REPORT ON THE SECOND QUARTER 2014

» In the second quarter net sales
amounted to SEK 72.6 billion
(72.8). Adjusted for currency move-
ments and acquired and divested
units sales decreased by 1%.

» The second quarter operating
income amounted to SEK 4,325 M
(8,279) excluding restructuring
charges of SEK 762 M (16). The
operating income includes
a positive effect totaling
SEK 1,041 M from a capital gain
on the sale of commercial real
estate and the release of a provi-
sion for Volvo Rents. Currency
exchange rates had a negative
impact of SEK 176 M.

» Operating margin in the second
quarter was 6.0% (4.5) exclud-
ing restructuring charges and
4.9% (4.5) including restructur-
ing charges.

» In the second quarter diluted
earnings per share were
SEK 1.22 (0.99).

» In the second quarter operating
cash flow in the Industrial Opera-
tions amounted to SEK 4.0
billion (4.1).

Second quarter

First six months

2014 2013 2014 2013
Net sales, SEK M 72,601 72,756 138,247 131,100
Operating income excl. restructuring charges, SEK M 4,325 3,279 6,913 3,774
Operating margin excl. restructuring charges, % 6.0 4.5 5.0 2.9
Restructuring charges, SEK M (762) (16) (1,080) (30)
Operating income, SEK M 3,563 3,262 5,833 3,744
Operating margin, % 4.9 4.5 4.2 2.9
Income after financial items, SEK M 3,364 2,880 5,091 2,779
Income for the period, SEK M 2,534 2,086 3,675 1,838
Diluted earnings per share, SEK 1.22 0.99 1.75 0.84
Operating Cash Flow in Industrial Operations, SEK Bn 4.0 4.1 (5.0) (3.5)
Return on shareholders' equity, rolling 12 months, % 7.3 5.4
Net order intake, number of trucks 52,974 56,349 108,120 117,394
Net order intake, number of construction equipment 17,343 22,285 36,584 39,955

VOLVO
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CEO’S COMMENTS

Growth in mature markets while
emerging markets declined

When we summarize the market development
for the second quarter and begin with the
Truck operation, we can conclude that our
business in North America and Japan had
positive trends in market shares, volumes and
capacity utilization.

Following the weak first quarter, the Euro-
pean market recovered gradually during the
second quarter, but the improvement started
somewhat later than we had anticipated. This
resulted in us having a certain amount of over-
capacity in production, which had a negative
impact on earnings. Toward the end of the
quarter the order intake increased and the fill-
rate in our plants has improved ahead of the
fall. Our new truck models from Volvo and
Renault Trucks have been very well received in
all the markets in which they were introduced.
Market shares for Volvo have had a positive
development and are at historical high levels.
Market shares for Renault Trucks have declined
slightly, primarily due to the fact that we are
currently switching generation to the new truck
range and a weak total market in France. With
a highly focused effort by the sales organiza-
tion, the order intake for Renault Trucks recov-
ered at the end of the quarter and thus the
fill-rate in our plants has improved ahead of the
fall, although we have some way to go before
reaching the levels we have planned for. Alto-
gether we have had a positive price and margin
development in the European market and the
improvement is mainly attributable to the Volvo
brand.

During the quarter, the Brazilian market
developed as we anticipated, with lower order
intake and sales. In the quarter, we focused on
adapting the entire Brazilian system to lower
demand and consequently, we reduced pro-
duction by using stop days and also reduced
our own inventory of trucks and at dealerships
in order to be in balance with current demand.
The price pressure in the Brazilian market has
increased, which has meant that our price

increases have not been able to fully compen-

sate for the high level of cost inflation in the
country. Al in all, this has a significantly nega-
tive impact on earnings in the Brazilian truck
operations compared with the year-earlier
period. However, history shows that it is neces-
sary to act quickly when we see a decline in
the market. It is also important to emphasize
that we have now nearly completed the adap-
tation to a lower, but historically still good, total
market. Brazil remains a very important and
profitable market for us and it is good to see
that we are continuing to increase our market
shares.

With respect to Construction Equipment,
the second quarter has been characterized by
a considerable decline in the Chinese market,
which has meant that we have had to adapt the
operation to a lower level. The decline has
been rapid and accelerated during the quarter
and we have acted quickly to ensure that pro-
duction and inventory levels as soon as possi-
ble are being balanced with demand. The lower
sales and the work to adapt production vol-
umes had a considerable negative impact on
our profitability. We believe that it will take sev-
eral quarters before the capacity and inventory
in the industry is in balance with demand in
China. Despite the decline, China will be the
world’s largest market for construction equip-
ment for a long time in the future. It is also one
of our most profitable markets and this is why
it is vital to maintain our position with Volvo and
SDLG as a joint number one in the market.

The European and North American markets
continued to expand during the quarter and we
are strengthening our positions in these mar-
kets with our new products. Volvo CE's other
markets remain at low levels.

Production of construction equipment in the
European and American system had the
expected capacity utilization during the quarter.
Production in China and other BRIC countries
was reduced further due to the weak markets,
with resulting low capacity utilization, which

had a negative impact on Volvo CE's earnings.

With the closing of the second quarter, we
are halfway in the strategy program that will
continue until the end of 2015 and which shall
increase the Volvo Group's profitability. The
program is progressing according to plan and
we are beginning to see positive effects from
all the decisions we made in 2012 and 2013.
We are slightly ahead of plan with respect to
our objective of increasing the gross margin on
our trucks through improved price realization,
while we will strengthen our focus on lowering
our operating costs. The measures we are
implementing to reduce our manufacturing
and material costs, including the optimization
of our truck production in Europe, will primarily
gain effect during 2015 as planned. For exam-
ple, during the quarter we consolidated the
production of medium-duty trucks in Europe
from two to one plant.

