty says

Charlotte Petri Gornitzka

Volvo Group will introduce vocational Sidas Director-General.

training schools for mechanics and vehi- By contributing expertise
manuals

cle operators
in ten African countries. products and exchanges the Volvo

The Volvo Group views
its corporate culture as a

The aim is both to create a market for the Group is helping
to build

up
a pool of

unique asset since it is difficult for competitors
to Groups products

and to promote growth
mechanics that is required for future sales

copy. By applying and strengthening
the expertise in these countries of its products

in these countries. The

and culture we have built
up

over the
years

we can - By the training
schools we are con- Groups contribution to the vocational

achieve our vision.
tributing

to local financial development as trainings amounts to SEK 30 M.

The Volvo Way shows what we stand for and aspire
our business grows.

This is a win-winsit-to
be in the future. It lays the foundation fordevelop-ingthe Volvo Group into the worlds leading provider

uation made
possible by a public-private

Sustainable business

artnership says
Volvos President and The schools will be the continuation of a

of commercial transport
solutions. It is a recipe for

p

success in which we strongly believe. It expresses the
CEO Olof Persson. pilot project

that the Volvo Groupcon-culture
behaviors and values shared across the Volvo

ducted through Volvo Construction

Group.
Ten countries Equipment in partnership

with Sida in

The Volvo Way is based on the conviction that In partnership
with the Swedish Interna- Addis Ababa Ethiopia

where avoca-everyindividual has the capability and the determina-
tional Development Cooperation Agency tional school received extra resources to

tion to improve our business operations
and the

Sida and the equivalent United
States train mechanics for constructionequip-desire

to
develop professionally.

Agency for International Development ment. Due to Volvo CEs participation in

The Volvo Way is the
lively dialogue between lead

ers within teams and among colleagues
around the

USAID the Volvo Group will introduce the
project

the students have gained

vocational training schools in ten African access to modern machinery.
world. This is the

way we conduct business and

deliver results. This is how we partner with customers
countries over a period

of five
years

The training
schools will be set

up
in

and suppliers how we work and change
and how we commencing in 2014. In consultation with countries that are both business-critical for

build the future together.
local authorities the Volvo Group Sida the Volvo Group and eligible

fordevelop-and
USAID will

design
and finance voca- ment grants from both Sida and USAID.

tional trainings
in which students can be-

- A sustainable development within

come mechanics and learn to operate social financial and environmental

HUMAN RIGHTS IN OPERATIONS
vehicles trucks buses and construction dimensions is

something
that we see as

The Volvo Groups position on human rights is equipment.
a necessary prerequisite for long-term

reflected in the Code of Conduct. It includes
- The generation of decent jobs gives profitability. By training local labor to sell

Non-discrimination
people the ability to support

themselves drive and serve our products
we are

Non-tolerance of forced labor

in the long
term. By working in public-pri- broadening our own market and at the

vate partnerships we can generate
more same time contributing to sustainable

Non-tolerance of compulsory or child labor

resources for sustainable development growth
in the countries in which the

Freedom of association
and contribute together in actions against

Volvo Group is active says
Olof Persson.

The right to collective bargaining

The right
of

all employees
to a healthy and safe

work environment x

Working hours and compensation.

II

I ý
ý

ý
F
ý
.

l

_.

4

tl

Geographic distribution of employees

Europe
55%

North America 17%

t

South America 6%

Asia 19%

Other countries 3%
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A GLOBAL GROUP 2013 BUSINESS MODEL

INDUSTRIAL STRUCTURE

Global industrial

structure Employees worldwide 2013

17%

The Volvo Group has an established and
strong

position
in Europe North America and South

ýs-F

America. Through the acquisitions
of UD Trucks

and Lin gong SDLG and the
cooperation

within

trucks and buses with India-based Eicher Motors

the position has been strengthened
in many

markets in Asia. Through its acquisitions the Volvo

Group has also established a global
industrial

structure with manufacturing as well as sales and

distribution channels on all continents.

