
4Quarter

volvo group
RepoRt on the fouRth quaRteR  

and full yeaR 2012

   In the fourth quarter, net sales 
decreased by 17% to SeK 71.8  
billion (86.5). adjusted for currency 
movements and acquired and 
divested units, sales decreased  
by 12%.

  the fourth quarter operating income 
amounted to SeK 1,121 M (6,955) 
including restructuring charges of 
SeK 990 M and a positive impact  
of SeK 254 M from the divestment 
of Volvo aero.

  operating margin in the fourth  
quarter was 1.6% (8.0).

  In the fourth quarter, basic and  
diluted earnings per share was  
SeK 0.39 (2.33).

  In the fourth quarter, operating cash 
flow in the Industrial operations was 
positive in an amount of SeK 4.7 bil-
lion (10.7) primarily driven by a SeK 
5.4 billion reduction in inventories. 

  net financial debt reduced by  
SeK 12 billion and equal to 29% of 
equity in the Industrial operations.

  the Board of directors proposes a 
dividend of SeK 3.00 per share (3.00).

   Volvo Group to become world’s larg-
est heavy-duty truck manufacturer 
following strategic alliance with  
Chinese company dongfeng  
Motor Group.

fourth quarter year

2012 2011 2012 2011

net sales Volvo Group, SeK M 71,793 86,507 303,647 310,367
operating income Volvo Group, SeK M 1,121 6,955 17,622 26,899
  operating income Industrial operations, SeK M 731 6,688 16,130 25,930
  operating income Customer finance, SeK M 390 267 1,492 969
operating margin Volvo Group, % 1.6 8.0 5.8 8.7
Income after financial items, SeK M 660 6,390 15,355 24,929
Income for the period, SeK M 841 4,798 11,258 18,115
diluted earnings per share, SeK 0.39 2.33 5.44 8.75
operating Cash flow in Industrial operations, SeK Bn 4.7 10.7 (4.9) 14.1
Return on shareholders' equity, rolling 12 months,% 12.9 23.1
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ceo’s comments  
fInanCIally StRonG In  
a weaK woRld eConoMy

In the fourth quarter the Volvo Group’s net 

sales declined to SeK 71.8 billion (86.5) as a 

result of lower economic activity in many of 

our markets and a continued uncertainty 

about the future direction that makes our 

customers more cautious. however, overall 

we have maintained our market positions 

with some regional variations. operating 

income declined to SeK 1,121 M (6,955).

for the full-year 2012, the Volvo Group’s 

net sales amounted to SeK 303.6 billion 

(310.4) with an operating income of SeK 

17.6 billion (26.9) and an operating margin 

of 5.8% (8.7). 

our main focus in the quarter was to 

reduce inventories to bring them in line with 

current sales levels, which we accomplished. 

the inventory decreased by SeK 5.4 billion, 

contributing to a positive operating cash 

flow in the Industrial operations of SeK 4.7 

billion. I am also pleased that we strength-

ened the Group’s financial position, with net 

financial debt in the Industrial operations 

being reduced by SeK 12 billion, bringing the 

financial net debt to equity ratio down to 29%. 

the Board of directors proposes a dividend 

of SeK 3.00 per share for 2012, compared 

with SeK 3.00 per share the preceding year.

In the fourth quarter operating income 

was affected by considerable under absorp-

tion of costs in the industrial system amount-

ing to approximately SeK 1.7 billion as pro-

duction cuts were implemented in a more 

rapid pace than we were able to reduce cost 

levels. In total, headcount in production was 

reduced by about 2,000 people during the 

quarter. earnings were also negatively 

affected by non-recurring items in a total 

amount of SeK 0.7 billion and by targeted 

marketing activities to reduce inventories.

furthermore we are currently investing 

heavily in research and development as we 

are in late stages of one of the biggest prod-

uct renewals and product range extensions 

in the Group’s history. among the projects 

are the new Volvo fh series, a completely 

new Renault trucks range, a new range of 

trucks for the lower price segments in 

emerging markets, a new medium duty 

engine range as well as R&d euro 6 for 

trucks and buses and tier 4f for construc-

tion equipment and Volvo penta. Related to 

the product renewal we have also incurred 

costs in sales, production and aftermarket 

support.

Restructuring to improve  

efficiency in Trucks

on top of the busy product launch schedule, 

we are taking a number of actions to improve 

efficiency and reduce costs in line with  

our strategic objectives. the previously 

announced program to reduce headcount in 

Japan was implemented and almost 1,000 

employees have left the company. In January 

of this year we also announced a program to 

consolidate the industrial footprint in Japan 

in order to improve overall efficiency.

In europe the reorganization of the sales 

and distribution channel is currently in an 

intense phase. the objective is to reduce 

overall cost and improve efficiency while at 

the same time improve the service and after-

market support for our customers. we are 

mainly restructuring Renault trucks’ dealer 

network in Central and eastern europe and 

moving into one distribution and aftermarket 

channel for both Renault trucks and Volvo. 

when the reorganization is completed, it will 

increase the number of service points in 

europe by about 50% for Renault trucks 

and by 15% for Volvo while at the same time 

improve the service quality for our custom-

ers. the cost for the total program is 

expected to be SeK 800 M, of which SeK 

600 M was recorded in this quarter and the 

remaining amount is expected 2013. apart 

from the improved aftermarket support for 

our customers, it is expected to generate 

annual savings of about SeK 600 M with full 

effect from 2014.

In the fourth quarter demand for trucks 

continued to be subdued and we saw orders 

coming down by 10% compared to last year. 

In europe order intake for Volvo improved by 

7% compared to the fourth quarter of 2011, 

while orders for Renault trucks decreased 

by 18%. the decline for Renault trucks is 

primarily a result of efforts to reduce inven-

tories and continued sluggish demand in 

Southern europe. for Volvo  trucks the 

slight improvement in demand has contin-

ued into this year, and therefore we have 

recalled some previously announced stop-

days in production in March and april. In asia 

demand from the mining segment has 

dropped significantly and the important Jap-

anese market experienced weak demand. 

north american customers have remained 

cautious because of uncertainty about the 

future economic development, although 

when compared to the third quarter of 2012 

orders have picked up. In South america 

order intake is strong. In the fourth quarter 

orders increased by 24% compared with last 

year, and we will increase production levels 

in March. we raise our forecast for the Bra-

zilian market from 95,000 trucks to 105,000 

trucks in 2013.
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Weak earnings but successful  

inventory reduction for Volvo CE

for Volvo Ce demand was lower in most 

markets during the quarter and especially in 

the mining segment. with sales of SeK 12.6 

billion, we are now on roughly the same level 

as during the financial crisis in the autumn of 

2008, though profitable and with good cash 

flow. we cut production aggressively in the 

quarter and brought inventories down to a 

level in line with current sales trends. Capac-

ity utilization was only about 40% in the 

quarter, which hurt profitability.

In a very tough Chinese market I am 

pleased that our dual brand strategy with 

Volvo and SdlG is working well. Since we 

bought 70% in lingong in 2007 our market 

shares in China have improved substantially. 

Volvo’s share of the excavator market has 

gone from 3.2% to 6.5% and with the recent 

introduction of the Volvo l105 wheel loader 

we expect to gain market share also in this 

segment. the SdlG brand’s share of the 

wheel loader market has improved from 

11.9% to 18.5% and the excavator range 

from 0% to 3.8%. 

the weak demand in China is currently 

putting pressure on Volvo Ce and its dealers’ 

profitability, but even more so on our com-

petitors. I am confident that we will emerge 

as an even stronger company at the end of 

this downturn.

Volvo Penta and the bus business in 

an intense period of product renewal

Volvo penta is affected by the continued low 

level of demand for leisure boats. on the 

industrial engine side we are investing in 

product development in order to leverage 

fully on our new medium-duty engine that 

will be produced in India. we intend to launch 

a completely new range of industrial engines 

in connection with the new emission regula-

tion tier 4f in 2014. 

our bus business continues to have an 

unsatisfactory profitability, driven by weak 

demand and price competition primarily in 

europe. our decision to close one of our two 

european plants for the production of com-

plete buses will reduce the installed produc-

tion capacity in europe by 20%. on the 

positive side our hybrid buses continue to 

make inroads into new markets and new 

customers, and we are investing in R&d to 

extend the product range in the next couple 

of years.

for Volvo financial Services, trends con-

tinued to point in the right direction with 

portfolio growth and improved margins.

Focus on execution of business cycle 

adjustments and the new strategy

on a Group level the first quarter of 2013 will 

also be difficult as a result of the low order 

intake in many markets during the fourth 

quarter of 2012. profitability will be affected 

by low capacity utilization, high spend levels 

in research and development and costs 

associated with the launch of new products. 

however, we expect market conditions to 

gradually improve during the course of 2013 

when economic growth across the world 

gains momentum.

we have a busy period ahead of us where 

we are looking to execute on our develop-

ment projects and launch a very large num-

ber of new products. we have full focus on 

the strategy for 2013–2015 in which road-

maps have been developed for each of the 

20 strategic objectives. the road maps have 

been further detailed and broken down into 

over 400 main initiatives that will be exe-

cuted in order to improve the Groups overall 

profitability.

In line with our ambition to grow in asia, 

on January 26 we announced a strategic 

alliance with Chinese company dongfeng 

Motor Group (dfG). we will acquire 45%  

of a new subsidiary of dfG, dongfeng Com-

mercial Vehicles (dfCV), which will include 

the major part of dfG’s medium- and heavy-

duty commercial vehicles business. this is a 

very exciting venture that will combine the 

best of two worlds, strengthening the posi-

tions of the Volvo Group and dongfeng and 

offering excellent opportunities to both par-

ties. Combining dongfeng’s strong domestic 

position and know-how with the Volvo 

Group’s technological expertise and global 

presence will offer dfCV excellent potential 

for growth and profitability in and outside 

China.

the high level of activity requires hard 

work around the Group with employees 

making extraordinary efforts. a lot of work 

remains, but I am confident that we have 

done the necessary preparation work in 

order to achieve our strategic objectives in 

the next 35 months.

olof persson

president and Ceo
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Important events

Full lineup of Volvo Group trucks in 

the US earns 2014 greenhouse gas 

certification

on december 12, 2012 the Volvo Group 

announced that the uS environmental pro-

tection agency (epa) and national highway 

traffic Safety administration (nhtSa) had 

certified all Volvo Group trucks in the uS, 

both Mack and Volvo branded, in accordance 

with 2014 fuel efficiency and greenhouse 

gas regulations.

Renault s.a.s. divests entire  

holding in AB Volvo

on december 13, 2012, aB Volvo received a 

request for the conversion of 110,048,945 

Series a shares to Series B shares. further-

more, aB Volvo’s largest shareholder, 

Renault s.a.s., announced that the company 

had divested all of its shares in aB Volvo 

through the sales of 138,604,945 Series a 

shares on the stock market. In connection 

with Renault’s divestment, Industrivärden 

increased its holding and at year-end was 

the largest owner with 6.5% of the out-

standing number of shares (19.5% of the 

votes). norges Bank Investment Manage-

ment also increased its holding and at year-

end was the second largest owner based on 

capital with 4.9% of the outstanding number 

of shares (5.1% of the votes).

Consolidation of the Volvo Group 

industrial operation in Japan

on January 11, 2013 the Volvo Group 

announced that it had decided to consoli-

date its industrial operation in Japan in order 

to improve the overall efficiency. In May 

2013 the ota remanufacturing plant will be 

closed and the operation moved to ageo, the 

main plant in Japan. the project also 

includes cleaning of the land, demolishing of 

old and outdated buildings as well as moving 

or phasing out equipment for old products. In 

total, costs corresponding to SeK 280 M 

related to these activities was recorded in 

the fourth quarter of 2012, affecting the 

truck segment.

Strategic alliance with Chinese com-

pany Dongfeng Motor Group

on January 26, 2013 aB Volvo announced 

that it had signed an agreement with the 

Chinese vehicle manufacturer dongfeng 

Motor Group Company limited (dfG) to 

acquire 45% of a new subsidiary of dfG, 

dongfeng Commercial Vehicles (dfCV), 

which will include the major part of dfG’s 

medium- and heavy-duty commercial vehi-

cles business. at completion of the transac-

tion, the Volvo Group will become the world’s 

largest manufacturer of heavy-duty trucks. 

Completion of the transaction is subject to 

certain conditions, including the approval of 

relevant anti-trust agencies and Chinese 

authorities. the purchase consideration 

amounts to RMB 5.6 billion. the ambition is 

to complete the transaction as soon as pos-

sible and completion is expected to take 

place within approximately 12 months from 

signing.