An important part of our strategy is the effi-
ciency program, which we launched last year.
The program is progressing according to plan,
and by the end of the second quarter we have
reduced the number of white-collar employees
by 1,200 since it was started last fall. During
the quarter, the Swedish voluntary leave pro-
gram was completed and more than 500 regu-
lar white-collar employees will leave the Group
toward the end of the third quarter. We have
also signed an agreement with the French
trade unions and are following the plan with
respect to reducing the number of white-collar
employees in France as well. The goal that
most of the 4,400 employees concerned shall
have left the Group by the end of 2014 remains.

With all the activities and measures that are
currently being implemented, we feel confident
that we will achieve the SEK 9 billion in earn-
ings improvement by the end of 2015 that has

been previously announced.
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Olof Persson
President and CEO
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FINANCIAL SUMMARY OF THE SECOND QUARTER

Net sales on the same level as last year
In the second quarter, net sales for the Volvo
Group amounted to SEK 72,601 M (72,756).
Adjusted for changes in currency exchange
rates net sales decreased by 1%. Sales
increased in Europe and North America
whereas they decreased in South America

and Asia.

Operating income of SEK 4.3 billion
excluding restructuring charges

In the second quarter of 2014 the Volvo
Group’s operating income excluding restruc-
turing charges amounted to SEK 4,325 M
compared with SEK 3,279 M in the second
quarter of 2013. Restructuring charges
amounted to SEK 762 M (16). The operating
margin excluding restructuring charges was
6.0% (4.5).

The increased operating income was pri-
marily driven by a capital gain from the
divestiture of commercial real estate
amounting to SEK 815 M, a release of a pro-
vision related to the divestiture of Volvo
Rents amounting to SEK 226 M, signifi-

cantly lower warranty costs, as last year's

Consolidated income statement,
Volvo Group

Second quarter

First six months

SEKM 2014 2013 2014 2013
Net sales 72,601 72,756 138,247 131,100
Cost of Sales (56,451) (56,876) (107,139) (102,703)
Gross income 16,150 15,880 31,109 28,397
Research and development expenses (4,280) (3,596) (8,417) (7,222)
Selling expenses (7,008) (7,373) (13,654) (14,162)
Administrative expenses (1,369) (1,491) (2,748) (2,796)
Other operating income and expenses 64 (153) 492) (490)
Income (loss) from investments in joint
ventures and associated companies (0) ®) 20 36
Income from other investments 6 1 14 (19)
Operating income 3,563 3,262 5,833 3,744
Interest income and similar credits 78 101 167 199
Interest expense and similar charges (465) (712) (999) (1,270)
Other financial income and expenses 187 229 920 106
Income after financial items 3,364 2,880 5,091 2,779
Income taxes (830) (795) (1,416) (942)
Income for the period* 2,534 2,086 3,675 1,838
*Attributable to:
Equity holders of the parent company 2,472 2,015 3,556 1,711
Minority interests 62 71 119 127
2,534 2,086 3,675 1,838
Basic earnings per share, SEK 1.22 0.99 1.75 0.84
Diluted earnings per share, SEK 1.22 0.99 1.75 0.84

Net sales by market area

earnings were negatively impacted by an

Second quarter First six months

increase in the warranty reserve of SEK900 M,

as well as improved price realization on new SEKM 2014 2013 Change in % 2014 2013 Change in %
) ) Western Europe 22,737 22,000 3 42,653 40,181 6
duct E . Of the SEK 815 M
pro‘ uets |.n urope i € ) n Eastern Europe 5,201 4,645 12 9,526 8,653 10
capital gain, SEK 751 M is reported in Cor- o4 America 18,927 17,444 9 35295 30,192 17
porate and Group functions and SEK 64 M in South America 6,716 8,024 (16) 13,355 14,688 ©)
the Trucks segment. The release of the pro- Asia 13,255 14,908 (11 27,106 27,349 1
vision is reported in Corporate and Group Other markets 5,767 5734 110,312 10,038 3
. Volvo Group 72,601 72,756 0 138,247 131,100 5
functions.
Operating  income was negatively

impacted by adverse market mix, with sig-
nificant sales declines in Brazil and China,
as well as higher research and development
costs in an amount of SEK 684 M. The year-
over-year impact of moving from net capi-
talization of research and development costs
in the second quarter of 2013 to net amorti-
zation in the second quarter of 2014
amounted to SEK 760 M. Cash spend in
research and development was reduced by
SEK 76 M compared to the second quarter
of 2013. Compared with the second quarter
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of 2013 operating income was negatively
impacted by currency exchange rate move-
ments amounting to SEK 176 M.

In the second quarter of 2013, operating
income in the truck segment was positively
impacted by a divestiture of non-core opera-
tions of SEK 99 M and Volvo Penta’s operat-
ing income was positively impacted by SEK

81 M from non-recurring items.

Net financial items

Net interest expense in the second quarter
decreased due to decreased financial liabili-
ties and lower interest rates on outstanding
debt and amounted to SEK 387 M (611). Net
interest expense in the first quarter of 2014
amounted to SEK 445 M.

Income taxes

The tax expense in the second quarter
amounted to SEK 830 M (795), correspond-
ing to a tax rate of 25% (28).

Income for the period and earnings
per share

Income for the period amounted to SEK
2,534 Min the second quarter of 2014 com-
pared with SEK 2,086 M in the second quar-
ter of 2013.

Diluted earnings per share in the second
quarter amounted to SEK 1.22 compared
with SEK 0.99 in the second quarter of
2013.

Cash flow of SEK 4 billion in the
Industrial Operations

In the second quarter of 2014, operating
cash flow in the Industrial Operations
amounted to SEK 4.0 billion (4.1) as a result
of the operating income of SEK 3.2 billion
and an improvement in working capital of
SEK 0.7 billion.

Volvo Group financial position

Net financial debt, excluding provision for
post-employment benefits, in the Industrial
Operations amounted to SEK 24.3 billion,
equal to 35.5 % of shareholders equity, by
the end of the second quarter which is an
increase by SEK 2.7 billion compared to the
end of first quarter. The increase is mainly an
effect of dividend paid, negative currency
effects and the acquisition of Terex hauler
business, partly reduced by positive operat-
ing cash flow and the effect on financial debt
from the divestment of commercial real
estate. Including post-employment benefits

the Industrial operations net debt amounted

to SEK 37.8 billion, which is equal to 55.1%
of shareholders equity.