6%

Share of employees

Major production facilities
South

A.merica

Employees 16397 6275

0 Eicher

Mack Macungie US

o Renault Trucks

V UD Trucks

40 Volvo
New River Valley US Curitiba BR

Engines and transmissions Hagerstown US Curitiba BR
mss

Construction Equipment
Shippensburg US Pederneiras BR

St Claire St Eustache CA
Curitiba BR

Buses
Mexico CityMX Plattsburgh US

Volvo Penta Lexington US

Ownership _ 50%
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1

19%

s ie

55%

3%

Other markets

52334 17953 2574

Pithampur IN

Brisbane AU

Blainville Bourg-en-Bresse FR Kaluga RU Durban ZA

NBangkok TH Peetoria ZA
Ageo JP Hangzhou C

Goteborg
Umea SE Gent BE Kaluga RU Bangalore IN Bangkok TH Brisbane AU Durban ZA

Koping Skovde SE Venissieux FR Ageo JP Pithampur IN

Arvika Bracts Eskilstuna Hallsberg SE Konz-Konen Changwon KR Shanghai Linyi CIA

Hameln DE Belley FR Wroclaw PL Kaluga RU Bangalore IN

Boras Uddevalla SE Wroclaw PL Bangalore IN Shanghai CN

Goteborg Vara SE Shanghai CN
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A GLOBAL GROUP 2013 BUSINESS MODEL

EFFICIENT PRODUCTION AND RESPONSIBLE SOURCING

Cornerstones of the Groups

manufacturing operations

Environmental economic and social sustainability is a long-standing
cornerstone of the Volvo Group

business. We have
adopted

and developed tools processes
and production systems to help us set a

global standard of excellence and guide our employees on responsible behavior.

Global standards ment and improvement chemicals energy con- Energy efficiency

An
important

tool is the Volvo Production Sys- sumption emissions to air and water and waste Our ambitions to increase
energy efficiency

tem VPS which is used for many processes management. To ensure compliance environ- and attain carbon neutrality are important
both

throughout the organization including product
mental audits have been conducted group-wide in terms of environmental and economicsus-developmentbusiness services and logistics. since 1989. tainability.

The Volvo Group was the firstauto-VPS
is a way of working with the minimum re- All our wholly-owned production

sites have motive manufacturer to participate in the WWF

sources necessary and
using

methods that certification for the ISO 9001
quality manage- Climate Savers program. Since 2009 we have

streamline
operations

and minimize productivity ment system. 94% of our production is certified reduced carbon emissions from our operations

losses. It includes tools for measuring and improv-
in accordance with the ISO 14001 environmen- by

13%. This is already in excess of the 12%tar-ing
workplace safety

health and well-being. tal management standard and 37% in accord- get we are committed to achieving by
2014.

As employees influence the quality of prod- ance with the OHSAS 18001 international Focusing on energy saving
has a clear impact

ucts and services we deliver transparency and standard for occupational health and safety. on the Groups financial results. For example at

clear communications with cross-functional The Groups New River
Valley plant

in Virginia our cab paintshop in Blainville France an energy

teams are equally important aspects of VPS and Macungie plant
in Pennsylvania U.S. have reduction plan

saved 320000 euros between

Quality safety and environmental care are both
gained

ISO 50001 certification
-
the leading

2011 and 2013 equating to an average annual

our corporate core values and are embedded in international certification program
for

driving
reduction of 4513 MWh of energy and a 1170

our sustainability approach.
At each production continuous improvements

in
energy efficiency. ton reduction in CO2 emissions.

unit we have quality coordinators safety
dele- Both

plants
are also certified to the top U.S.

gates and environmental coordinators and we energy specification
- the Superior Energy

Per- Carbon-neutral manufacturing

measure monitor and
continuously improve our formance SEP. Volvo CEs factory in Braas Sweden wascerti-performance.In 2013 there were 15 licensable facilities in fied carbon neutral at the end of December

The Volvo Group conducts manufacturing
in Sweden. There is a continuous review of the envi- 2013 becoming the first constructionequip-18

countries worldwide. All production facilities ronmental permits
but no environmental permits ment production facility

in the world to bepow-complywith prevailing legislation and our mini- need to be renewed in 2014. During the year ered entirely by
renewable

energy.
This was the

mum requirements for environmental manage- there were no major environmental
incidents. culmination of collaborative efforts that began

back in 1999 and involved the local
energy

- -
ý

-

Vlt

M k

_

-x

c
to

Our Braas factory in Sweden is the worlds first carbon-neutral production facility for construction equipment.
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supplier Vaxjo Energi
Volvo CE and the local ethics social justice

and environmental issues PRINCIPLES

community.
In the Volvo Groups truck

opera- affecting our supply
chain. During the year we

Volvo Production System VPS and Operational

tions it was the plant in Ghent Belgium which conducted training
in Ageo in Japan Shanghai

Development OD are aimed at

set the standard for carbon-neutral industrial in China Bangalore in India Eskilstuna in

manufacturing in 2007. And
just as Ghent Sweden and Greensboro Hagerstown and

Improving processes

became the first carbon-neutral facility in the Shippensburg
in the U.S. - covering 60% of the

Delivering results

automotive sector Braas too became the first in total number of purchasers. Developing people.

its industry.