Previously reported important events

• annual General Meeting of aB Volvo

•  aB Volvo signs memorandum of under-

standing with deutz

•  unfavorable court ruling in the uS pertain-

ing to Volvo penta engines

•  aB Volvo acquires shares in deutz aG

•  aB Volvo divests Volvo aero to British GKn 

for SeK 6.9 billion

• new Volvo engine for euro VI

•  Renault trucks defense to acquire french 

manufacturer panhard

• new Volvo fh launched 

•  aB Volvo finalized the acquisition of shares 

in deutz aG

• Volvo Group to invest in Russia

•  Volvo Group announced new truck strategy 

to achieve profitability improvement

• aB Volvo finalized the sale of Volvo aero

•  Volvo Buses to consolidate the manufac-

ture of complete buses in europe

•  new organization for the truck dealer net-

works in europe, the Middle east and africa

detailed information about the events is 

available at www.volvogroup.com
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Income Statement Volvo Group fourth quarter year

SeK M 2012 2011 2012 2011

Net sales Volvo Group 71,793 86,507 303,647 310,367
Operating Income Volvo Group 1,121 6,955 17,622 26,899
   Operating income Industrial operations 731 6,688 16,130 25,930

   Operating income Customer Finance 390 267 1,492 969
Interest income and similar credits 295 164 510 608
Interest expense and similar charges (708) (686) (2,476) (2,875)
other financial income and expenses (48) (43) (301) 297
Income after financial items 660 6,390 15,355 24,929

Income taxes 181 (1,592) (4,097) (6,814)
Income for the period 841 4,798 11,258 18,115
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fInanCIal SuMMaRy of the fouRth quaRteR

Net sales and operating income

during the fourth quarter of 2012, Volvo 

Group’s net sales decreased by 17% to SeK 

71,793 M (86,507) and operating income 

amounted to SeK 1,121 M (6,955). for 

detailed information on the development, 

see separate sections below.

Net financial items

net interest expense in the fourth quarter 

was SeK 413 M compared with an expense 

of SeK 522 M in the previous year. In the 

third quarter of 2012 net interest expense 

amounted to SeK 465 M.

during the fourth quarter, market valua-

tion of derivatives used for hedging interest-

rate exposure in the debt portfolio had a 

positive impact on other financial income 

and expenses amounting to SeK 18 M com-

pared with a positive impact of SeK 34 M in 

the fourth quarter of 2011.

Income taxes

the tax income in the fourth quarter 

amounted to SeK 181 M compared with a 

tax expense of SeK 1,592 M in the fourth 

quarter of 2011. the lowered Swedish cor-

porate tax rate had a non-recurring positive 

impact of SeK 213 M in the fourth quarter of 

2012.

Income for the period and  

earnings per share

Income for the period amounted to SeK 841 M 

in the fourth quarter of 2012 compared with 

SeK 4,798 M in the fourth quarter of 2011.

Basic and diluted earnings per share in 

the fourth quarter amounted to SeK 0.39 

(2.33). 

volvo group



Net sales by market area

Share of 
industrial 

opera-
tions' net 
sales, %

fourth quarter year

SeK M 2012 2011
Change 

in % 2012 2011
Change 

in % 

western europe 22,357 26,554 (16) 88,325 97,925 (10) 30
eastern europe 5,720 6,053 (5) 20,751 20,298 2 7
north america 13,753 17,602 (22) 68,297 58,253 17 23
South america 7,074 9,182 (23) 27,970 34,013 (18) 9
asia 15,755 19,914 (21) 68,500 73,017 (6) 23
other markets 5,256 5,483 (4) 22,188 20,083 10 8
Total Industrial 
operations 69,916 84,788 (18) 296,031 303,589 (2) 100

Income Statement Industrial operations fourth quarter year

SeK M 2012 2011 2012 2011

Net sales 69,916 84,788 296,031 303,589
Cost of sales (56,146) (65,830) (231,216) (233,097)
Gross income 13,770 18,958 64,815 70,492
   Gross margin, % 19.7 22.4 21.9 23.2 

Research and development expenses (3,847) (3,390) (14,794) (13,276)
Selling expenses (7,057) (6,888) (26,582) (25,181)
administrative expenses (1,566) (1,364) (5,639) (4,753)
other operating income and expenses (508) (369) (1,600) (1,045)
Income (loss) from investments  
in associated companies (17) (11) (23) (82)
Income from other investments (43) (248) (46) (225)
Operating income 731 6,688 16,130 25,930

   Operating margin, % 1.0 7.9 5.4 8.5

operating income before depreciation  
and amortization (eBItda) 4,189 9,603 28,117 37,349
   EBITDA margin, % 6.0 11.3 9.5 12.3
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volvo group’s IndustrIal operatIons 
net SaleS deClIned By 18%

In the fourth quarter, net sales for the Volvo 

Group’s Industrial operations decreased by 

18% to SeK 69,916 M (84,788). the divesti-

ture of Volvo aero accounted for approxi-

mately 2 percentage points of the decline. 

adjusted for both changes in exchange rates 

and acquired and divested units net sales in 

the Industrial operations decreased by 13%. 

net sales decreased in all regions reflecting a 

slow-down in economic activity in most of the 

core markets and segments.

Low production levels and high  

spending in product renewal  

hurting profitability

In the fourth quarter of 2012, operating 

income for the Volvo Group’s Industrial 

operations amounted to SeK 731 M, com-

pared with SeK 6,688 M in the fourth quar-

ter of 2011. the operating margin was 1.0% 

compared with 7.9% in the fourth quarter of 

2011.

the lower operating income is a result of 

significantly lower sales as well as under 

absorption of costs in the range of SeK 1.7 

billion in the industrial system as a conse-

quence of production rates being cut in a 

more rapid pace than the cost levels could 

be reduced. the production cuts were made 

in order to adapt to declining demand and 

reduce inventories. In the fourth quarter of 

2011, the over absorption was positive in an 

amount of SeK 200 M.

Restructuring charges of SeK 990 M had 

a negative impact on profitability, of which 

SeK 600 M related to the reorganization of 

the european sales organization for trucks, 

SeK 280 M related to the consolidation of 

the Volvo Group industrial operation in 

Japan, and SeK 110 M related to the con-

solidation of the production of complete 

buses in europe and a restructuring in Sun-

win Bus in Shanghai, China.

Some targeted marketing efforts to 

reduce new and used product inventories 

also impacted profitability negatively. profit-

ability was also affected by the current high 

investment pace in research and develop-

ment for the upcoming comprehensive pro-

gram to renew the product portfolio and 

related launch costs in sales, production and 

aftermarket support.

the sale of Volvo aero resulted in a positive 

impact on operating income of SeK 254 M 

in the fourth quarter. 

Compared with the fourth quarter of 2011, 

changes in currency exchange rates had a 

negative impact on operating income 

amounting to SeK 175 M.

Successful reduction of inventories

In the fourth quarter of 2012, operating cash 

flow from the Industrial operations was pos-

itive in an amount of SeK 4.7 billion com-

pared with a positive SeK 10.7 billion in the 

fourth quarter of 2011. the positive cash 

flow is primarily a consequence of the reduc-

tion in inventories of SeK 5.4 billion. 



Income Statement Customer Finance fourth quarter year

SeK M 2012 2011 2012 2011

finance and lease income 2,507 2,321 9,783 8,883
finance and lease expenses (1,530) (1,475) (6,036) (5,693)
Gross income 977 846 3,747 3,190

Selling and administrative expenses (408) (429) (1,696) (1,618)
Credit provision expenses (184) (169) (640) (682)
other operating income and expenses 6 18 81 78
Operating income 390 267 1,492 969

Income taxes (86) (86) (434) (323)
Income for the period 304 181 1,058 646

    Return on Equity,  
12 months rolling values   12.5% 7.3%
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volvo group’s customer FInance    
Good quaRteR and yeaR 

the customer finance business continued to 

grow profitably during the quarter on the 

foundation of stable to improved portfolio 

performance in the majority of served mar-

kets.  north america and latin america per-

formed well, eMea continued to improve 

and apaC continued to contribute well.

new financing volume during the quarter 

amounted to SeK 12.4 billion (12.6). adjust-

ing for movements in exchange rates, new 

financing volume increased by 3% compared 

with the fourth quarter of 2011. In total, 

14,063 new Volvo Group units (14,173) were 

financed during the quarter. In the markets 

where financing is offered, the average mar-

ket penetration rate in the fourth quarter was 

28% (25%).

as of december 31, 2012, the gross credit 

portfolio amounted to SeK 100.9 billion 

(95.5). on a currency adjusted basis, the 

credit portfolio increased by 11% when com-

pared with the fourth quarter of 2011.

Credit provisions in the quarter amounted 

to SeK 184 M (169) while write-offs of SeK 

188 M (223) were recorded. Credit reserves 

decreased from 1.28% to 1.23% of the credit 

portfolio at September 30, 2012 and decem-

ber 31, 2012, respectively. the annualized 

write-off ratio through december 31, 2012 

was 0.58% (0.93%).

operating income in the fourth quarter 

amounted to SeK 390 M (267). the improve-

ment compared with the previous year is 

driven mainly by higher earning assets and 

improved margins.
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rities combined, amounted to SeK 28.9 billion 

at december 31, 2012. In addition to this, 

granted but unutilized credit facilities 

amounted to SeK 33.1 billion. Cash and 

cash equivalents of SeK 9.4 billion are 

restricted for immediate use compared with 

SeK 9.3 billion a year earlier.

during the fourth quarter, currency move-

ments decreased the Volvo Group’s total 

assets by SeK 2.7 billion related to revalua-

tion of assets in foreign subsidiaries.

the equity ratio in the Volvo Group 

amounted to 25.7% on december 31, 2012 

compared to 24.3% at year-end 2011. on 

the same date, the equity ratio in the Indus-

trial operations amounted to 30.9% (28.5).

at december 31, shareholder’s equity in 

the Volvo Group amounted to SeK 86.9 billion.

Number of employees

on december 31, 2012 the Volvo Group had 

98,717 employees and 16,548 temporary 

employees and consultants, compared with 

102,007 employees and 18,571 temporary 

employees and consultants at September 

30, 2012. at year-end 2011 the Volvo Group 

had 98,162 employees and 19,675 temporary 

employees and consultants.

net financial debt in the Industrial opera-

tions amounted to SeK 23.0 billion at decem-

ber 31, 2012, a decrease of SeK 11.9 billion 

compared to the third quarter of 2012, and 

equal to 29.3% of shareholders’ equity. the 

reduction in net financial debt is mainly an 

effect of the positive operating cash flow of 

SeK 4.7 billion, the sale of operations, pri-

marily Volvo aero, of SeK 4.8 billion and a 

favorable currency effect of SeK 2.3 billion 

primarily related to the weakening of the 

Japanese yen against the Swedish krona. 

excluding provision for post-employment 

benefits, the Industrial operations net debt 

amounted to SeK 19.0 billion, which is equal 

to 24.3% of shareholders’ equity.

the Volvo Group’s liquid funds, i.e. cash 

and cash equivalents and marketable secu-

volvo group FInancIal posItIon 



BusIness segment overvIew

Net sales fourth quarter

Change, % Change, % *

year

SeK M 2012 2011 2012 2011

trucks 47,732 56,739 (16) (13) 192,283 198,920
Construction equipment 12,572 16,354 (23) (22) 63,558 63,500
Buses 5,626 6,571 (14) (12) 20,295 21,823
Volvo penta 1,754 1,839 (5) (2) 7,631 8,458
Volvo aero – 1,834 – – 5,219 6,356
other and eliminations 2,232 1,451 – – 7,045 4,532
Industrial operations 69,916 84,788 (18) (13) 296,031 303,589

Customer finance 2,507 2,321 8 11 9,783 8,882
Reclassifications and eliminations (630) (602)    –   – (2,167) (2,104)
Volvo Group 71,793 86,507 (17) (12) 303,647 310,367

* adjusted for exchange rate fluctuations and acquired and divested units.