During the second quarter, currency
movements increased the Volvo Group’s
total assets by SEK 11.8 billion related to
revaluation of assets in foreign subsidiaries.

At the end of the second quarter the
shareholder’s equity for the Volvo Group
amounted to SEK 77.8 billion compared to
SEK 774 billion at year-end 2013. The
equity ratio was 22.2% compared to 22.4%
on December 31, 2013. On the same date,
the equity ratio in the Industrial Operations
amounted to 27.2% (27.0).

Number of employees

On June 30, 2014 the Volvo Group had
94,228 regular employees and 14,419 tem-
porary employees and consultants, com-
pared with 95,633 regular employees and
14,794 temporary employees and consult-
ants at year-end 2013. The divestment of
Volvo Rents reduced the number of regular
employees by 2,166, while the acquisition of
the hauler business from Terex added 433
regular employees. The number of white-
collar employees has been reduced, while
the number of blue-collar employees has

increased, which is volume-related.

S
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SEGMENT OVERVIEW
Net sales Second quarter First six months
12 months
rolling Jan-Dec
SEKM 2014 2013 Changein%  Change in %" 2014 2013 values 2013
Trucks 48,179 46,234 4 4 92,024 83,265 187,233 178,474
Construction Equipment 14,624 16,019 ©9) (10) 27,996 28,164 53,279 53,437
Buses 4,775 4,008 19 18 8,142 7,490 17,358 16,707
Volvo Penta 2,002 2,159 (@) ©) 3,806 3,998 7,358 7,550
Corporate Functions,
Group Functions & Other 1,910 3,170 - - 4,115 5,724 10,802 12,410
Eliminations (589) (760) - - (1,060) (1,422) (2,796) (3,158)
Industrial operations 70,899 70,830 0] 0 135,023 127,210 273,233 265,420
Customer Finance 2,468 2,385 3 2 4,819 4,736 9,620 9,639
Reclassifications and eliminations (766) (459) - - (1,594) (846) (3,084) (2,337)
Volvo Group 72,601 72,756 0] (1) 138,247 131,100 279,769 272,622
* Adjusted for exchange rate fluctuations and acquired and divested units.
Operating income excl. restructuring charges Second quarter First six months
12 months
rolling Jan-Dec
SEKM 2014 2013 Change in % 2014 2013 values 2013
Trucks 2,173 1,851 17 3,971 1,966 8,829 6,824
Construction Equipment 751 1,324 (43) 1,399 1,824 2,167 2,692
Buses 70 11 536 106 @7 8) (190)
Volvo Penta 235 290 (19) 386 390 622 626
Corporate Functions, Group Functions & Other 688 ®17) - 96 (1,133) (2,341) (3,670)
Eliminations 12 3 - 164 7 205 49
Industrial operations 3,928 2,862 37 6,120 2,977 9,475 6,332
Customer Finance 397 416 ) 793 797 1,618 1,622
Volvo Group excl. restructuring charges 4,325 3,279 32 6,913 3,774 10,992 7,854
Restructuring charges
Trucks (370) (16) (688) (30) (1,337) (679)
Construction Equipment 1) 0 ) 0 (1) 0
Buses (6) 0 (6) 0 ®) 0
Volvo Penta 5) 0 (5) 0 ®) 0
Corporate Functions, Group Functions & Other (376) 0 (377) 0 (413) (36)
Industrial operations (758) (16) (1,076) 30) (1,762) (715)
Customer Finance @) 0 [C)) 0 4) 0
Volvo Group restructuring charges (762) (16) (1,080) (30) (1,766) (715)
Volvo Group 3,563 3,262 5,833 3,744 9,226 7,138
Operating margin excl. restructuring charges Second quarter First six months
12 months
rolling Jan-Dec
% 2014 2013 2014 2013 values 2013
Trucks 4.5 4.0 4.3 24 4.7 3.8
Construction Equipment 5.1 8.3 5.0 6.5 41 4.9
Buses 1.5 0.3 1.3 (1.0) 0.0 1.1)
Volvo Penta 1.7 13.4 10.1 9.8 8.5 8.3
Industrial operations 5.5 4.0 4.5 2.3 3.5 24
Volvo Group excl. restructuring charges 6.0 4.5 5.0 2.9 3.9 2.9
Volvo Group 4.9 4.5 4.2 2.9 3.3 2.6
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TRUCKS

Unfavorable market mix

» Strong demand in North America and Japan, weakening market in Brazil

» Order intake declined by 6% compared to last year

» Operating margin excluding restructuring charges amounted to 4.5% (4.0)

Demand improving in North America,
Japan and parts of Europe but weak-
ening in Brazil

During the second quarter demand developed
favorably in North America, Japan and parts
of Europe, while demand in South America
and parts of Asia continued to decline.

In the first six months of 2014, demand in
Europe has gradually improved following the
transition to the new emission standard,
Euro 6, which became effective in January
2014. Markets like Germany, UK and Spain
are developing favorably, while France is rel-
atively weak. Demand in Russia has been
affected by the political turmoil in the region.
Through May registrations of heavy-duty
trucks in Europe showed an increase of 7%
compared with the corresponding period in
2013. We maintain our forecast for the
heavy-duty truck market in Europe for 2014.

Through June, the total North American
retail market for heavy-duty trucks increased
10% to 122,989 vehicles. Customer confi-
dence in the U.S. economy continued to grow,
as did freight demand and construction activ-
ity. We maintain our forecast for the heavy-
duty truck market in North America for 2014.

Through June, the Brazilian market for
heavy-duty trucks decreased by 8% to
45,309 vehicles compared with 2013. The
South American market was affected by
lower GDP growth and business activity
across the continent, particularly in Brazil
where customers are also cautious ahead of
the upcoming presidential elections. The
decline in Brazil is in line with expectations
and we maintain our outlook for the total
Brazilian market for 2014.