Ethical assessment

Responsible sourcing In line with general automotive industryprac-The
Volvo Groups responsible sourcing pro- tice the Volvo Group uses a self-assessment

cesses aim to reduce the risk of incidents that approach
to evaluate supplier performance

and

may interrupt our supply
flow or damage the compliance with our ethical requirements.

Groups reputation
build

long-term
relation- 87% of all

suppliers
that completed the

ships
with suppliers and meet growing cus- assessment during 2010-2013 passed

it. 68%

tomer expectations. of suppliers from countries considered to be

Since 1996 the Volvo Group has consistently high
risk from a CSR perspective completed

increased supplier requirements on environmen-
the self-assessment of which 87%

passed.

tal issues business ethics and social
justice.

Our Some 72% 66 of the Volvo Grouppurchas-supplier
requirements

are based on the princi- ing spend of direct material derives fromsuppli-ples
contained in the Groups Code of Conduct ers that completed the self-assessment during

which is reviewed and updated regularly 2010-2013.

In 2013 we created a new CSR Supply Chain
The main reason for not passing was a lack

Steering Group which oversees the Volvo Group of
adequate systems to enforce our CSR and

CSR Supply Chain Network which has been in sustainability requirements
down the chain to

place since 2007. Both include representatives sub-contractors. Others failed due to a lack of

from all the Groups purchasing organizations. compliance processes.

The steering group
members are drawn from We publish an annual plan covering supplier

each purchasing organizations management processes
and systems communicationmeas-team

as well as the chair of the Groups CSR urement and targets evaluation process and

and Sustainability Committee. benchmarking.

We also launched a series of global CSR Read more in the Volvo Group Sustainability

roadshows to train purchasers on business Report
2013.

More than 94% of our automotive

products spend is
with ISO 14001 or

equivalent-certified suppliers.

317

ý
iR

l TSIýt

Our U.S. truck assembly plants New River Valley
and Macungie are bothSEP-certified

the top U.S. energy specification
at platinum level - the highest possible.
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f 2013

GLOBAL STRENGTH

IN A CHANGING

Since the streamlining towards commercial vehicles was

initiated more than ten years ago the Volvo Group has grown

into one of the worlds largest manufacturers
of heavy-duty

trucks buses and construction equipment and is today also

a leading
manufacturer of heavy-duty diesel engines

and

marine and industrial engines.

During
this time a number of acquisitions have been made which

have brought economies of scale and increased geographical

reach. Volvo Group
has during this time also successfullyestab-lished

itself outside its historical markets of
Europe

and North

America and gained a strong foothold in the growing markets of

Eastern Europe South America and Asia. During 2013 the markets

outside of Western Europe and North America accounted for 45%

of the Groups total sales compared with 16% in 2000.
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The Volvo Groups larger acquisitions and divestments

1998 Acquisition
of the excavator operations of Samsung 2007 Acquisition of Ingersoll

Rands road
development

division.

Heavy Industries. 2008 Formation of
joint

venture with Eicher Motors of India

1999 Sale of Volvo Cars to Ford.
within trucks and buses.

2001
Acquisition

of the truck manufacturers Mack and 2012 Acquisition of the French vehicle manufacturer Panhard.

Renault VI. 2012 Divestment of Volvo Aero to the British company GKN.

2003 Acquisition
of Bilias European truck and construction 2012 Increase to just over 25% ownership

in engine

equipment
dealers. manufacturer Deutz.

2004 Acquisition of remaining 50% of the Canadian bus 2013 Agreement to acquire 45% of Chinese truck company

manufacturer Prevost. Dongfeng Commercial Vehicles.

2006 Acquisition of Japanese Nissan Diesel 2013 Agreement on acquisition of hauler business from Terex.

Now UD Trucks started. Completed in 2007. 2014 Divestment of Volvo Rents in North America.