Operating income fourth quarter

Change, %

year

SeK M 2012 2011 2012 2011

trucks 880 4,866 (82)  10,216 18,227
Construction equipment 363 1,674 (78)  5,773 6,812
Buses (129) 308 (142)  51 1,114
Volvo penta 14 102 (86)  541 825
Volvo aero – 155 –  767 360
Group functions and other (396) (417)   –  (1,217) (1,408)
Industrial operations 731 6,688 (89)  16,130 25,930

Customer finance 390 267 46  1,492 969
Volvo Group 1,121 6,955 (84)  17,622 26,899

Operating margin fourth quarter year

% 2012 2011 2012 2011

trucks 1.8 8.6   5.3 9.2
Construction equipment 2.9 10.2   9.1 10.7
Buses (2.3) 4.7   0.3 5.1
Volvo penta 0.8 5.5   7.1 9.8
Volvo aero – 8.5   14.7 5.7
Industrial operations 1.0 7.9   5.4 8.5
Volvo Group 1.6 8.0   5.8 8.7
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Trucks 
restructuring and low  
capacity utilization  
impact profitability

  comprehensive product renewal activities
  production cuts in the fourth quarter  
– under absorption of costs of seK 1.1 billion

  significant inventory reduction

Uncertainty in Europe and cautious 

customers in the US

in 2012, the heavy-duty truck market in 

europe 28 (eu minus bulgaria plus norway 

and switzerland) reached 221,000 trucks, 

down by 9% compared with 2011. the debt 

crisis in europe continues to adversely affect 

the economic activity. in southern europe 

demand continued to deteriorate and the 

weak market conditions there led to uncer-

tainty also in the rest of europe. given the 

macro-economic development it is difficult 

to assess the total market for heavy-duty 

trucks in europe 29 for 2013. the current 

estimate is that the market will reach a level 

of about 230,000 heavy-duty trucks 

(unchanged forecast).

in 2012, the total north american retail 

market for heavy-duty trucks increased by 

15% to 249,562 vehicles, compared with 

216,080 in 2011 on the back of the strong 

order intake in the beginning of the year. 

uncertainty regarding the us economy and 

the country’s fiscal challenges continue to 

make customers cautious. for 2013 the 

total market is difficult to assess, but it is 

expected to be at about the 2012 level of 

250,000 heavy-duty trucks (unchanged 

forecast).

in 2012, the brazilian market decreased 

by 22% from 111,471 trucks to 87,430 

trucks in comparison to 2011. the truck 

operations in brazil was negatively impacted 

by the general slowdown in the brazilian 

economy during the first nine months of 

2012, but during the fourth quarter demand 

picked up. lower financing rates for truck 

purchases, combined with good customer 

profitability and the positive outlook for eco-

nomic recovery in 2013, has significantly 

improved demand. the total brazilian market 

for heavy-duty trucks is expected to increase 

and reach a level of about 105,000 trucks in 

2013 (previous forecast: 95,000).

in Japan the total market for heavy-duty 

trucks in 2012 rose by 28% to 31,800 vehi-

cles (24,800) partly driven by government 

incentives as well as the need for trucks for 

reconstruction work following the earth-

quake and the subsequent tsunami that hit 

Japan in march 2011. for 2013, the total 

Japanese market for heavy-duty trucks is 

expected to increase to about 35,000 trucks 

(previous forecast: about 30,000) on the 

back of expectations of higher economic 

activity stemming from governmental stimu-

lus activities and a weaker currency.

in india, the total 2012 market for heavy-

duty trucks declined by 18% to 195,140 

trucks (237,329).

Lower deliveries

in the fourth quarter of 2012, the Volvo 

group delivered a total of 58,626 trucks, 

which was 15% less than in the fourth quar-

ter of 2011.

Net sales by market area

fourth quarter year

seK m 2012 2011
change in 

% 2012 2011
change in 

%

europe 20,466 23,002 (11) 76,365 83,451 (8)
north america 8,665 11,443 (24) 42,650 37,042 15 
south america 5,452 7,024 (22) 21,172 26,847 (21)
asia 9,376 11,504 (18) 36,531 37,840 (3)
other markets 3,772 3,767 0 15,565 13,741 13 
Total 47,732 56,739 (16) 192,283 198,920 (3)

Deliveries per market

fourth quarter year

number of trucks 2012 2011
change in 

% 2012 2011
change in 

%

europe 23,660 26,332 (10) 84,355 95,113 (11)

north america 10,477 13,673 (23) 47,806 42,613 12
south america 6,493 7,843 (17) 23,443 29,274 (20)
asia 13,819 16,606 (17) 51,514 56,165 (8)
other markets 4,177 4,175 0 16,899 15,226 11
Total Trucks 58,626 68,629 (15) 224,017 238,391 (6)
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Improving order intake compared  

to third quarter

the truck operation’s total net order intake 

declined by 10% in the fourth quarter com-

pared with the year-earlier period, compared 

with the third quarter orders improved by 

15%.

in the fourth quarter of 2012 european 

orders reached 18,563 trucks, which was 

6% lower than in the fourth quarter last 

year. this is a reflection of a sluggish 

economy as well as lower orders for 

renault trucks, primarily as a result of 

efforts to reduce inventories and low 

demand in southern europe. compared  

with the fourth quarter of 2011, Volvo 

trucks’ order intake increased by 7% in 

europe while renault trucks’ order intake 

decreased by 18%.

in north america, order intake during 

the fourth quarter decreased by 21% com-

pared with the fourth quarter of 2011. 

order intake in the fourth quarter was 

negatively impacted by continued eco-

nomic concerns, sluggish job growth and 

the fiscal cliff as customers delayed pur-

chasing decisions. However, compared 

with the third quarter of 2012, order intake 

increased by 26%.

in south america, orders improved, 

partly due to favorable financing rates and 

improved economic outlook in brazil. 

order intake in the fourth quarter 

increased by 24% compared with the 

same quarter last year.

orders in asia declined by 20% due to 

the weak demand in Japan and in the min-

ing segment across asia. orders to other 

markets were down by 7%.

Operating margin of 1.8% due to lower 

sales as well as costs for under 

absorption and restructuring

during the fourth quarter of 2012, the truck 

operation’s net sales amounted to seK 

47,732 m, which was 16% lower than in the 

fourth quarter of 2011. adjusted for changes 

in exchange rates net sales declined by 13%. 

lower sales were experienced in all regions. 

the truck operations posted an operating 

income of seK 880 m in the fourth quarter 

of 2012 compared with an operating income 

of seK 4,866 m in the fourth quarter of 

2011. the operating margin was 1.8%, com-

pared with 8.6% in the year-earlier period. 

the lower operating income is a result of 

significantly lower sales as well as under 

absorption of costs in the range of seK 1.1 

billion in the industrial system as a conse-

quence of production rates being cut in a 

more rapid pace than the cost levels could 

be reduced. production was lowered primar-

ily in europe in order to adapt production to 

lower demand and to reduce inventories. in 

the fourth quarter of 2011, capacity utiliza-

tion in the industrial system was high, which 

resulted in an over absorption amounting to 

seK 400 m.

during the fourth quarter inventories of 

new trucks were reduced by 3,700 vehicles 

and inventories of used trucks by 1,600 

vehicles.

the significantly lower profitability was 

also due to restructuring cost in the euro-

pean sales and marketing organization of 

seK 600 m and restructuring costs in Japan 

of seK 280 m. some targeted marketing 

efforts to reduce new and used product 

inventories also impacted profitability nega-

tively. profitability was also affected by the 

high investment pace in research and devel-

opment for the upcoming comprehensive 

product renewal and related launch costs in 

sales, production and aftermarket support. 

among the projects are the new Volvo fH 

series, a completely new renault trucks 

range, a new range of trucks in the lower 

price segments in emerging markets, a new  

medium-duty engine range and r&d ahead 

of the new emission legislation euro 6.

compared with the fourth quarter of 2011, 

operating income was negatively impacted 

by changes in currency exchange rates in an 

amount of seK 285 m.

Net order intake per market

fourth quarter year

number of trucks 2012 2011
change in 

% 2012 2011
change in 

%

europe 18,563 19,738 (6) 79,608 90,430 (12)
north america 10,024 12,690 (21) 39,775 51,629 (23)
south america 7,469 6,011 24 26,551 28,093 (5)
asia 11,399 14,221 (20) 49,425 56,576 (13)
other markets 4,690 5,044 (7) 15,709 17,249 (9)
Total Trucks 52,145 57,704 (10) 211,068 243,977 (13)
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Net sales by market area

fourth quarter year

seK m 2012 2011
change in 

% 2012 2011
change in 

%

europe 3,861 4,881 (21) 16,518 17,765 (7)
north america 1,973 2,214 (11) 12,027 7,829 54 
south america 761 1,047 (27) 3,788 4,163 (9)
asia 5,143 7,088 (27) 27,033 29,999 (10)
other markets 833 1,125 (26) 4,192 3,745 12 
Total 12,572 16,354 (23) 63,558 63,500 0 
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consTrucTion EquipmEnT
– sales and earnings under pressure

  weak markets, especially in the mining segment
  15% market share in china in 2012 – all time high
  proactive inventory management was successful

Market decline in China

measured in units, the total market for con-

struction equipment in europe decreased by 

3% during January-november 2012 com-

pared to the same period in 2011. north 

america increased by 25% and south 

america was up 6%. asia, excluding china 

was up 13% while china was down 37%. 

other markets were up 19%.

the downturn in china in 2012 has been 

driven by governmental initiatives to curtail 

inflation in combination with considerable 

lower activities in the mining industry. How-

ever, Volvo ce has reinforced its strong posi-

tion as the market leader with a 15% share 

of the wheel loader and excavator market for 

the full year of 2012 according to china 

construction machinery association.

for 2013 the total market in europe is 

expected to decline by 5% to 15% meas-

ured in units. north america, south america, 

china and other markets are all expected to 

be in the range of minus 5% to plus 5%. 

asia, excluding china is expected to decline 

by 0% to 10%. all forecasts are unchanged.

Sales down and earnings  

under pressure

in the fourth quarter of 2012, net sales 

decreased by 23% to seK 12,572 m 

(16,354). adjusted for currency movements, 

net sales decreased by 22%. sales were 

negatively impacted by lower volumes due to 

a softer world market in general and lower 

activities in the global mining industry in par-

ticular affecting sales of larger and more 

expensive equipment.

operating income decreased to seK 363 m  

(1,674) and operating margin was 2.9% 

(10.2). earnings were negatively impacted by 

much lower sales and a negative product mix 

as well as lower activity in the global mining 

industry affecting sales of larger and more 

profitable products. significant production 

cuts were implemented in order to reduce 

inventories. capacity utilization was approxi-

mately 40%, which resulted in an under 

absorption of costs in the industrial system 

in an amount of approximately seK 600 m. 

in the fourth quarter of 2011 under absorp-

tion amounted to seK 200 m. compared 

with the fourth quarter of 2011, operating 

income was positively impacted by changes 

in currency exchange rates in an amount of 

seK 172 m.

the work to reduce pipeline inventories 

was successful. inventories have been 

reduced by around 30% since late spring 

and are now in balance with current demand. 

the value of the order book at december 31 

was 36% lower than a year earlier.

for the full year of 2012 unit sales 

decreased by 7% to 78,491.

New loader for China launched

in november, Volvo ce launched the Volvo 

l105 medium-sized wheel loader, which has 

been tailored to the specific needs of cus-

tomers in china.

following a rapid rise in demand for sdlg 

branded machines in latin america Volvo 

ce is investing usd 10 m to start manufac-

turing sdlg excavators in its pederneiras, 

brazil plant.

in January 2013, Volvo ce also decided to 

consolidate its production capacity in the 

americas by relocating the manufacturing of 

Volvo branded backhoe loaders from tultit-

lan, mexico to pederneiras.



Net sales by market area

fourth quarter year

seK m 2012 2011
change in 

% 2012 2011
change in 

%

europe 1,825 2,139 (15) 6,200 6,631 (7)
north america 1,826 2,164 (16) 6,675 7,532 (11)
south america 801 1,000 (20) 2,794 2,715 3 
asia 751 814 (8) 2,853 2,953 (3)
other markets 423 455 (7) 1,774 1,992 (11)
Total 5,626 6,571 (14) 20,295 21,823 (7)
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BusEs  
– weaK marKets continue  
to impact profitability

 lower sales volumes
  operating loss of seK 129 m  
(including total restructuring costs of seK 110 m)

 market share gains in most regions

Global bus market still on a low level 

demand for buses during the year was low in 

most world markets except for asia. in 

europe, the total market for the full year is 

forecasted to amount to 20,600 units, which 

is 13% lower compared to 2011. in southern 

europe the drop is close to 40%. severe 

price pressure continues in all european 

tenders.

in north america, the transit market is still 

weak due to the fiscal situation in the us, 

and recovery in the coach market remains 

slow.

the south american market is still low, 

partly due to the pre-buy effect before euro 

5 standards and hesitance among operators 

in conjunction with municipality elections in 

brazil.  

the asian bus markets keep growing, but 

at a slower pace due to the global financial 

situation. the indian market grew by 3%. in 

china, the total market increased 6% com-

pared to 2011.