The total market in Japan continued to
increase in the second quarter as a result of
an improving Japanese economy with good
GDP-growth. We maintain our forecast for
the total Japanese market for heavy-duty
trucks 2014.

Total market development

First six months

Change vs.
Change Forecast previous
Registrations, number of trucks 2014 2013 in % 2014 forecast
Europe 30" heavy-duty (through May) 90,757 85,104 7 230,000 Unchanged
North America heavy-duty 122,989 111,833 10 260,000 Unchanged
Brazil heavy-duty 45,309 49,344 (8 90,000 Unchanged
China heavy-duty (through April) 293,302 253,677 16 700,000 Unchanged
China medium-duty (through April) 97,585 105,914 (8 280,000 Unchanged
India heavy-duty (through May) 60,750 64,442 (6) 120,000 Unchanged
India medium-duty (through May) 25,939 38,123 (32) 64,000 Unchanged
Japan heavy-duty 20,607 15,477 33 38,000  Unchanged
Japan medium-duty 17,290 14,459 20 42,000  Unchanged
* EU minus Bulgaria plus Norway and Switzerland
Net order intake
per market Second quarter First six months
Change Change
Number of trucks 2014 2013 in % 2014 2013 in %
Europe 22,245 24,350 9) 41,493 50,203 \a7)
Volvo 12,301 14,051 (120 22,527 30,051 (25)
Renault Trucks 9,944 10,299 3 18,966 20,152 ©)
North America 12,953 11,165 16 29,320 24,601 19
Volvo 8,267 6,809 21 17,697 15,114 17
Mack 4,626 4,260 9 11,471 9,184 25
South America 4,953 8,495 42) 11,228 17,520 (36)
Asia 9,012 8,617 6 17,570 16,626 6
Other markets 3,811 3,822 0 8,509 8,444 1
Total Trucks 52,974 56,349 (6) 108,120 117,394 (8)
Non-consolidated operations
VECV/Eicher (100%) 7,502 7,526 0 15,353 17,661 (13)
DVT (100%) 26 79 ©67) 45 125 (64)
Total volumes 60,502 63,954 (5) 123,518 135,180 9)

Truck order intake at 53,000
- book-to-bill of 100%
The total net orders declined by 6% in the
second quarter compared with the year-ear-
lier period. Net orders of 52,974 trucks and
deliveries of 53,223 trucks resulted in a
book-to-bill ratio of 100% for the Group's
wholly-owned operations.

Orders posted large regional differences
in the quarter, where orders in North Amer-
ica continued to improve with an increase of

16% while orders in Europe declined by 9%

compared to the very strong order intake in
the same period last year ahead of the intro-
duction of the new Euro 6 emission regula-
tion. Compared with the first quarter of 2014
orders in Europe increased by 16% in the
second quarter. Renault Trucks was favora-
bly impacted by an increased number of
orders for light-duty trucks while orders for
heavy-duty and medium-duty trucks
declined by 16% in Europe compared with

the second quarter of 2013.
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Orders in South America declined to
4,953 trucks, down by 42% compared with
the second quarter of last year, which was
positively impacted by strong order intake
ahead of an increase in Finame rates on July
1, 2013. Compared with the second quarter
of 2013 orders in Asia increased by 6%,
mainly as a result of higher demand in Japan.
In Asia, the roll-out of the new Volvo program
has continued and the reception has been
very positive. In May, the new UD Quon
heavy-duty truck was launched in Japan.
The new UD Quon has considerably lower
fuel consumption and improved drivability
and strengthens our competitiveness in

Japan.

Deliveries rose by 2% in the second
quarter

In the second quarter of 2014, the Volvo
Group delivered a total of 53,223 trucks,
which was 2% more than in the second quar-
ter of 2013 and 11% more than in the first
quarter of 2014,

Operating margin of 4.5% excluding
restructuring charges

During the second quarter of 2014, the truck
operation's net sales amounted to SEK
48,179 M, which was 4% higher than in the
second quarter of 2013. Adjusted for
changes in exchange rates net sales
increased by 4%. The truck operations
reported an operating income of SEK 2,173
M (1,851) in the second quarter, excluding
charges of SEK 370 M (16) related to the
Group-wide efficiency program. The operat-
ing margin excluding restructuring charges

was 4.5% (4.0).

Deliveries per market Second quarter

First six months

Change Change
Number of trucks 2014 2013 in % 2014 2013 in %
Europe 18,806 19,700 (5) 35,394 34,916 1
North America 14,983 13,203 13 27,984 20,910 34
South America 5,998 7,744 (23) 12,443 13,785 (10)
Asia 8,637 7,073 22 16,863 13,083 29
Other markets 4,799 4,264 13 8,384 7,706 9
Total Trucks 53,223 51,984 2 101,068 90,400 12
Non-consolidated operations
VECV/Eicher (100%) 7,609 7,494 2 15,276 17,589 (13)
DVT (100%) 20 81 (75) 29 135 (79)
Total volumes 60,852 59,559 2 116,373 108,124 8
Net sales by market area Second quarter First six months

Change Change
SEKM 2014 2013 in % 2014 2013 in %
Europe 18,276 17,855 2 35,367 32,701 8
North America 13,275 11,568 15 24,894 19,318 29
South America 5,042 6,416 @1 9,950 11,672 (14)
Asia 7,363 6,594 12 14,350 12,802 12
Other markets 4,223 3,800 1 7,463 6,873 9
Total 48,179 46,234 4 92,024 83,265 1