2007
Acquisition

of 70% of Chinese wheel loader

manufacturer Lingong SDLG.

Strong positions
Distribution of net sales by geography 2013

One of the worlds largest
manufacturers of trucks buses and

construction
equipment. Europe 39%

A leading independent supplier
of marine and industrial North America 23%

engines. South America 11 %

One of the worlds largest
manufacturers of heavy-duty diesel

Asia 20%

engines. o
Rest of the world 7%

Strong brands.

Good market
presence globally.

Distribution of the Groups net sales 2013

Trucks 65%

Group market shares Construction Equipment

2013 2012

Buses 6%

Heavy-duty trucks

Volvo Penta 3%

Europe 30 24.3 25.7

In India Eicher has a Customer

Finanparticularlystrong

North America 18.8 18.3 position within Other 3%

medium-duty trucks

Brazil 20.0 18.2
with a market share

Japan 18.7 17.5 of 30.4% 31.4.

India 4.4 3.9

Australia 22.2 21.4

South Africa 23.9 23.5

Volvo Group net sales SEK bn
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A GLOBAL GROUP 2013 GROUP PERFORMANCE

DEVELOPMENT BY CONTINENT

CHANGE-OVER TO NEW

PRODUCTS

2013 was characterized by
extensive renewal of the Volvo

Groups products
with brand-new truck series from both

Volvo and Renault Trucks new bus models and the transition

from the Euro 5 to Euro 6 emission regulations.
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Renault Trucks took advantage of the switch to the Euro 6

ýýaýa standard to totally renew its entire range.
This renewal

-
c t

was the object of an investment by the Volvo Group of

over EUR 2 billion and the most stringent testing Renault ..
5
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Trucks has ever carried out.
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Varying market conditions. In 2013 Restructuring of the truck operations

the heavy-duty truck market in Europe On January 1 2013 the Volvo Group introduced

30 EUs 28 Member States plus Norway and a new organization for its sales and
marketing Volvo Group in Europe

Switzerland increased to 240200 heavy-duty
of trucks in Europe the Middle East and Africa

Net sales SEK 105320 M 111606

trucks compared with 221800 in the preceding EMEA. The
reorganization

aims to capitalize Share of net sales 39%37

year
with a positive impact from a number of more effectively on opportunities for the Groups Number of

employees
52334 53434

customers primarily
in the second half of the brands and products

and to lower costs. The Share of Group employees
55% 56

year choosing
to
prebuy

new trucks before the reorganization
also entails an optimization

of Largest
markets France the UK

transition to the new Euro 6 emission regula-
the dealer and service networks in Eastern and

Sweden and Germany.

tions. These new regulations
entail considera- Central Europe was carried out with the aim to

ble reductions in nitrogen oxide and
particulate considerably increase the service availability

emissions as well as a price
increase by truck primarily

for Renault Trucks. The number of ser- Market development heavy-duty

manufacturers to offset the more advanced vice
points

is expected to increase by
30-40% trucks Europe Thousands

technology required.
for Renault Trucks and

by
10% for Volvo in this

The European market for construction equip- part
of
Europe.

ment measured in number of machines sold de- In October a strategic
decision was made to

clined
by
4% in 2013 compared with the preced- implement changes in the European truck

ing year.
The market showed signs of stabilizing manufacturing operations in order to increase

at low levels in the autumn. efficiency and strengthen competitiveness.
The

The European bus market in 2013 was at the goals are to
gradually

over the next two years

same low level as in 2012 with continuous price
relocate the cab trim operations

from Umea

pressure as a result. to Gothenburg Sweden to concentrate the
09 10 11 12 13

The market for leisure boat engines
remained

manufacturing
of heavy-duty trucks to one

165 179 242 222 240

very weak while the performance
of industrial assembly line in Gothenburg and toconcen-engineswas better for example due to higher trate the assembly of medium-duty trucks to

demand for diesel-powered gensets in Western Blainville France.
Market shares in Europe

Europe.

heavy-duty trucks %

Upgrade of bus program

Decreased market shares in During
the

year
Volvo Buses entire product

heavy-duty trucks program
underwent a major upgrade.

The most

The performance
of the Groups truck

opera- significant change was the three brand-new

tions was split in terms of market shares in Euro 6
engines.