Volvo buses has strengthened its market 

positions in the core markets.

Lower order intake and deliveries

deliveries during the fourth quarter of 2012 

totaled 3,244 buses, compared with 4,172 

buses the same period last year, down 22%. 

all markets had lower deliveries during the 

fourth quarter 2012 compared to the same 

period 2011.

order intake in the fourth quarter of 2012 

amounted to 3,068 buses (3,941). the 

decrease is explained by the weak world 

market. despite the lower order intake com-

pared to 2011, which was a record year for 

Volvo buses, the fourth quarter is on a 

pick-up trend compared to the previous 

quarters of 2012.

several significant orders were signed 

during the fourth quarter, including 310 

coaches to rio de Janeiro, brazil, 475 hybrid 

city buses to Quebec, canada and 150 fully 

electric buses to Qingdao, china to be deliv-

ered by sunwin (Volvo buses and saic 

motor joint-venture). a total of 413 fully elec-

tric buses were delivered by sunwin during 

2012, making the company the leader in 

china and a world leading supplier of fully 

electric buses (>10 meters) in 2012.

Operating loss in the fourth quarter

net sales in the fourth quarter decreased by 

14% to seK 5,626 m (6,571). adjusted for 

currency movements, net sales decreased 

by 12%.

buses reported an operating loss of  

seK 129 m compared to an operating profit 

of seK 308 m last year. operating margin 

was a negative 2.3% (4.7). the operating 

margin was negatively affected by continued 

low volumes, a negative market mix and low 

capacity utilization. restructuring costs 

related to the transfer of production from 

säffle, sweden to wroclaw, poland and 

within sunwin bus in shanghai, china 

impacted operating income in the fourth 

quarter by seK 110 m.

compared with the fourth quarter of 2011, 

operating income was positively impacted by 

changes in currency exchange rates in an 

amount of seK 21 m.

cost reduction activities to offset the 

negative market development are being 

implemented.
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VolVo pEnTa  
– marKets continue to be weaK

  weak demand for both marine and industrial engines
 lower volumes and unfavorable product mix
 operating margin of 0.8%

Continued weak demand in  

most markets

the global demand for marine and industrial 

engines remained weak and essentially 

unchanged, compared with the trend for the 

most recent quarters. for several years, 

europe and north america have been 

impacted by macroeconomic turmoil, which 

has fundamentally changed global market 

conditions for leisure boats.

the total market for industrial engines 

was not structurally impacted to the same 

extent, but the weak trend in the global 

economy entailed successively lower 

demand in such key markets as china, 

europe and north america. this trend con-

tinued in the fourth quarter, with the excep-

tion of some markets in south america and 

the middle east.  

Strengthened position in core  

marine segments

during the year, Volvo penta secured and 

strengthened its positions in its core seg-

ments in the leisure boat sector, with the 

industry’s most modern product program. 

leading boat builders in europe have signed 

long-term agreements with Volvo penta to 

secure engine deliveries to future boat mod-

els and Volvo penta is gradually expanding 

into increasingly larger boat segments, with 

the help of its ips system.

in the industrial-engine sector, Volvo pen-

ta’s customers were able to order prototype 

engines of Volvo penta’s new 5 to 16-liter 

diesel engines, which meet legal require-

ments on emissions for 2014. leading 

industrial-engine customers in mining, spe-

cial vehicles and material handling have 

demonstrated major interest in the new 

product program.

the volume in Volvo penta’s order book as 

of december 31, 2012 was 27% lower than 

the year-earlier period. 

Profitability negatively impacted by 

lower sales and R&D costs

the fourth quarter is traditionally the sea-

sonally weakest quarter for Volvo penta. net 

sales in the fourth quarter of 2012 fell 5% 

year-on-year to seK 1,754 m (1,839). 

adjusted for currency fluctuations, sales 

decreased by 2%. sales were distributed 

between the two business segments as fol-

lows: marine seK 916 m (1,008) and indus-

trial seK 838 m (831).

operating income amounted to seK 14 m, 

compared with the year-earlier period of 

seK 102 m. earnings were negatively 

impacted mainly by lower sales, an unfavora-

ble product mix and high research and 

development expenses ahead of a compre-

hensive product range extension within 

industrial engines. compared with the fourth 

quarter of 2011, operating income was posi-

tively impacted by changes in currency 

exchange rates in an amount of seK 13 m. 

the operating margin was 0.8% (5.5).

Net sales by market area

fourth quarter year

seK m 2012 2011
change in 

% 2012 2011
change in 

%

europe 808 813 (1) 3,620 4,274 (15)
north america 325 322 1 1,486 1,379 8 
south america 83 125 (33) 306 335 (8)
asia 452 487 (7) 1,867 2,130 (12)
other markets 86 92 (6) 352 341 3 
Total 1,754 1,839 (5) 7,631 8,458 (10)



Industrial operations Customer Finance Eliminations Volvo Group Total

SEK M 2012 2011 2012 2011 2012 2011 2012 2011

Net sales 69,916 84,788 2,507 2,321 (630) (602) 71,793 86,507
Cost of sales (56,146) (65,830) (1,530) (1,475) 630 602 (57,046) (66,703)
Gross income 13,770 18,958 977 846 0 0 14,746 19,804

Research and development expenses (3,847) (3,390) 0 0 0 0 (3,847) (3,390)
Selling expenses (7,057) (6,888) (401) (429) 0 0 (7,458) (7,317)
Administrative expenses (1,566) (1,364) (7) 0 0 0 (1,574) (1,364)
Other operating income and expenses (508) (369) (178) (150) 0 0 (686) (519)
Income (loss) from investments in associated 
companies (17) (11) 0 0 0 0 (17) (11)
Income from other investments (43) (248) 0 0 0 0 (44) (248)
Operating income 731 6,688 390 267 0 0 1,121 6,955

Interest income and similar credits 147 182 0 0 148 (19) 295 164
Interest expenses and similar charges (560) (705) 0 0 (148) 19 (708) (686)
Other financial income and expenses (48) (43) 0 0 0 0 (48) (43)
Income after financial items 270 6,122 390 267 0 0 660 6,390

Income taxes 267 (1,505) (86) (86) 0 0 181 (1,592)
Income for the period* 537 4,617 304 181 0 0 841 4,798

* Attributable to:
Equity holders of the parent company 793 4,722
Minority interests 48 76

 841 4,798

Basic earnings per share, SEK 0.39 2.33
Diluted earnings per share, SEK 0.39 2.33

Consolidated inCome statement
FOuRTh quARTER

Consolidated other Comprehensive inCome   
FOuRTh quARTER

Income for the period 841 4,798
   Exchange differences on translation of foreign operations 72 (915)
   Exchange differences on hedge instruments of net investment in foreign operations 0 (1)
   Accumulated translation difference reversed to income (52) (4)
   Available for sale investments 32 189
   Cash flow hedges 10 (52)
   Other comprehensive income, net of income taxes 62 (783)
Total comprehensive income for the period* 903 4,015

* Attributable to
Equity holders of the parent company 906 3,921
Minority interests (3) 94

903 4,015
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Industrial operations Customer Finance Eliminations Volvo Group Total

SEK M 2012 2011 2012 2011 2012 2011 2012 2011

Net sales 296,031 303,589 9,783 8,883 (2,167) (2,104) 303,647 310,367
Cost of sales (231,216) (233,097) (6,036) (5,693) 2,167 2,104 (235,085) (236,685)
Gross income 64,815 70,492 3,747 3,190 0 0 68,562 73,682

Research and development expenses (14,794) (13,276) 0 0 0 0 (14,794) (13,276)
Selling expenses (26,582) (25,181) (1,666) (1,618) 0 0 (28,248) (26,799)
Administrative expenses (5,639) (4,753) (30) 0 0 0 (5,669) (4,753)
Other operating income and expenses (1,600) (1,045) (559) (603) 0 0 (2,160) (1,649)
Income (loss) from investments in  
associated companies (23) (82) 0 0 0 0 (23) (81)
Income from other investments (46) (225) 0 0 0 0 (47) (225)
Operating income 16,130 25,930 1,492 969 0 0 17,622 26,899

Interest income and similar credits 510 644 0 0 0 (37) 510 608
Interest expenses and similar charges (2,476) (2 912) 0 0 0 37 (2,476) (2,875)
Other financial income and expenses (301) 297 0 0 0 0 (301) 297
Income after financial items 13,863 23,959 1,492 969 0 0 15,355 24,929

Income taxes (3,663) (6,490) (434) (323) 0 0 (4,097) (6,814)
Income for the period* 10,200 17,469 1,058 646 0 0 11,258 18,115

* Attributable to:
Equity holders of the parent company 11,039 17,751
Minority interests 219 364

 11,258 18,115

Basic earnings per share, SEK 5.44 8.76
Diluted earnings per share, SEK 5.44 8.75

Consolidated inCome statement
YEAR

Consolidated other Comprehensive inCome   
YEAR

Income for the period 11,258 18,115
   Exchange differences on translation of foreign operations (3,916) (980)
   Exchange differences on hedge instruments of net investment in foreign operations 0 (3)
   Accumulated translation difference reversed to income (118) (30)
   Available for sale investments (4) 39
   Cash flow hedges 8 (144)
  Other comprehensive income, net of income taxes (4,030) (1,118)
Total comprehensive income for the period* 7,228 16,997

* Attributable to
Equity holders of the parent company 7,092 16,681
Minority interests 136 316

7,228 16,997
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Industrial operations Customer Finance Eliminations Volvo Group Total

SEK M
Dec 31

2012
Dec 31 

2011
Dec 31

2012
Dec 31 

2011
Dec 31

2012
Dec 31 

2011
Dec 31

2012
Dec 31 

2011

Assets
Non-current assets
Intangible assets 40,267 39,385 106 122 0 0 40,373 39,507
Tangible assets
   Property, plant and equipment 54,899 54,446 105 94 0 0 55,004 54,540
   Assets under operating leases 21,263 16,749 12,543 11,525 (4,784) (4,352) 29,022 23,922
Financial assets
   Investments in associated companies 2,045 684 0 0 0 0 2,045 684
   Other shares and participations 839 1,187 6 3 0 0 845 1,190
   Non-current customer-financing receivables 600 579 47,329 44,651 (6,773) (4,612) 41,156 40,618
   Deferred tax assets 10,406 12,480 760 358 0 0 11,166 12,838
   Prepaid pensions 2,708 2,263 16 14 0 0 2,724 2,277
   Non-current interest-bearing receivables 653 757 0 0 (316) (63) 337 694
   Other non-current receivables 3,565 4,500 127 50 (373) (235) 3,319 4,315
Total non-current assets 137,245 133,030 60,992 56,817 (12,246) (9,262) 185,991 180,585

Current assets
Inventories 40,057 43,828 352 771 0 0 40,409 44,599
Current receivables
   Customer-financing receivables 797 1,123 39,946 38,050 (910) (1,092) 39,833 38,081
   Tax assets 1,173 1,152 35 48 0 0 1,208 1,200
   Interest-bearing receivables 3,038 1,461 0 226 (464) (1,020) 2,574 667
   Internal funding 4,612 2,253 0 0 (4,612) (2,253) 0 0
   Accounts receivable 27,228 27,492 121 207 0 0 27,349 27,699
   Other receivables 11,952 13,438 2,651 1,411 (2,114) (1,024) 12,489 13,825
Non interest-bearing assets held for sale 0 9,344 0 0 0 0 0 9,344
Interest-bearing assets held for sale 0 4 0 0 0 0 0 4
Marketable securities 3,129 6,838 1 24 0 0 3,130 6,862
Cash and cash equivalents 24,017 29,113 2,116 1,593 (374) (327) 25,759 30,379
Total current assets 116,003 136,046 45,222 42,330 (8,474) (5,717) 152,751 172,659
Total assets 253,248 269,076 106,214 99,147 (20,720) (14,979) 338,742 353,244

 
Shareholders’ equity and liabilities
Equity attributable to the equity holders of 
the parent company 77,055 75,582 8,593 8,999 0 0 85,648 84,581
Minority interests 1,266 1,100 0 0 0 0 1,266 1,100
Total shareholders’ equity 78,321 76,682 8,593 8,999 0 0 86,914 85,681