The improvement was mainly due to signif-
icantly lower warranty costs as last year's
earnings were negatively impacted by an
increase in the warranty reserve of SEK
900 M. The earnings were also favorably
impacted by positive price realization and
lower launch costs for new product ranges in
Europe as well as SEK 64 M from the divest-
ment of commercial real estate. Earnings
were negatively impacted by higher research
and development costs in an amount of SEK
696 M, as an effect of reduced capitalization
compared with the second quarter of 2013.
The year-over-year impact of moving from net

capitalization in the second quarter of 2013

to net amortization in the second quarter of

2014 amounted to SEK 725 M. Cash spend
in research and development was reduced by
SEK 29 M compared to the second quarter of
2013. Operating income was also negatively
impacted by unfavorable market mix, with lower
sales in Brazil, where the price pressure in the
market has increased, which has meant that
our price increases have not been able to fully
compensate for the high level of cost inflation
in the country. Changes in currency exchange
rates had a negative impact on operating
income of SEK 139 M compared to the sec-
ond quarter 2013. In the second quarter of
2013,
impacted by a divestiture of non-core opera-
tions of SEK 99 M.

operating income was positively
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CONSTRUCTION EQUIPMENT
Weak second quarter earnings

» Sales and earnings down
» The Chinese market in decline

» Market growth in North America and Europe

Decline in demand in China

Until May 2014 the European market grew
by 11% with growth coming mainly from
Western Europe while the Russian market
declined. The North American market grew
by 7%, driven by all types of equipment.

The decrease in South America, down
13%, was mainly caused by Brazil, after a
majority of large governmental deals has
been delivered, as well as lower economic
activity overall. The total Asian market, exclud-
ing China, was 2% below 2013 after a contin-
ued decline in India and Southeast Asia.

The Chinese market started to decline in
March and demand for wheel loaders and
excavators weakened further during the
second quarter, which was 19% below last
year. This is mainly caused by low machinery
utilization, reduced access to financing for
dealers and customers as well as reduced

governmental stimulus.

Order intake down 22%, with higher
share of compact equipment

In the second quarter of 2014 order intake
was 22% lower than in the same quarter of
2013, mainly because of lower demand in
Asia and South America.

In Europe order intake in the second quar-
ter was below last year when compared with
the high order intake in the second quarter of
2013. For the first six months of 2014 order
intake was 6% higher than in 2013. The mod-
erate growth was driven by both market
growth and a targeted sales program for
compact equipment.

From a low level in the second quarter of
2013 order intake grew considerably in North
America driven by market growth and by good
order intake on articulated haulers and exca-
vators. In South America order intake was
below last year because of reduced market

demand with reduced order intake on wheel

Total market development

Change in % measured in units
Europe

North America

South America

Asia excl. China

China

Net order intake

Year-to-date May

2014

Forecast 2014
1 0% to 10%
7 0% to 10%

Previous forecast
0% to 10%
0% to 10%

-10% to 0%
-10% to 0%
-5% to 5%

(13) -15%to -5%
(2) -10% to 0%
(6) -20% to-10%

per market Second quarter First six months
Change Change

Number of machines 2014 2013 in % 2014 2013 in %
Europe 3,875 4,213 ®) 7,928 7,469 6
North America 2,120 1,343 58 4,215 3,006 40
South America 774 910 (15) 1,726 1,742 m
Asia 9,951 14,848 (33) 21,260 25,709 an
Other markets 623 971 (36) 1,455 2,029 (28)
Total orders 17,343 22,285 (22) 36,584 39,955 (8)
Of which:
Volvo 9,086 11,365 (20) 20,833 21,952 (©))
SDLG 8,257 10,920 24) 15,751 18,003 (14)

Of which in China 6,772 9,227 (27) 13,249 15,282 (13)
Deliveries per market Second quarter First six months

Change Change

Number of machines 2014 2013 in % 2014 2013 in %
Europe 4,623 4,169 1 8,010 6,979 15
North America 2,181 1,663 40 3,663 2,644 39
South America 872 983 an 1,649 1,716 4)
Asia 9,994 14,616 32 21,348 25,255 (15)
Other markets 732 1,090 (33) 1,491 1,766 (16)
Total deliveries 18,402 22,411 (18) 36,161 38,360 (6)
Of which:
Volvo 10,283 11,611 (11) 20,538 20,377 1
SDLG 8,119 10,900 (26) 15,623 17,983 14

Of which in China 6,761 9,227 27) 13,238 15,282 (13)

loaders for both Volvo and SDLG. After a
weak 2013, orders for compact equipment
increased.

Order intake in Asia was significantly below
last year mainly driven by the slowdown in
China. In the rest of Asia order intake contin-
ued to be low given continued low demand in

India and Southeast Asia.

Deliveries down 18%

In the second quarter of 2014, deliveries
decreased by 18% compared to last year,
mainly driven by lower demand in emerging
markets. Deliveries increased in Europe,
mainly driven by market growth in Germany,
the UK. and France due to targeted pro-

grams focusing on compact equipment. In
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North America the growth was mainly driven
by increased construction activity and low
deliveries last year.

In emerging markets there was a consid-
erable decrease in deliveries, mainly driven
by a rapid slowdown in the Chinese market.
Demand in China is expected to continue to
be weak for several quarters. Conditions in
China with too high inventories after the
slow spring season are putting pressure on
liquidity for both dealers and customers,
negatively impacting the deliveries of both
Volvo and SDLG machines.

Sales and earnings down

In the second quarter of 2014, net sales
decreased by 9% to SEK 14,624 M (16,019).
Adjusted for currency movements net sales
decreased by 10%. Operating
decreased to SEK 751 M (1,324) excluding
restructuring charges of SEK 1 M (0) and
the operating margin was 5.1% (8.3).

income

Net sales by market area

Second quarter

First six months

Change Change
SEKM 2014 2013 in % 2014 2013 in %
Europe 5,144 4,617 11 8,842 8,096 9
North America 2,943 2,349 25 5,318 4,314 23
South America 834 910 @®) 1,520 1,659 ®)
Asia 4,861 7,009 31 10,782 12,308 12)
Other markets 843 1,134 (26) 1,535 1,778 (13)
Total 14,624 16,019 (9) 27,996 28,154 1)

Earnings were negatively impacted by
lower sales, low capacity utilization in the
industrial system and a negative market mix
with decreasing demand in China combined
with lower gross profit margins. Further-
more, demand from the mining industry is
still on a low level and demand for less prof-
itable compact equipment is relatively
higher. Operating income was also impacted
by costs of SEK 51 M relating to the reduc-
tion of the breakeven level in the Swedish

industrial system, which are not included in

the restructuring charges. The acquisition of
the hauler business from Terex had no sub-
stantial impact on sales or earnings in the
second quarter. Compared with the second
quarter of 2013, changes in currency
exchange rates had a negative impact on

operating income of SEK 208 M.