The model
program

was also

2013. Volvo strengthened its shares boosted strengthened with a new hybrid
articulated bus L

by the strength of its new products that were with fuel consumption
that is

up
to 30% lower

12 13 12 13

available with both Euro 5 and Euro 6 engines. than current diesel models. Volvo Buses also
156 163 10.1 8.0

Volvo held a market share of 16.3% 15.6 in the started field tests with its first plug-in hybrids
in

heavy-duty segment. Renault Trucks market Gothenburg in May.
The

technology
means that

Volvo Renault Trucks

shares in
heavy-duty

trucks declined to 8.0% energy consumption can be reduced by a full

10.1 one of the reasons for which was the 60% compared with current diesel buses.

transition to the new trucks which were only
Market development construction

available for customers to test at the end of the New engines from Volvo CE and equipment Europe Thousands

year.
The Groups total market share in

heavy-
Volvo Penta

duty trucks amounted to 24.3% 25.7. During the year Volvo
CE introduced engines

that meet the new emission requirements in

New trucks and new engines both North America and Europe Tier 4 Final/
000

Starting with the Volvo FH in autumn 2012 Stage IV. The engines improve
fuel economy by

the Volvo Groups truck operations underwent an up
to 5% compared with earlier models and

extensive
process

of product renewal
in 2013 reduce total running costs.

with the launch of brand-new Volvo FM Volvo Also Volvo Penta has upgraded its industrial

Volvo F-L and Volvo In May o vo intro- engines an a tull series from b liter up to

09 10 11 12 13

duced new trucks with a Euro 6 engine program liter with Tier 4 Final/Stage
IV
technology

will

76 94 125 122 118

engine to the heavy-duty
13-liter version. In June

Renault Trucks presented a new comprehen- Volvo CE opened an excavator

sive truck
program comprising

its T K C and D plant in Russia

series for long-distance haulage construction As the second largest
market in Europe Russia

and distribution. is one of Volvo CEs core regions for long-term
In the autumn production was more and more growth. In May Volvo CE opened a 20660

switched over to the new trucks at the same time
square

meter excavator plant
in Kaluga in Rus

as the European system gradually changed to sia. The plant represents
a SEK 350 M invest y

Euro 6 engines primarily for Volvo Trucks. This ment and has been developed using technology s
r a

led to greater complexity and higher
costs for to reduce carbon emissions. It

is the Volvo CEs

production since both the old and new genera-
first plant in Russia. Volvo Penta is aworld-leading supplier

tions of trucks were manufactured in parallel.
of engines and complete power systems

The launch of the new products also entailed
for marine and industrial applications

higher costs.
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A GLOBAL GROUP 2013 GROUP PERFORMANCE

DEVELOPMENT BY CONTINENT

POSITIONS
ADVANCED

in

North America is the Volvo Groups second largest
market.

Demand in 2013 was relatively stable in line with

the slight recovery
in the U.S. economy.
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Volvo VN the family of premium long-haul sleepers
and

daycabs offering maximum driver comfort performance

and unsurpassed safety
will also become available with -

56 an engine that runs on DME.



Decline in truck market. In 2013 the Volvo CE opened in Shippensburg

total market for heavy-duty trucks in The North American market for construction

North America declined to 236300 trucks
equipment displayed

a stable performance during Volvo Group in North America

compared with 249600 in the preceding year.
the

year.
In total the market measured in num-

Net sales SEK 63088 M 71101

Demand was relatively weak during the first six her of machines sold increased by 2% com- Share of net sales 23%24

months of the
year

but improved slightly over pared
with 2012. However Volvo CEs deliveries Number of employees 16397 16569

the course of the
year supported by a slight in North America fell

by
23% to a total of 5240 Share of Group employees

17% 17

recovery
in the U.S. economy an improvement

machines in 2013 6782. Demand for Volvo Largest
markets The U.S. Canada and

in the construction cycle
and a continued wide- machines strengthened

in 2012 as a result of
Mexico.

spread replacement
need in the highway truck rental firms renewing

their machine fleets. The

segment. scope
of these measures declined in 2013 which

led to lower deliveries for Volvo CE.
Market development heavy-duty

Successes due to attractive products In March production of the first U.S.-manu-
trucks North America Thousands

In 2013 the Volvo Group increased its market factured L60-L90 wheel loaders began at the

share in North America. The combined market plant
in Shippensburg Pennsylvania.