Non-current provisions
   Provisions for post-employment benefits 6,663 6,635 34 30 0 0 6,697 6,665
   Provisions for deferred taxes 3,149 4,171 1,879 1,465 0 0 5,028 5,636
   Other provisions 5,588 5,492 187 154 8 2 5,783 5,648
Non-current liabilities
   Bond loans 43,092 38,192 0 0 0 0 43,092 38,192
   Other loans 33,356 38,848 11,630 8,974 (6,553) (57) 38,433 47,765
   Internal funding (33,990) (35,453) 34,298 33,459 (308) 1,994 0 0
   Other liabilities 13,828 12,902 742 740 (3,856) (3,195) 10,714 10,447
Current provisions 10,916 9,438 50 92 10 1 10,976 9,531
Current liabilities
   Loans 45,760 38,644 6,393 6,741 (1,836) (863) 50,317 44,522
   Internal funding (33,746) (24,837) 38,600 35,373 (4,854) (10,536) 0 0
   Non interest-bearing liabilities held for sale 0 4,710 0 0 0 0 0 4,710
   Interest-bearing liabilities held for sale 0 6 0 0 0 0 0 6
   Trade payables 47,205 56,546 159 242 0 0 47,364 56,788
   Tax liabilities 807 2,220 (154) 171 0 0 653 2,391
   Other liabilities 32,299 34,880 3,803 2,707 (3,331) (2,325) 32,771 35,262
Total shareholders’ equity and liabilities 253,248 269,076 106,214 99,147 (20,720) (14,979) 338,742 353,244

Consolidated balanCe sheet
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Industrial operations Customer Finance Eliminations Volvo Group Total

SEK bn 2012 2011 2012 2011 2012 2011 2012 2011

Operating activities
Operating income (loss) 0.7 6.7 0.4 0.3 0.0 0.0 1.1 7.0
Depreciation tangible assets 1.6 1.6 0.0 0.0 0.0 0.0 1.6 1.6
Amortization intangible assets 0.9 0.8 0.0 0.0 0.0 0.0 0.9 0.7
Depreciation leasing vehicles 0.9 0.5 0.7 0.6 0.0 0.0 1.6 1.2
Other non-cash items 0.2 (0.2) 0.2 0.1 (0.1) 0.1 0.3 0.0
Total change in working capital whereof 6.7 8.2 (3.7) (8.2) 1.3 3.2 4.3 3.2
   Change in accounts receivable 1.0 0.6 0.1 (0.1) 0.1 0.0 1.2 0.5

   Change in customer financing receivables 0.0 (0.1) (3.8) (8.0) 1.2 3.2 (2.6) (4.9)

   Change in inventories 5.4 2.4 0.0 (0.1) 0.0 0.1 5.4 2.3

   Change in trade payables 0.2 4.8 (0.1) 0.0 0.1 0.1 0.2 4.9

   Other changes in working capital 0.1 0.5 0.1 0.0 (0.1) (0.2) 0.1 0.4
Interest and similar items received 0.1 0.2 0.0 0.0 0.2 0.1 0.3 0.3
Interest and similar items paid (0.7) (1.3) 0.0 0.0 (0.2) 0.0 (0.9) (1.3)
Other financial items 0.0 (0.1) 0.0 0.0 0.0 0.0 0.0 (0.1)
Income taxes paid (0.8) (1.0) (0.2) (0.2) 0.1 0.0 (0.9) (1.2)
Cash flow from operating activities 9.6 15.4 (2.6) (7.4) 1.3 3.4 8.3 11.4

Investing activities
Investments in tangible assets (3.3) (3.2) 0.0 0.0 0.0 0.0 (3.3) (3.2)
Investments in intangible assets (1.5) (1.5) 0.0 0.0 0.0 0.0 (1.5) (1.5)
Investment in leasing vehicles (0.6) (0.7) (2.2) (1.3) 0.0 0.0 (2.8) (2.0)
Disposals of fixed assets and leasing vehicles 0.5 0.7 0.5 0.4 0.0 (0.1) 1.0 1.0
Operating cash flow 4.7 10.7 (4.3) (8.3) 1.3 3.3 1.7 5.7

Investments and divestments of shares, net 0.0 (0.1)
Acquired and divested operations, net 4.4 (0.8)
Interest-bearing receivables incl marketable securites (2.0) (0.4)
Cash-flow after net investments 4.1 4.4

Financing activities
Change in loans, net 0.1 3.4
Dividend to AB Volvo shareholders 0.0 0.0
Dividend to minority shareholders 0.0 0.0
Other (0.1) 0.0
Change in cash and cash equivalents excl. translation differences 4.1 7.8

Translation difference on cash and cash equivalents (0.1) 0.1
Change in cash and cash equivalents 4.0 7.9

Consolidated Cash flow statement
FOuRTh quARTER
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Industrial operations Customer Finance Eliminations Volvo Group Total

SEK bn 2012 2011 2012 2011 2012 2011 2012 2011

Operating activities
Operating income 16.1 26.0 1.5 0.9 0.0 0.0 17.6 26.9
Depreciation tangible assets 5.9 6.1 0.0 0.0 0.0 0.0 5.9 6.1
Amortization intangible assets 3.2 3.2 0.0 0.0 0.0 0.0 3.2 3.2
Depreciation leasing vehicles 2.9 2.1 2.7 2.5 0.0 0.0 5.6 4.6
Other non-cash items 0.8 0.6 0.6 0.6 0.0 0.1 1.4 1.3
Total change in working capital whereof (9.2) (4.2) (14.6) (13.8) 1.9 2.9 (21.9) (15.1)
   Change in accounts receivable (1.2) (3.1) 0.1 (0.1) 0.0 0.0 (1.1) (3.2)

   Change in customer financing receivables 0.2 (0.2) (14.8) (14.2) 1.9 3.0 (12.7) (11.4)

   Change in inventories 0.6 (7.1) 0.3 (0.2) 0.0 0.0 0.9 (7.3)

   Change in trade payables (7.6) 9.9 (0.1) 0.1 0.1 0.0 (7.6) 10.0

   Other changes in working capital (1.2) (3.7) (0.1) 0.6 (0.1) (0.1) (1.4) (3.2)
Interest and similar items received 0.5 0.7 0.0 0.0 0.0 0.0 0.5 0.7
Interest and similar items paid (2.8) (3.3) 0.0 0.0 (0.1) 0.0 (2.9) (3.3)
Other financial items (0.3) (0.2) 0.0 0.0 0.0 0.0 (0.3) (0.2)
Income taxes paid (4.7) (4.1) (0.7) (0.4) 0.1 0.0 (5.3) (4.5)
Cash flow from operating activities 12.4 26.9 (10.5) (10.2) 1.9 3.0 3.8 19.7

Investing activities
Investments in tangible assets (9.3) (8.3) 0.0 0.0 0.0 0.0 (9.3) (8.3)
Investments in intangible assets (5.3) (4.3) 0.0 0.0 0.0 0.0 (5.3) (4.3)
Investment in leasing vehicles (3.6) (1.4) (6.5) (6.0) 0.1 0.0 (10.0) (7.4)
Disposals of fixed assets and leasing vehicles 0.9 1.2 2.2 2.1 0.0 0.0 3.1 3.3
Operating cash flow (4.9) 14.1 (14.8) (14.1) 2.0 3.0 (17.7) 3.0

Investments and divestments of shares, net (1.2) (0.1)
Acquired and divested operations, net 3.4 (1.6)
Interest-bearing receivables incl marketable securites 3.7 2.6
Cash-flow after net investments (11.8) 3.9

Financing activities
Change in loans, net 14.1 8.7
Dividend to AB Volvo shareholders (6.1) (5.1)
Dividend to minority shareholders 0.0 0.0
Other 0.0 0.0
Change in cash and cash equivalents excl. translation differences (3.8) 7.5

Translation difference on cash and cash equivalents (0.8) (0.1)
Change in cash and cash equivalents (4.6) 7.4

Consolidated Cash flow statement
YEAR
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Industrial operations Volvo Group

SEK M Dec 31
2012

Dec 31
2011

Dec 31
2012

Dec 31
2011

Non-current interest-bearing assets
  Non-current customer-financing receivables – – 41,156 40,618
  Non-current interest-bearing receivables 653 757 337 694
Current interest-bearing assets
  Customer-financing receivables – – 39,833 38,081
  Interest-bearing receivables 3,038 1,461 2,574 667
  Internal funding 4,612 2,253 – –
Interest-bearing assets held for sale 0 4 0 4
Marketable securities 3,129 6,838 3,130 6,862
Cash and cash equivalents 24,017 29,113 25,759 30,379
Total financial assets 35,449 40,426 112,789 117,305

Non-current interest-bearing liabilities
  Bond loans (43,092) (38,192) (43,092) (38,192)
  Other loans (33,356) (38,848) (38,433) (47,765)
  Internal funding 33,990 35,453 – –
Current interest-bearing liabilities
  Loans (45,760) (38,644) (50,317) (44,522)
  Internal funding 33,746 24,837 – –
  Interest-bearing liabilities held for sale 0 (6) 0 (6)
Total financial liabilities (54,472) (55,400) (131,842) (130,485)
Net financial position excl post-employment benefits (19,023) (14,974) (19,053) (13,180)

Provisions for post-employment benefits, net (3,955) (4,372) (3,973) (4,388)
Net financial position incl post-employment benefits (22,978) (19,346) (23,026) (17,568)

Consolidated net finanCial position
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SEK bn
Fourth quarter

2012
Year

2012

Beginning of period (34.9) (19.3)
   Cash flow from operating activities 9.6 12.4
   Investments in fixed assets (5.4) (18.2)
   Disposals 0.5 0.9
Operating cash-flow 4.7 (4.9)

Investments and divestments of shares, net 0.0 (1.2)
Acquired and divested operations, net 4.8 3.7
Capital injections to/from Customer Finance operations 0.0 0.9
Currency effect 2.3 3.6
Dividend paid to minority shareholders 0.0 0.0
Dividend paid to AB Volvo shareholders 0.0 (6.1)
Other changes 0.1 0.3
Total change 11.9 (3.7)
Net financial position at end of period (23.0) (23.0)

Changes in net finanCial position,  
industrial operations  

Year

SEK bn 2012 2011

Total equity at end of previous period 85.7 74.1 
Shareholders' equity attributable to equity holders of the parent 
company at beginning of period 84.6 73.1 
Income for the period 11.0 17.8
Other comprehensive income (4.0) (1.2)
Total comprehensive income 7.0 16.6
Dividend to AB Volvo's shareholders (6.1) (5.1)
Share-based payments 0.1 0.1
Transactions with minority interests 0.0 (0.1)
Other changes 0.0 0.0
Shareholders' equity attributable to equity holders of the parent 
company at end of period 85.6 84.6

Minority interests at beginning of period 1.1 1.0
Income for the period 0.2 0.4
Other comprehensive income 0.0 0.1
Total comprehensive income 0.2 0.5
Dividend 0.0 0.0
Minority regarding acquisitions and divestments 0.0 (0.4)
Other changes 0.0 0.0
Minority interests at end of period 1.3 1.1

Total equity at end of period 86.9 85.7

Consolidated Changes in  
shareholders’ equity

Report on the fourth quarter and full year 2012     22



Industrial operations Year

2012 2011

Gross margin, % 21.9 23.2
Research and development expenses in % of net sales 5.0 4.4
Selling expenses in % of net sales 9.0 8.3
Administrative expenses in % of net sales 1.9 1.6
Operating margin, % 5.4 8.5

Dec 31
2012

Dec 31
2011

Return on operating capital, %, 12 months rolling values 16.5 28.8 
Net financial position at end of period, SEK billion (23.0) (19.3)
Net financial position in % of shareholders' equity at end of period (29.3) (25.2)
Shareholders' equity as percentage of total assets, end of period 30.9 28.5 

Volvo Group Year

2012 2011

Gross margin, % 22.6 23.7
Research and development expenses in % of net sales 4.9 4.3
Selling expenses in % of net sales 9.3 8.6
Administrative expenses in % of net sales 1.9 1.5
Operating margin, % 5.8 8.7

Dec 31
2012

Dec 31
2011

Basic earnings per share, SEK, 12 months rolling values 5.44 8.76
Shareholders' equity, excluding minority interests,   
per share, at end of period, SEK 42.2 41.7
Return on shareholders' equity, %, 12 months rolling values 12.9 23.1
Shareholders' equity as percentage of total assets, end of period 25.7 24.3

Customer Finance Dec 31
2012

Dec 31
2011

Return on shareholders' equity, %, 12 months rolling values 12.5 7.3
Equity ratio at end of period, % 8.1 9.1
Asset growth, % from preceding year end until end of period 7.1 11.1