BUSES

Improved earnings in a slowly
recovering market

» Operating income of SEK 70 M excluding restructuring charges

» Deliveries increased by 7%
» Order intake up by 3%

The global bus market is slowly recovering
from historically low levels. In Europe the
total market has been slightly up during the
first four months of the year. The Asian mar-
kets show growth, but from low levels. In
South America, the development of the Bra-
zilian city bus market remains weak, while
the coach segment is gradually recovering.
There is a clear trend towards electro mobil-
ity, with large interest in hybrid technologies
for public transport in South America. In
North America, the trend for the coach and
transit market is somewhat positive.

Volvo Buses delivered 2,194 buses during
the second quarter 2014, compared to
2,050 units in the second quarter of 2013,
an increase of 7%. Deliveries in South
America increased by 20%. European deliv-

eries were up by 33%, while Asia decreased

Net sales by market area

Second quarter

First six months

Change Change
SEKM 2014 2013 in % 2014 2013 in %
Europe 1,912 1,387 38 2,897 2,694 8
North America 1,544 1,278 21 2,613 2,402 9
South America 479 391 23 1,187 824 44
Asia 443 535 7) 858 899 (5)
Other markets 396 417 () 587 671 (13)
Total 4,775 4,008 19 8,142 7,490 9

by 35%. Order intake in the second quarter
totaled 2,403 buses, which was 3% higher
than last year.

Net sales in the second quarter increased
by 19% to SEK 4,775 M (4,008). Adjusted
for currency fluctuations, sales increased by
18%. Buses reported an operating income
of SEK 70 M (11) excluding restructuring
charges of SEK 6 M (0). The operating mar-

gin excluding restructuring charges was
1.56% (0.3). The earnings increase is an
effect of an improved aftermarket business
and higher volumes, which were partially off-
set by production disturbances and negative
product mix. Compared to the second quar-
ter of 2013, operating income was positively
impacted by currency exchange rates in an
amount of SEK 30 M.



REPORT ON THE SECOND QUARTER 2014 10

VOLVO PENTA
Gaining new customers

» Continued weak market conditions
» Lower sales but continued good profitability
» Good inflow of new customers for industrial engines

The marine and industrial engine markets
Net sales by market area

First six months

Second quarter
where Volvo Penta operates are all at rela-

Chgnge Cha.mge

tively low levels. Europe shows early signs of SEKM 2012 2013 in % 2018 2013 in%
) ) . Europe 1,036 1,016 2 1,985 1,951 2

recovery while emerging markets, especially North America 415 469 12 219 830 (13)
China, continue to struggle. Volvo Penta has South America 63 56 13 161 193 31

seen a good inflow of new agreements with Asia 390 524 (26) 761 906 16)

customers in the industrial engine segment. Other markets 98 94 4 180 188 (4)

Customers are now in the process of exten- Total 2,002 2,159 (7) 3,806 3,998 (5)

sive testing. The volume in the total order
book at June 30, 2014 was 5,099 units
(5,563).

Net sales in the second quarter of 2014
decreased by 7% compared to last year and
amounted to SEK 2,002 M (2,1569). Adjusted
for exchange-rate fluctuations, net sales

decreased by 9%. Sales in the second quar-

ter were distributed between business seg-
ments as follows: Marine SEK 1,142 M
(1,169) and Industrial SEK 860 M (990).
Operating income amounted to SEK 235 M
(290) excluding restructuring charges of
SEK 5 M (0). The operating income in the

preceding year included a positive effect

from non-recurring items of SEK 81 M. The
operating margin was 11.7% (13.4). Earnings
were positively impacted by a favorable mar-
ket and product mix. Compared with the sec-
ond quarter of 2013, operating income was
impacted positively by changes in currency

exchange rates by an amount of SEK 31 M.

VOLVO GROUP’S CUSTOMER FINANCE

Portfolio growth

) Strong volumes
» Efficiency improvement
) Stable earnings

The customer finance business continued to
show good growth during the second quar-
ter driven primarily by higher new business
volume in Europe and North America.
Financing penetration of new Volvo Group
deliveries improved slightly during the period
despite signs of increasing competition in
some key markets.

The gross credit portfolio increased, on a
currency-adjusted basis, by 1.4% when com-
pared to the second quarter of 2013. Portfo-
lio performance and credit reserves remained
stable during the quarter.

Operating income amounted to SEK 397 M
(416) excluding restructuring charges of SEK
4 M (0). The positive impacts from growth and
overall improvements in customer repayment

patterns were offset by one-time accounting

Kundfinansiering

First six months

Second quarter

SEKM

Number of financed units

Total penetration rate', %

New financing volume, SEK billion
Credit portfolio net, SEK billion
Credit provision expenses, SEK M
Operating income, excl. restructuring
charges, SEKM

Credit reserves, % of credit portfolio

Return on shareholders’ equity,
rolling 12 months, %

2014 2013 2014 2013
13,992 12,693 25,844 22,763
27 26 27 27
13.9 1.7 24.9 20.8

- - 106 102

227 224 422 385
397 416 793 797

- - 1.34 1.34

- - 10.9 13.2

1 Share of unit sales financed by Volvo Financial Services in relation to the total number of units sold by the
Volvo Group in markets where financial services are offered.

adjustments unrelated to portfolio perfor-
mance.