Volvo CE

share in the heavy-duty segment was 18.8% has invested a total of USD 100 M in the facility

18.3 on the back of a competitive customer which also
produces

road machinery.

00000
offering of trucks equipped with engines

and Volvo CEs SDLG brand was introduced among

transmissions that provide
considerable fuel sav- selected dealers in the North American market

ings improved drivability
less wear and improved during

the
year.

Two wheel loader models were

safety. The new drivelines have meant that an in- initially
launched the 11-ton LG958 and 17-ton

creasing number of customers opt for Volvo LG959. 09 10 11 12 13

Group engines. In 2013 87% 79 of Volvo trucks
118 142 216 250 236

sold in the U.S. and Canada were equipped
with Hybrid bus success

Volvo engines. The vast majority
of Mack trucks The North American market for both city buses

are equipped
with the Groups Mack engines. and coaches remained weak as a result of the

Market shares in North America

The high demand for the Groups automated budget restrictions in many cities but there
heavy-duty trucks

lo

mechanical transmissions Volvo I-Shift and Mack were indications of recovery
in the market in the

mDRIVE continued in North America. Volvo second half of the
year.

The Volvo Groupdeliv-Trucks
introduced its I-Shift transmission on the ered a total of 1752 buses in North America

North American market in 2007 and at the start down 4% compared with 1826 buses in 2012.

of 2013 it was announced that the transmission Volvo Buses North American subsidiary

would be standard on all trucks with Volvo engines
Nova Bus secured an order for 475 hybrid

built for the North American market. During 2013 buses to Quebec Canada. This is the single

69% 59 of trucks with Volvo engines in North largest
order for hybrid vehicles for the Volvo

12 13 12 13

America were equipped
with I-Shift. Since I-Shift Group to date. The order also includes an option 10.4 10.9 7.9 7.9

is only available together with
Volvo engines this for a further 1200 vehicles. Nova Bus also

Volvo Mack

also helps promote sales of the companys own received an order for 414 low floor city buses

engines.
mDRIVE was introduced in Mack prod- from MTA New York City Transit

with an option

ucts in 2010 and in 2013 it was installed in 40% for an additional 700 buses.

27 of all Mack highway trucks. In November Nova Bus and the Montreal pub- Market development construction

lic transport authority
Societe de transport

de equipment North America

Improved drivelines Montreal STM signed an agreement on an
Thousands

During the year Volvo expanded the XE - Excep- electrification project
for the public transitsys-tional

Efficiency
- driveline concept with the tem of the city formalizing the intention oftest-launch

of XE11 for its 11-liter engine.
XE11 is ing three Nova LFSe electric buses and two

available for the Volvo VNM and Volvo VNL mod- charging stations.
The goal is to have thenoise-els

and improves
fuel efficiency by up

to 3%. XE less and emission-free buses operational
for

drivelines form an integrated component com- demonstration in the third quarter
of 2015 and in

prising a Volvo engine regulzrtraffrc-for-th-ree-gears begi

optimized
axle ratio and

proprietary
software that Montreal will be the first city in North

America to

T_ _. maLcesý o.ssilale._tn

09 10 11 12 13

ýPduca__engioe_iDin-whe11. ak Q in t tgIy ityMobif Program.

driving at high speeds a
concept

Volvo calls During the year
Volvo Buses other North

downspeeding. Volvo introduced XE drivelines American subsidiary Prevost secured an order

for its 13 and 16 liter engines in North America for 300 commuter buses to New York
City.

in 2012.

During
the

year
the company announced that AB Volvo to sell Volvo Rents

all model
year

2014 Volvo engines would also be in North America

more fuel efficient as a result of improved engine
In December 2013 the Volvo Group signed an

components. Customers purchasing trucks with agreement to sell its North Americanconstrue
11 13 or 16-liter engines

will notice a fuel saving tion equipment
lease operation Volvo Rents for

of 0.5-2% which entails considerable savings approximately
SEK7.0 billion. The transaction was

for both large and small trucking companies. completed on January 31 2014. The divestment

During the
year

Volvo Trucks became the first is in line with the strategic
effort to focus on the

manufacturer to announce plans
to commercial- core business. Volvo CE will continue to sell Mack TerraPro Low Entry is

the

be dimethyl ether DME-powered heavy-duty products
to Volvo Rents under the new ownership. most versatile Mack truck the refuse

commercial vehicles in North America. industry has ever seen.
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A GLOBAL GROUP 2013 GROUP PERFORMANCE