Year

2012 2011

Basic earnings per share, SEK 5.44 8.76
Diluted earnings per share, SEK 5.44 8.75
Number of shares outstanding, million 2,028 2,027
Average number of shares during period, million 2,028 2,027
Average diluted number of shares during period, million 2,030 2,028
Number of company shares, held by AB Volvo, million 101 101
Average number of company shares, held by AB Volvo, million 101 101

Key ratios
  

share data
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SEK M unless otherwise stated

Industrial operations 4/2011 1/2012 2/2012 3/2012 4/2012

Net sales 84,788 77,034 81,938 67,143 69,916 
Cost of sales (65,830) (59,414) (62,567) (53,089) (56,146) 
Gross income 18,958 17,620 19,371 14,054 13,770

Research and development expenses (3,390) (3,708) (3,923) (3,316) (3,847) 
Selling expenses (6,888) (6,489) (6,843) (6,193) (7,057) 
Administrative expenses (1,364) (1,232) (1,511) (1,330) (1,566)
Other operating income and expenses (369) (292) (114) (687) (508) 
Income (loss) from investments in associated companies (11) 8 (7) (7) (17) 
Income from other investments (248) 0 (25) 22 (43) 
Operating income Industrial operations 6,688 5,906 6,949 2,544 731

Customer Finance
Finance and lease income 2,321 2,367 2,487 2,421 2,507
Finance and lease expenses (1,475) (1,484) (1,521) (1,501) (1,530)
Gross income 846 883 967 920 977

Selling and administrative expenses (429) (419) (446) (422) (408)
Credit provision expenses (169) (127) (194) (135) (184)
Other operating income and expenses 18 (5) 60 19 6
Operating income Customer Finance 267 333 386 383 390

Volvo Group
Operating income 6,955 6,239 7,335 2,927 1,121 
Interest income and similar credits 164 142 51 22 295 
Interest expense and similar charges (686) (695) (586) (487) (708) 
Other financial income and expenses (43) (84) (36) (133) (48) 
Income after financial items 6,390 5,602 6,764 2,329 660 

Income taxes (1,592) (1,510) (1,820) (947) 181 
Income for the period* 4,798 4,092 4,943 1,382 841 

* Attributable to
Equity holders of AB Volvo 4,722 4,013 4,862 1,370 793 
Minority interests 76 79 81 12 48 

4,798 4,092 4,943 1,382 841 

Key operating ratios, Industrial operations
Gross margin, % 22.4 22.9 23.6 20.9 19.7
Research and development expenses in % of net sales 4.0 4.8 4.8 4.9 5.5
Selling expenses in % of net sales 8.1 8.4 8.4 9.2 10.1
Administrative expenses in % of net sales 1.6 1.6 1.8 2.0 2.2
Operating margin, % 7.9 7.7 8.5 3.8 1.0

Depreciation and amortization, Volvo Group
Product and Software development, amortization 659 653 639 712 746 
Other intangible assets, amortization 119 103 100 97 142 
Tangible assets, depreciation 2,821 2,711 2,719 2,848 3,287 
Total 3,599 3,466 3,458 3,657 4,175 

Of which
Industrial operations 2,915 2,811 2,764 2,954 3,458 
Customer Finance 683 656 693 703 716 
Total 3,599 3,466 3,458 3,657 4,175

Research and development expenses
Capitalization 1,157 996 1,128 1,224 1,304 
Amortization (570) (586) (583) (579) (641)
Net capitalization of research and development expenses 587 410 545 645 664 

Quarterly figures
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Net sales

SEK M 4/2011 1/2012 2/2012 3/2012 4/2012

Trucks 56,739 48,911 51,331 44,309 47,732
Construction Equipment 16,354 17,999 19,715 13,272 12,572
Buses 6,571 5,224 5,189 4,256 5,626
Volvo Penta 1,839 1,933 2,224 1,720 1,754
Volvo Aero 1,834 1,682 1,945 1,592 –
Other and eliminations 1,451 1,284 1,535 1,994 2,232
Industrial operations 84,788 77,034 81,938 67,143 69,916

Customer Finance 2,321 2,367 2,487 2,422 2,507
Reclassifications and eliminations (602) (563) (522) (452) (630)
Volvo Group 86,507 78,838 83,904 69,111 71,793

Share data 4/2011 1/2012 2/2012 3/2012 4/2012

Earnings per share, SEK* 2.33 1.98 2.40 0.68 0.39
Number of shares outstanding, million 2,027 2,028 2,028 2,028 2,028
Average number of shares during period, million 2,027 2,027 2,027 2,027 2,028
Number of company shares, held by AB Volvo, million 101 101 101 101 101

 
* Earnings per  share are calculated as Income for the period (excl minority interests) divided by the weighted average number of shares outstanding during the period.

Operating income

SEK M 4/2011 1/2012 2/2012 3/2012 4/2012

Trucks 4,866 3,521 4,120 1,695 880
Construction Equipment 1,674 2,131 2,629 650 363
Buses 308 62 176 (58) (129)
Volvo Penta 102 112 268 147 14
Volvo Aero 155 235 305 227 –
Group functions and other (417) (157) (549) (116) (396)
Industrial operations 6,688 5,906 6,949 2,544 731

Customer Finance 267 333 386 383 390
Volvo Group 6,955 6,239 7,335 2,927 1,121

Operating margin

% 4/2011 1/2012 2/2012 3/2012 4/2012

Trucks 8.6 7.2 8.0 3.8 1.8 
Construction Equipment 10.2 11.8 13.3 4.9 2.9 
Buses 4.7 1.2 3.4 (1.4) (2.3)
Volvo Penta 5.5 5.8 12.1 8.5 0.8 
Volvo Aero 8.5 14.0 15.7 14.3 –
Industrial operations 7.9 7.7 8.5 3.8 1.0 
Volvo Group 8.0 7.9 8.7 4.2 1.6 

Quarterly figures

Report on the fourth quarter and full year 2012     25



The Volvo Group applies International Finan-

cial Reporting Standards (IFRS) as endorsed 

by the EU. The accounting principles 

adopted are consistent with those described 

in the 2011 Annual Report for the Volvo 

Group. This interim report has been pre-

pared in accordance with IAS 34 Interim 

Financial Reporting and the Annual 

Accounts Act.

The parent company applies the Annual 

Accounts Act and RFR 2 Reporting for legal 

entities. Application of RFR 2 entails that in 

interim reporting for legal entities, the parent 

company is to apply all IFRSs and interpreta-

tions approved by the EU as far as possible 

within the framework of the Swedish Annual 

Accounts Act, the Pension Obligations Vest-

ing Act, and taking into account the connec-

tion between accounting and taxation.

New accounting principles in 2012

None of the new or amended standards and 

interpretations, effective from January 1, 

2012 have had any significant impact on the 

Volvo Group’s financial statements.

The Swedish Financial Reporting Board 

has published an amendment in RFR 2 

regarding group contribution which is effec-

tive for the annual period beginning January 

1, 2013. This amendment has been early 

adopted by the parent company in 2012. AB 

Volvo applies the alternative rule and group 

contributions are recognized as allocations in 

the income statement. Previously, group con-

tributions were recognized as income from 

investments in group companies. The com-

parative numbers in the 2011 income state-

ment for the parent company have been 

adjusted. 

Other amendments in RFR 2 effective 

from January 1, 2012 have not had any sig-

nificant impact on the parent company’s 

financial statements.

New accounting principles in 2013

IAS 19 Employee benefits

As from January 1, 2013 the amendment to 

IAS 19 Employee benefits is effective. The 

revised standard is applied retrospectively, 

and hence the opening balance for 2012 is 

adjusted in accordance with the revised IAS 

19, and the reported numbers for 2012 are 

restated accordingly for comparison pur-

poses. The restated numbers will be pre-

sented in the 2012 Annual Report for the 

Volvo Group. 

The amended standard removes the option 

to use the corridor method which is used by 

the Volvo Group up to and including the finan-

cial year 2012. According to the revised IAS 

19, discount rate is used when calculating the 

net interest income or expense on the net 

defined benefit liability (asset), hence the 

expected return is no longer used. All 

changes in the net defined liability or asset is 

recognized when they occur. Service cost and 

net interest is recognized in profit and loss, 

while remeasurements such as actuarial 

gains and losses are recognized in other 

comprehensive income.

At year-end 2012 IAS 19 revised has the 

following effects on the reported numbers. 

The recognized pension liability increases by 

SEK 14 billion, as the unrecognized part of 

the pension liability is no longer reported off 

balance. An additional SEK 1 billion for spe-

cial payroll tax is recognized as pension liabil-

ity and the total effect is hence SEK 15 billion. 

Shareholders’ equity decreases by SEK 10 

billion net of deferred taxes. In 2012 amorti-

sation of actuarial gains and losses has nega-

tively impacted operating income by SEK 0.7 

billion. Since the corridor method cannot be 

used the amortisation will cease. The effect 

on the Group’s net interest expense of replac-

ing the expected return by the discount rate in 

the calculation of the return on plan assets 

amounts to negative SEK 0.5 billion. See 

table below for changes in net debt, net debt 

ratio and shareholder’s equity as a percent-

age of total assets in accordance with IAS 19 

revised compared to IAS 19. 

IFRS 10, IFRS 11 and IFRS 12

Volvo Group applies IFRS 10 Consolidated 

Financial Statement, IFRS 11 Joint Arrange-

ments and IFRS 12 Disclosures of Interests 

in Other entities as from January 1, 2013. 

Comparative periods 2012 are restated. The 

change in accounting principle for joint ven-

tures, from the proportional method to the 

equity method, effect net sales 2012 nega-

tive by 1.4%. A complete restate will be pre-

sented in the 2012 Annual Report.

Other new or amended standards effective 

from January 1, 2013 are considered to have 

less impact on the Volvo Group’s financial 

statements. These will be disclosed in the 

2012 Annual Report for the Volvo Group.

Improved presentation of the  

interest net

In the fourth quarter Volvo changed elimination 

methodology relating to financing transactions 

between the segments, Industrial operations 

and Customer Finance to better reflect the 

Group’s interest expenses respectively interest 

income. The change is made year-to-date 

2012 and amounts to SEK 291 M, increasing 

the interest income and decreasing the inter-

est expense. The interest net is not affected.

accounting principles

Effect from IAS 19 Employee benefits,  
Industrial operations

SEK bn

Dec 31
2012

IAS 19

Dec 31
2012 adjusted
IAS 19 revised

Adjust-
ment

Total shareholders’ equity 78 68 (10)

Total assets and liabilities 253 258 5

Provisions for post-employment benefits, net (4) (19) (15)
Net debt excl post-employment benefits (19) (19) –
Net debt incl post-employment benefits (23) (38) (15)

Net debt ratio, excl post-employment benefits (24.3)% (27.9)% (3.6)%
Net debt ratio, incl post-employment benefits (29.3)% (55.5)% (26.1)%

Shareholders’ equity as percentage of total assets 30.9% 26.4% (4.5)%
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New organization

As of January 1, 2012, the Volvo Group intro-

duced a new functional organization which 

better utilizes the global potential of the 

Group’s brands and products and a new 

financial framework to reflect the changes in 

the organization. The re-organization and 

the new framework impacts to some extent 

how revenues and expenses are reported in 

the income statement and between the dif-

ferent reportable segments.

In the new organization from January 1, 

2012, the Trucks operations have been 

structured according to a functional 

approach, whereby the entire Trucks busi-

ness is managed as one single business 

area consisting of five different functional 

organizations: Group Trucks Sales & Market-

ing EMEA (Europe, Middle East, Africa), 

Group Trucks Sales & Marketing Americas, 

Group Trucks Sales & Marketing APAC (Asia 

Pacific), Group Trucks Operations and Group 

Trucks Technology. In addition, a separate 

unit for Truck Joint Ventures is included in 

business area Trucks. Business areas 

Buses, Construction Equipment, Volvo 

Penta and Customer Finance remain as 

separate business areas. Governmental 

Sales and Volvo Rents are treated as sepa-

rate business areas under the new organiza-

tion. The Volvo Group is thereby organized in 

seven business areas after the divestment of 

Volvo Aero in October 2012. As from Octo-

ber 1, 2012 the separate unit Truck Joint 

Ventures is included in Group Truck Sales & 

Marketing APAC. As a result of this change, 

Group Truck Sales & Marketing APAC is 

renamed Group Trucks Sales & Marketing 

and JV’s APAC.

VolVo reorganization  
– IMPACT ON REPORTING STRUCTURE

Former business units Volvo Powertrain, 

Volvo 3P, Volvo Logistics and Volvo Parts are 

included in business area Trucks from 2012. 