During the quarter, Volvo Financial Ser-
vices syndicated approximately SEK 3.5 bil-

lion of the credit portfolio across a number of

markets, including SEK 2.0 billion in Brazil, to
support risk diversification and funding strat-

egies.
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IMPORTANT EVENTS

Volvo Construction Equipment final-
izes acquisition of hauler business
from Terex

On May 30, 2014 the previously announced
acquisition of Terex’s hauler business was
completed. The purchase consideration
amounted to USD 160 M (approx. SEK 1 bil-
lion) on a cash and debt-free basis. The deal
includes the main production facility in
Motherwell, Scotland and two product
ranges that offer both rigid and articulated
haulers. It also includes the distribution of
haulers in the U.S. as well as a 25.2% hold-
ing in Inner Mongolia North Hauler Joint
Stock Co. (NHL), which manufactures and
sells rigid haulers under the Terex brand in
China. In 2013, the acquired businesses
(excluding NHL) had net sales of approxi-
mately USD 228 M (approx. SEK 1.5 billion)
and an operating income of approximately
USD 9.5 M (approx. SEK 60 M).

Volvo Group signs EUR 3.5 billion
revolving credit facilities

On July 1, the Volvo Group through its sub-
sidiary Volvo Treasury AB signed new credit
facilities of EUR 3.5 billion. The new facilities
replace the company’s existing EUR 2,000
M and EUR 1,200 M revolving credit facili-
ties signed in 2011 and 2012. The new facil-
ities consist of one facility amounting to EUR
2,300 M with a tenor of five years and a sec-
ond one amounting to EUR 1,200 M with a
tenor of three years. Both have one plus one

year extension options.

Previously reported important events

* Chinese authority approves joint venture
between the Volvo Group and Dongfeng
Motor Group

* Divestiture of Volvo Rents completed

* Volvo Group divests commercial real estate

* Annual General Meeting of AB Volvo

Detailed information about the events is

available at www.volvogroup.com
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CONSOLIDATED INCOME STATEMENT

SECOND QUARTER
Industrial operations Customer Finance Eliminations Volvo Group Total
SEKM 2014 2013 2014 2013 2014 2013 2014 2013
Net sales 70,899 70,830 2,468 2,386 (766) 459) 72,601 72,756
Cost of Sales (55,774) (55,943) (1,443) (1,393) 766 459 (56,451) (56,876)
Gross income 15,125 14,887 1,025 993 (o] (o] 16,150 15,880
Research and development expenses (4,280) (3,596) 0 0 0 0 (4,280) (3,596)
Selling expenses (6,575) (6,981) 433) (392) 0 0 (7,008) (7,373)
Administrative expenses (1,359) (1,482) (10) © 0 0 (1,369) (1,491)
Other operating income and expenses 254 23 (190) a77) 0 0 64 (163)
Income (loss) from investments in joint ventures
and associated companies 0 (6) 0 0 o 0 0 ©)
Income from other investments 5 1 1 1 0] 0 6 1
Operating income 3,170 2,846 393 416 [0} [0} 3,563 3,262
Interest income and similar credits 78 101 0 0 0] 0 78 101
Interest expense and similar charges (465) (712) 0 0 0 0 (465) (712)
Other financial income and expenses 187 229 0 0 (0] 0 187 229
Income after financial items 2,970 2,463 393 416 0 0 3,364 2,880
Income taxes (673) 677) (157) (118) (o] 0 (830) (795)
Income for the period* 2,297 1,786 236 298 0 0 2,534 2,086
*Attributable to:
Equity holders of the parent company 2,472 2,015
Minority interests 62 71
2,534 2,086
Basic earnings per share, SEK 1.22 0.99
Diluted earnings per share, SEK 1.22 0.99
Key operating ratios, %
Gross margin 21.3 21.0 - - - - 222 21.8
Research and development expenses in % of net
sales 6.0 5.1 - - - - 5.9 4.9
Selling expenses in % of net sales 9.3 9.9 - - - - 9.7 10.1
Administrative expenses in % of net sales 1.9 2.1 - - - - 1.9 2.0
Operating margin 4.5 4.0 - - - - 4.9 4.5
CONSOLIDATED OTHER COMPREHENSIVE INCOME
SECOND QUARTER
SEKM 2014 2013
Income for the period 2,534 2,086
Items that will not be reclassified to income statement:
Remeasurements of defined benefit pension plans (329) 1,753
Ttems that may be reclassified subsequently to income statement:
Exchange differences on translation of foreign operations 2,748 1,048
Share of OCl related to joint ventures and associated companies 37 (137)
Exchange differences on hedge instruments of net investment in foreign operations 0 0
Accumulated translation difference reversed to income 1" 0
Available for sale investments 583 139
Cash flow hedges 24 (©)
Other comprehensive income, net of income taxes 3,074 2,798
Total comprehensive income for the period* 5,608 4,884
*Attributable to:
Equity holders of the parent company 5,491 4,751
Minority interests 117 133
5,608 4,884
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CONSOLIDATED INCOME STATEMENT