DEVELOPMENT BY CONTINENT

STRONG PERFORMANCE IN

BRAZIL
After weakening in 2012 the South American truck market

strengthened in 2013 primarily as a result of the favorable

trend in Brazil. The Volvo Group reported its best year to

date in South America in terms of truck deliveries.
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Volvos hybrid buses are increasing their presence all

58
over the South American continent.
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Volvo
strong

in improved truck market The total heavy
bus market in Brazil amounted

The South American market for heavy- to 4200 buses 4400. With a market share of

duty trucks increased to 151500 trucks in 19% 25 Volvo Buses is the third largest bus Volvo Group in South America

2013 compared with 145500 the
year

before. brand in heavy
buses in Brazil. In all of South

Net sales SEK 29758 M 29164

Brazil is the largest market by far in South America Volvo Buses deliveries decreased by Share of net sales 11% 10

America and accounted for 69% of the total 5% to 2434 vehicles 2560. Number of employees 6275 5977

market in the
region.

In 2013 the total Brazilian There is a clear trend towards electromobility Share of Group employees 6%6
market for heavy-duty trucks rose by 19% to in South America with interest in hybrid and Largest markets Brazil Peru Chile

103800 trucks compared with 87400 trucks electric vehicles. Volvo Buses secured a break-
and

Argentina.

in 2012 positively impacted by the slightly through
order in the region for 200 hybrid buses

improved trend in the Brazilian economy a for Bogota in Colombia. The buses will form part

good crop season and support from a favorable of the citys
Bus

Rapid
Transit system TransMile-

Market development heavy-duty

known

trucks South America Thousands

government financing for purchases of trucks nio. It was also significant that the ordercom-as
the Finame

program. prised a total solution that includes completevehi-cle
maintenance and the access to hybrid battery

Increased market shares in Brazil capacity at a fixed monthly
cost.

Volvos success in the Brazilian marketcontin-ued
in 2013. In the segment for trucks above 16 Volvo CE expands production in Brazil ham s

tons the market share in Brazil rose to 20.0% Following the two good years
in 2011 and2012

compared with 18.2% in 2012 and 17.1% in 2011. the trend in the construction equipment market

Volvo has gained market share continuously
in continued to be good in 2013. In total the market

recent
years.

In 2010 the market share was increased by 4% in 2013 compared with 2012.
86

10 11 12 13

86 139 148 146 152

15.0% and in 2009 it was 13.3%. However Volvo CEs deliveries in South

Volvo has also strengthened
its
position

in the America declined by
9% to 3568 machines in

medium
heavy-duty segment in recent

years
2013 one of the reasons for which was the

Market shares heavy-duty trucks

due to the success of the Volvo VM and had a weaker demand from the mining industry.
Brazil lo

market share of 12.0% in 2013. The new Volvo Manufacturing
of SDLG excavators began in

VM line for Latin American was introduced in August in a new plant
at Volvo CEs facility in

F-1
I

August 2013 at an event in Trancoso in the Pederneiras Brazil. Four crawler excavatorsbe-Northeast
of Brazil. The offering was further tween13.8 and 24.3 tons will

initially
bemanufac-enhanced

with a new cab exterior several new tured. SDLG excavators have been sold in Brazil

models and the I-Shift automated gearbox.
for more than four

years
and during this period

the company has established itself as one of the
09 10 11 12 13

Greater interest in electromobility leading suppliers
in the value

segment.
13.3 15.0 171 18.2 20.0

The South American bus market improved dur- During
the

year
Volvo CE also decided to

ing
the

year.
In Brazil the market was positively

consolidate its production capacity
in the

affected by Finame and procurement
for the Americas by relocating

the manufacturing of Market development construction

World Cup.
Interest in Bus Rapid Transit solu- Volvo-branded backhoe loaders from Tultitlan equipment South America

tions remains high in the region. Volvo
Buses Mexico to Pederneiras Brazil. The first backhoe Thousands

sold 190 buses to San Salvador. The buses will loader manufactured at the
facility

inPeder-operatein the citys
BRT

system.
neiras left the plant

at the end of October. tV

/0000

Fi

09 10 11 12 13

21 35 42 44 46

Volvo construction Equipment

has its
South American production

located in Pederneiras in the

state of Sao Paulo Brazil.
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