The costs of these operations are shared 

between the different business areas based 

on utilization according to the principles of 

the new financial framework. 

As from January 1, 2012 Volvo IT, Group 

Business Services and Volvo Real Estate 

are treated as business support functions 

and costs of operations are shared by the 

business areas based on utilization accord-

ing to the principles of the new financial 

framework. As from January 1, 2013, Volvo 

Real Estate is included in Group Business 

Services.

Impact on segment reporting

Under the prior organization, the Trucks 

operations were organized in four business 

areas, which were aggregated to one report-

able segment for Trucks. Under the new 

organization, the consolidation of the four 

truck areas into one Trucks business area is 

further emphasizing the utilization of 

resources between the different brands to 

optimize the overall global potential for the 

Trucks business. Therefore, the overall Truck 

business is considered one single operating 

segment under the new organization. The 

Volvo Group will thus continue to be reported 

in the six segments Trucks, Construction 

Equipment, Buses, Volvo Penta, Customer 

Finance and Group functions and other. The 

reported segment information is based on 

the information used internally by the chief 

operating decision maker, i.e. the Volvo 

Group CEO. 

The heading Group functions and other 

contains the cost of corporate functions, 

external business related to the business 

support functions and the operations within 

business areas Volvo Rents and Govern-

mental Sales.

Impact on goodwill impairment test 

The Trucks segment is considered one sin-

gle cash generating unit (CGU) under the 

new organization. Goodwill related to the 

area Trucks is therefore evaluated based on 

the cash generation capacity of the overall 

Trucks segment from 2012.  

Restatement of financial reporting  

for 2011

The implementation of the functional organ-

ization has resulted in a reallocation of 

responsibilities within the Group. As a con-

sequence, certain cost items have been 

redefined from a functional perspective, 

causing a shift between the lines in the 

income statement of the Volvo Group as well 

as the income statement of the Industrial 

Operations. In addition, as a result of the 

reorganization as well as the new financial 

framework, certain sales and cost items are 

reported differently from a segment report-

ing perspective from 2012. To facilitate com-

parability between the years, 2011 income 

statement and segment reporting data has 

been restated. A detailed description of 

effects on income statements and segment 

reporting data because of the restatement is 

enclosed in the first quarterly report 2012.
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risks and uncertainties

All business operations involve risk – man-

aged risk-taking is a condition of maintain-

ing a sustained favorable profitability. Risk 

may be due to events in the world and can 

affect a given industry or market. Risk can 

be specific to a single company. Volvo works 

continuously to identify, measure and man-

age risk, and in some cases Volvo can influ-

ence the likelihood that a risk-related event 

will occur. In cases in which such events are 

beyond Volvo’s control, the aim is to minimize 

the consequences. 

The risks to which the Volvo Group are 

exposed are classified into three main cate-

gories: 

External-related risks – such as the 

cyclical nature of the commercial vehicles 

business, intense competition, changes in 

prices for commercial vehicles and govern-

ment regulations; 

Financial risks – such as currency fluc-

tuations, interest levels fluctuations, valua-

tions of shares or similar instruments, credit 

risk and liquidity risk and; 

Operational risks – such as market 

reception of new products, reliance on sup-

pliers, protection and maintenance of intan-

gible assets, complaints and legal actions by 

customers and other third parties and risk 

related to human capital. For a more elabo-

rated account for these risks, please refer to 

the Risk Management section on pages 

69-70 in the 2011 Annual Report for the 

Volvo Group. The Annual Report is available 

at www.volvogroup.com. 

Risk updates 

Short-term risks, when applicable, are also 

described in the respective report per busi-

ness area of this report.

Uncertainty regarding customers’ access 

to the financing of products might have a 

negative impact on demand.

Due to slowdown in the economy and the 

automotive sector Volvo sees increased sup-

In September 2010 Volvo Trucks’ and 

Renault Trucks’ UK subsidiaries, together 

with a number of other international truck 

companies, became subject of an investiga-

tion initiated by the Office of Fair Trading 

(OFT), the British competition authority. In 

June 2012, OFT decided to close its investi-

gation on the grounds that it considers the 

European Commission to be best placed to 

act in the matter. The OFT has reserved its 

right to reopen the investigation.

In January 2011, the Volvo Group and a 

number of other companies in the truck 

industry became part of an investigation by 

the European Commission regarding a pos-

sible violation of EU antitrust rules. 

In April 2011, the Volvo Group’s truck 

business in Korea and a number of other 

truck companies became subject of an 

investigation by the Korean Fair Trade Com-

mission. 

Given the nature of the ongoing investiga-

tions initiated by competition authorities, the 

Volvo Group cannot exclude that they may 

affect the Group’s result and cash flow with 

an amount that may be material. However, as 

regards the investigation initiated in Europe, 

it is too early to assess whether and when 

such effect may occur and hence if and 

when it could be accounted for. The Volvo 

Group has therefore not reported any con-

tingent liability or any provision for the inves-

tigation initiated in Europe. Concerning the 

investigation initiated in Korea a contingent 

liability has however been recognized. 

In May 2011 Volvo Penta became part of 

an investigation by the European Commis-

sion regarding a possible violation of EU 

antitrust rules. In June 2012, the European 

Commission closed the investigation without 

further actions.

plier risks where some suppliers are under 

financial pressure. Consequences thereof 

could be increased cost for Volvo or disrup-

tions in production.

Volvo verifies annually, or more frequently 

if necessary, the goodwill value of its busi-

ness areas and other intangible assets for 

possible impairment. The size of the over-

value differs between the business areas 

and they are, to a varying degree, sensitive to 

changes in the business environment, this is 

the case for Rents, included in segment 

Group functions and Other. Instability in the 

business recovery and volatility in interest 

and currency rates may lead to indications of 

impairment.

The reported amounts for contingent lia-

bilities reflect a part of Volvo’s risk exposure. 

Total contingent liabilities as of December 

31, 2012, amounted to SEK 17,8 billion, an 

increase of SEK 0.6 billion compared to 

December 31, 2011. A major part of the total 

contingent liabilities is related to credit guar-

antees issued as a result of sales in emerg-

ing markets. 

An American court (The United District 

Court of the District of Columbia), on April 

13, 2012 handed down a decision in a dis-

pute between Volvo Powertrain and the U.S. 

Environmental Protection Agency (EPA) 

regarding whether Volvo Penta’s non-road 

engines sold in 2005 were subject to an 

agreement between EPA and Volvo Power-

train whereby the 2006 non-road emission 

standards were pulled-ahead to January 1, 

2005. The Court found in favor of EPA and 

ordered Volvo Powertrain to pay penalties 

and interest of approximately USD 72 M. 

Volvo Powertrain has appealed the decision. 

As of December 31, an amount of SEK 65 M 

has been set as a provision and SEK 404 M 

has been retained as a contingent liability.

Volvo Group is subject to investigations by 

competition authorities. Volvo Group cooper-

ates fully with the respective authority.
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At the end of the fourth quarter there are no 

assets and liabilities held for sale. 

In October, AB Volvo finalized the sale of 

Volvo Aero to the global engineering com-

pany, GKN, for the equivalent of SEK 6.9 bil-

lion on a debt-free basis. The transaction 

was finalized after receiving approval from 

the appropriate authorities. The sale gener-

ated a positive effect on operating income of 

SEK 254 M in the “Group functions and 

other” segment in the fourth quarter, net 

after reversed depreciations. The total capi-

tal gain amount to SEK 568 M, recognized in 

the income statement as Other operating 

income and expense at the same time as 

reversal of depreciation of SEK neg 314 M is 

recognized as Cost of sales. The reversed 

depreciation has previously been recognized 

as a positive adjustment as a consequence 

of IFRS 5, Asset Held for Sale, rules saying 

that depreciation should cease for property 

recognized as asset held for sale. Due to  

the sale, financial net debt is reduced by 

SEK 5.5 billion in the fourth quarter. The 

adjusted purchase price is expected to be 

paid during 2013.

As previously reported, AB Volvo 

increased its shareholding in Deutz AG from 

6.7% to just over 25% in September 2012. 

The purchase price amounted to a total of 

EUR 130 million. Total acquisition value for 

Corporate aCquisitions and divestments

30,246,582 shares amounts to SEK 1,359 M. 

Volvo accounts for Deutz AG as an associ-

ated company in accordance with the equity 

method as from September 12, 2012. 

Income from shares in Deutz is included in 

the consolidated financial statements with a 

time lag of one quarter, hence it is included 

for the first time in the fourth quarter 2012. 

The impact on the Volvo Group is however 

not material. The acquisition analysis was 

completed in the fourth quarter. 

AB Volvo’s share of Deutz’ quarterly 

income is impacted with customary account-

ing adjustments for valuation and accounting 

principles. The transaction is not expected 

to have any material impact on the Volvo 

Group’s earnings or financial position.

During the fourth quarter the acquisition 

of 100% of the French automotive manufac-

turer Panhard was finalized. Panhard was a 

private company specialized in manufactur-

ing of light transport vehicles adapted for 

defense operations. Panhard is included in 

the Volvo Group’s governmental sales busi-

ness area. The purchase price amounted to 

EUR 62.5 million and goodwill to EUR 37.8 

million while the net debt amounted to EUR 

12.2 million. The acquisition has not had any 

significant impact on the Volvo Group’s earn-

ings and financial position.

During 2012 Volvo has expanded the 

ownership in construction equipment rental 

operations through several minor acquisi-

tions of assets and liabilities. These acquisi-

tions have increased assets under operating 

lease of the Volvo Group by SEK 472 M and 

added SEK 559 M to the Volvo Group good-

will. The impact on net debt of Industrial 

operations is SEK 1,097 M, whereof 

assumed liabilities in the acquisitions are 

SEK 97 M. Of the assumed liabilities, SEK 

93 M are Group-internal liabilities to the 

segment Customer Finance. The impact on 

the Group’s cash flow from these acquisi-

tions is SEK 1,000 M. Other than the above, 

the acquisitions have not had any significant 

impact on the Volvo Group. 

See also Important events on page 5 for 

information about the agreement signed 

with the Chinese Vehicle Manufacturer 

Dongfeng Motor Group Company Limited 

(DFG) to acquire 45% of a new subsidiary of 

DFG, Dongfeng Commercial Vehicles 

(DFCV), which will include the major part of 

DFG’s medium- and heavy-duty commercial 

vehicles business. 

Volvo has not made any other acquisitions 

or divestments during the fourth quarter 

that have had a significant impact on the 

Volvo Group.
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In November 2012, the Swedish Parliament 

decided to adopt the Swedish Government’s 

proposal to reduce income tax from 26.3 % 

to 22 %. The new rules are effective as from 

January 1, 2013. Deferred tax assets and 

Sales to associated companies amounted to 

SEK 405 M (341) and purchases from asso-

ciated companies amounted to SEK 668 M 

(14) during the fourth quarter of 2012.  As of 

new tax rate in sweden

related-party transactions 

deferred tax liabilities as of December 31, 

2012 are recognized based on tax rates that 

are decided as per closing date, i.e. 22 %. 

The adjustment of deferred taxes is recog-

nized in the income statement (Income 

December 31, 2012, receivables from asso-

ciated companies amounted to SEK 242 M 

(186) and liabilities to associated companies 

to SEK 632 M (129).  The increase in pur-

taxes), except for the part that refers to 

items that previously have been recognized 

in equity. This impacted income taxes in the 

income statement positively by SEK 213 M 

in the fourth quarter.

chases and liabilities from associated com-

panies is explained by Deutz AG, which is an 

associated company from September 2012.

extended currency disclosures 

Currency effect on operating income Industrial operations Compared to fourth quarter 2011 Compared to third quarter 2012

SEK M

Fourth 
 quarter  

2012

Fourth 
 quarter  

2011 Change

Fourth 
 quarter  

2012

Third 
 quarter  

2012 Change

Net flows in foreign currency (63) (59)
Realized gains and losses on hedging contracts 148 (141) 289 148 (50) 198
Unrealized gains and losses on receivables and liabilities in foreign 
currency 16 237 (221) 16 (63) 79
Unrealized gains and losses on hedging contracts (48) 108 (156) (48) 254 (302)
whereof:

Business Areas 29 71 (42) 29 105 (76)
Group functions and other (77) 37 (114) (77) 149 (226)

Translation effect on operating income in foreign subsidiaries (24) (14)
Total currency effect on operating income 
Industrial operations (175) (98)
whereof:

Business Areas (78) 71
Group functions and other (97) (169)

Applicable currency rates

Quarterly exchange rates Close rates

Fourth quarter 2012 Fourth quarter 2011 Dec 2012 Dec 2011

BRL 3.23760 3.75026 3.18850 3.71090
CNY 1.06640 1.06146 1.04560 1.09980
EUR 8.63560 9.10319 8.62585 8.95395
JPY 0.08246 0.08734 0.07569 0.08924
USD 6.66043 6.75017 6.51685 6.92465

The currency effect from Volvo Aero has 

been excluded in the third quarter 2012 and 

the fourth quarter 2011.

Hedging of commercial currency flows

Volvo only hedges firm flows whereof the 

major part is realized within six months. 

Hedge accounting is not applied and unreal-

ized gains and losses from fluctuations in 

the fair values of the contracts are reported 

in the income statement.

Change in presentation of financial 

instruments related to hedging

As from January 1, 2013 there will be a 

change of the presentation in the income 

statement of financial instruments related to 

hedging of commercial flows, from Operating 

income to Other financial income and 

expenses. Financial instruments related to 

hedging of commercial flows will be pre-

sented in Other financial income and 

expenses to be able to enhance the possibil-

ity to net all internal flows before entering 

into external hedging contracts. The restated 

numbers will be presented in the 2012 

Annual Report for the Volvo Group.
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Balance Sheet 
SEK M

Dec 31 
2012

Dec 31  
2011

Assets
Non-current assets
Intangible assets 52 88
Tangible assets 74 80
Financial assets
   Shares and participations in Group companies 56,465 59,460
   Receivables from Group companies 83 38
   Investments in associated companies 3,741 2,401
   Other shares and participations 248 552
   Deferred tax assets 1,964 3,060
Total non-current assets 62,627 65,679

Current assets
Short-term receivables from Group companies 12,406 10,843
Other short-term receivables 1,078 501
Cash and bank accounts 0 0
Total current assets 13,484 11,344
Total assets 76,111 77,023

Shareholders' equity and liabilities
Shareholders' equity and liabilities
   Restricted equity 9,891 9,891
   Unrestricted equity 31,346 32,268
Untaxed reserves 4 4
Provisions 175 183
Non-current liabilities1) 7 18
Current liabilites2) 34,688 34,659
Total shareholders' equity and liabilities 76,111 77,023

1 Of which SEK 7 M (7) pertains to Group companies.
2 Of which SEK 34,164 M (34,260) pertains to Group companies.

parent company 

Income from investments in group compa-

nies in the fourth quarter includes gain on 

sales of shares in Volvo Aero AB to the Brit-

ish company GKN, a write-down of shares in 

Volvo Italia SpA and dividends.

Allocations includes group contributions. 

According to new accounting principles 

2012, group contribution is recognized as 

Allocations. Previously group contribution 

was recognized as Income from investments 

in group companies and the comparative 

numbers for 2011 have therefore been 

adjusted by SEK 7,085 M. 

In September AB Volvo acquired 

22,117,693 additional shares in Deutz AG 

amounting to SEK 1,107 M, which means 

that the total shareholding amounts to just 

over 25 percent. See page 29, Corporate 

acquisitions and divestments for further 

information. 

Investments in tangible assets amounted 

to SEK 74 M (65). 

Financial net debt amounted to SEK 

27,058 M at the end of the fourth quarter 

(30,665).

Events after the balance sheet date 

See Important events on page 5 of this 

report. No other significant events have 

occurred after the end of the fourth quarter 

2012 that are expected to have a substantial 

effect on the Volvo Group.

Proposed ordinary dividend of  

SEK 3.00 per share

For the full-year 2012, the Board proposes a 

dividend of SEK 3.00 per share, compared 

to SEK 3.00 per share the preceding year.

Göteborg, February 6, 2013

AB Volvo (publ)

The Board of Directors

This report has not been reviewed by AB 

Volvo’s auditors.

Income Statement Fourth quarter Year

SEK M 2012 2011 2012 2011

Net sales1) 203 144 670 721
Cost of sales1) (203) (144) (670) (721)
Gross income 0 0 0 0

Operating expenses1) (231) (336) (978) (1,026)
Income from investments in group companies 3,158 82 3,151 1,658
Income from investments in associated companies (20) 152 4 130
Income from other investments 4 – 9 4
Operating income (loss) 2,911 (102) 2,186 766

Interest income and expenses (278) (428) (1,509) (1,677)
Other finacial income and expenses (54) (20) (112) (96)
Income after financial items 2,579 (550) 565 (1,007)

Allocations 5,628 7,085 5,628 7,085
Income taxes (1,817) (1,674) (1,092) (597)
Income for the period 6,390 4,861 5,101 5,481

1  Of net sales in the fourth quarter, SEK 176 M (110) pertained to Group companies, while purchases  
from Group companies amounted to SEK 115 M (195). 

Other comprehensive income

Income for the period 6,390 4,861 5,101 5,481
Available-for-sale investments – (17) (34) (159)
 Other comprehensive income,  
net of income taxes – (17) (34) (159)

Total comprehensive income for the period 6,390 4,844 5,067 5,322
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deliVeries

Delivered Trucks

Fourth quarter Year

2012 2011 Change, % 2012 2011 Change, % 

Trucks
Europe 23,660 26,332 (10) 84,355 95,113 (11)
   Western Europe 17,748 20,213 (12) 63,730 75,728 (16)
   Eastern Europe 5,912 6,119 (3) 20,625 19,385 6
North America 10,477 13,673 (23) 47,806 42,613 12
South America 6,493 7,843 (17) 23,443 29,274 (20)
Asia 13,819 16,606 (17) 51,514 56,165 (8)
Other markets 4,177 4,175 0 16,899 15,226 11
Total Trucks 58,626 68,629 (15) 224,017 238,391 (6)

 
Light duty (< 7 tons) 4,647 5,384 (14) 18,284 23,982 (24)
Medium duty (7–16 tons) 8,215 9,884 (17) 32,935 34,631 (5)
Heavy duty (>16 tons) 45,764 53,361 (14) 172,798 179,779 (4)
Total Trucks 58,626 68,629 (15) 224,017 238,391 (6)

Mack Trucks
Europe 19 55 (65) 45 55 (18)
   Western Europe – – – – – –
   Eastern Europe 19 55 (65) 45 55 (18)
North America 3,575 5,233 (32) 20,973 16,113 30
South America 946 765 24 2,886 2,872 0
Asia – 6 (100) 30 8 275
Other markets 285 414 (31) 1,143 1,230 (7)
Total Mack Trucks 4,825 6,473 (25) 25,077 20,278 24

Light duty (< 7 tons) – – – – – –
Medium duty (7–16 tons) – – – – – –
Heavy duty (>16 tons) 4,825 6,473 (25) 25,077 20,278 24
Total Mack Trucks 4,825 6,473 (25) 25,077 20,278 24

Renault Trucks
Europe 11,430 12,837 (11) 41,181 48,970 (16)
   Western Europe 10,086 11,308 (11) 36,162 43,849 (18)
   Eastern Europe 1,344 1,529 (12) 5,019 5,121 (2)
North America 74 78 (5) 139 182 (24)
South America 414 202 105 1,266 930 36
Asia 1,225 1,433 (15) 4,076 4,678 (13)
Other markets 1,570 1,419 11 5,510 4,562 21
Total Renault Trucks 14,713 15,969 (8) 52,172 59,322 (12)

Light duty (< 7 tons) 3,543 4,279 (17) 13,941 18,632 (25)
Medium duty (7–16 tons) 2,229 2,328 (4) 7,460 7,979 (7)
Heavy duty (>16 tons) 8,941 9,362 (4) 30,771 32,711 (6)
Total Renault Trucks 14,713 15,969 (8) 52,172 59,322 (12)

AB Volvo (publ) discloses the information 

provided herein pursuant to the Securities 

Markets Act and/or the Financial Instru-

ments Trading Act. The information was sub-

mitted for publication at 7.20 a.m. on  

February 6, 2013. This report contains for-

ward-looking statements that reflect man-

agement’s current views with respect to cer-

tain future events and potential financial 

performance.

Although the Company believes that the 

expectations reflected in such forward look-

ing statements are reasonable, no assur-

ance can be given that such expectations 

will prove to have been correct. Accordingly, 

results could differ materially from those set 

out in the forward looking statements as a 

result of, among other factors, (i) changes in 

economic, market and competitive condi-

tions, (ii) success of business and operating 

initiatives, (iii) changes in the regulatory 

environment and other government actions, 

(iv) fluctuations in exchange rates and (v) 

business risk management.

This report does not imply that the com-

pany has undertaken to revise these for-

ward- looking statements, beyond what is 

required under the company’s registration 

contract with the OMX Nordic Exchange 

Stockholm if and when circumstances arise 

that will lead to changes compared to the 

date when these statements were provided. 
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Fourth quarter Year

2012 2011 Change, % 2012 2011 Change, % 

Volvo Trucks
Europe 12,211 13,440 (9) 43,129 46,088 (6)
   Western Europe 7,662 8,905 (14) 27,568 31,879 (14)
   Eastern Europe 4,549 4,535 0 15,561 14,209 10
North America 6,725 8,150 (17) 26,222 25,229 4
South America 5,092 6,827 (25) 19,158 25,213 (24)
Asia 3,863 4,665 (17) 11,636 14,224 (18)
Other markets 1,404 1,259 12 5,743 4,592 25
Total Volvo Trucks 29,295 34,341 (15) 105,888 115,346 (8)

Light duty (< 7 tons) – – – – – –
Medium duty (7-16 tons) 534 550 (3) 1,781 1,888 (6)
Heavy duty (>16 tons) 28,761 33,791 (15) 104,107 113,458 (8)
Total Volvo Trucks 29,295 34,341 (15) 105,888 115,346 (8)

UD Trucks
Europe – – – – – –
   Western Europe – – – – – –
   Eastern Europe – – – – – –
North America 103 212 (51) 472 1,089 (57)
South America 41 49 (16) 133 259 (49)
Asia 3,692 4,915 (25) 16,240 16,563 (2)
Other markets 918 1,083 (15) 4,503 4,842 (7)
Total UD Trucks 4,754 6,259 (24) 21,348 22,753 (6)

Light duty (< 7 tons) 507 395 28 1,994 2,632 (24)
Medium duty (7-16 tons) 2,088 3,251 (36) 10,583 10,822 (2)
Heavy duty (>16 tons) 2,159 2,613 (17) 8,771 9,299 (6)
Total UD Trucks 4,754 6,259 (24) 21,348 22,753 (6)

Eicher1)

Europe – – – – – –
   Western Europe – – – – – –
   Eastern Europe – – – – – –
North America – – – – – –
South America – – – – – –
Asia 5,040 5,588 (10) 19,532 20,692 (6)
Other markets – – – – – –
Total Eicher 5,040 5,588 (10) 19,532 20,692 (6)

Light duty (< 7 tons) 597 710 (16) 2,349 2,718 (14)
Medium duty (7-16 tons) 3,364 3,755 (10) 13,111 13,942 (6)
Heavy duty (>16 tons) 1,079 1,123 (4) 4,072 4,033 1
Total Eicher 5,040 5,588 (10) 19,532 20,692 (6)

1  The delivery figures relate to the 50% of the joint venture with Eicher Motor which is consolidated in the Volvo Group.

Delivered Buses Fourth quarter Year

2012 2011 Change, % 2012 2011 Change, % 

Buses
Europe 715 851 (16) 2,491 2,695 (8)
   Western Europe 701 836 (16) 2,427 2,601 (7)
   Eastern Europe 14 15 (7) 64 94 (32)
North America 536 817 (34) 1,826 3,014 (39)
South America 962 1,221 (21) 2,560 2,620 (2)
Asia 800 1,027 (22) 2,945 3,417 (14)
Other markets 231 256 (10) 856 1,040 (18)
Total Buses 3,244 4,172 (22) 10,678 12,786 (16)
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Further publication dates

Annual Report March, 2013

Annual General Meeting April 4, 2013

Report on the first quarter 2013 April 25, 2013

Report on the second quarter 2013 July 24, 2013

Report on the third quarter 2013 October 25, 2013

Contacts

Investor Relations:

Christer Johansson +46 31 66 13 34

Patrik Stenberg  +46 31 66 13 36

Anders Christensson +46 31 66 11 91

John Hartwell +1 201 252 8844

Aktiebolaget Volvo (publ)

556012–5790

Investor Relations, VHQ

SE-405 08 Göteborg, Sweden

Tel 031–66 00 00

www.volvogroup.com
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