FIRST SIX MONTHS
Industrial operations Customer Finance Eliminations Volvo Group Total
SEKM 2014 2013 2014 2013 2014 2013 2014 2013
Net sales 135,023 127,210 4,819 4,736 (1,594) (846) 138,247 131,100
Cost of Sales (105,916) (100,743) (2,817) (2,806) 1,594 846 (107,139) (102,703)
Gross income 29,107 26,467 2,002 1,930 0 0] 31,109 28,397
Research and development expenses (8,417) (7,222) 0 0 [0} 0 (8,417) (7,222)
Selling expenses (12,831) (13,376) (822) (786) 0 0 (13,654) (14,162)
Administrative expenses (2,728) ©Q,777) (20) 19) 0 0 (2,748) (2,796)
Other operating income and expenses (120) (161) (371) (330) 0 0 492) (490)
Income (loss) from investments in joint ventures
and associated companies 20 36 (0] 0 (0] 0 20 36
Income from other investments 14 (19) (o] 1 0 0 14 (19)
Operating income 5,044 2,947 788 797 [0} 0 5,833 3,744
Interest income and similar credits 167 199 0 0 0] 0 167 199
Interest expense and similar charges (999) (1,270) 0 0 0 0 (999) (1,270)
Other financial income and expenses 90 106 (V] 0 (0] 0 20 106
Income after financial items 4,302 1,982 788 797 0 0 5,091 2,779
Income taxes (1,103) (712) (313) (230) 0 0 (1,416) (942)
Income for the period* 3,199 1,270 475 567 0 0 3,675 1,838
*Attributable to:
Equity holders of the parent company 3,556 1,711
Minority interests 119 127
3,675 1,838
Basic earnings per share, SEK 1.75 0.84
Diluted earnings per share, SEK 1.75 0.84
Key operating ratios, Volvo Group
Gross margin, % 21.6 20.8 - - - - 22.5 217
Research and development expenses in % of net
sales 6.2 5.7 - - - - 6.1 5.5
Selling expenses in % of net sales 9.5 10.5 - - - - 9.9 10.8
Administrative expenses in % of net sales 2.0 2.2 - - - - 2.0 21
Operating margin, % 3.7 2.3 - - - - 4.2 29
CONSOLIDATED OTHER COMPREHENSIVE INCOME
FIRST SIX MONTHS
SEKM 2014 2013
Income for the period 3,675 1,838
Items that will not be reclassified to income statement:
Remeasurements of defined benefit pension plans (808) 2,421
Ttems that may be reclassified subsequently to income statement:
Exchange differences on translation of foreign operations 2,709 (387)
Share of OCl related to joint ventures and associated companies 59 (123)
Exchange differences on hedge instruments of net investment in foreign operations 0 0
Accumulated translation difference reversed to income 23 0
Available for sale investments 861 116
Cash flow hedges 16 4
Other comprehensive income, net of income taxes 2,860 2,031
Total comprehensive income for the period* 6,535 3,869
*Attributable to:
Equity holders of the parent company 6,416 3,679
Minority interests 119 190
6,535 3,869
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CONSOLIDATED BALANCE SHEET

Industrial operations Customer Finance Eliminations Volvo Group Total
Jun 30 Dec 31 Jun 30 Dec 31 Jun 30 Dec 31 Jun 30 Dec 31
SEKM 2014 2013 2014 2013 2014 2013 2014 2013
Assets
Non-current assets
Intangible assets 37,204 36,479 103 109 0] 0 37,307 36,588
Tangible assets
Property, plant and equipment 53,563 52,146 92 87 0] 0 53,655 52,233
Assets under operating leases 17,673 17,013 14,888 13,714 (4,939) (5,055) 27,622 25,672
Financial assets
Investments in joint ventures and associated companies 4,653 4,377 0 0 0 0 4,653 4,377
Other shares and participations 2,848 1,944 13 6 0 0 2,861 1,950
Non-current customer-financing receivables 926 727 46,461 49,466 (1,001) (6,401) 46,386 43,792
Deferred tax assets 12,470 12,326 893 840 (o] 0 13,363 13,166
Prepaid pensions 8 11 0 1 (o] 0 8 22
Non-current interest-bearing receivables 831 550 27 34 (261) (104) 597 480
Other non-current receivables 3,334 3,017 147 128 (141) (208) 3,340 2,937
Total non-current assets 133,510 128,590 62,624 64,395 (6,342) (11,768) 189,792 181,217
Current assets
Inventories 46,956 40,964 208 189 (o] 0 47,164 41,153
Current receivables
Customer-financing receivables 512 679 44,557 40,854 (817) (1,464) 44,252 40,069
Tax assets 2,096 1,692 54 b7 (o] 0 2,150 1,749
Interest-bearing receivables 1,321 1,645 503 473 (1,358) (1,209) 466 909
Internal funding 2,699 2,266 0 0 (2,699) (2,256) 0 0
Accounts receivable 31,802 29,170 373 245 o 0 32,175 29,415
Other receivables 13,752 12,207 1,580 1,383 (1,015) (936) 14,317 12,654
Non interest-bearing assets held for sale 503 8,102 (0] 0 o 0 503 8,102
Interest-bearing assets held for sale 0] 2 (V] 0 0] 0 (V] 2
Marketable securities 6,046 2,570 2 21 0 0 6,048 2,591
Cash and cash equivalents 12,726 25,660 1,804 1,679 (285) (371) 14,245 26,968
Total current assets 118,413 124,947 49,081 44,901 (6,174) (6,236) 161,320 163,612
Total assets 251,923 253,537 111,705 109,296 (12,516) (18,004) 351,112 344,829
Equity and liabilities
Equity attributable to the equity holders of the
parent company 67,148 67,134 9,226 8,906 @ @ 76,370 76,032
Minority interests 1,455 1,333 (0] 0 0 0 1,455 1,333
Total equity 68,603 68,467 9,226 8,906 @ (8) 77,825 77,365
Non-current provisions
Provisions for post-employment benefits 13,501 12,249 65 73 0 0 13,566 12,322
Provisions for deferred taxes (196) 324 2,000 2,082 0 0 1,804 2,406
Other provisions 6,308 6,005 211 183 1 2 6,520 6,190
Non-current liabilities
Bond loans 46,238 46,585 0 0 0 0 46,238 46,585
Other loans 28,118 31,219 13,501 12,182 (997) (6,537) 40,622 36,864
Internal funding (35,466) (34,027) 37,109 35,761 (1,643) (1,734) 0 0
Other liabilities 14,969 14,315 637 665 (3,327) (3,503) 12,279 11,477
Current provisions 12,790 11,246 76 58 3 0 12,869 11,304
Current liabilities
Loans 42,322 46,806 9,767 6,705 (1,500) (1,959) 50,589 51,552
Internal funding (33,252) (38,090) 35,529 39,659 (2,277) (1,569) 0 0
Non interest-bearing liabilities held for sale 126 332 (o] 0 (0] 0 126 332
Interest-bearing liabilities held for sale 0] 18 [0) 0 (0] 0 [0) 18
Trade payables 50,893 53,685 375 216 (o] 0 51,268 53,901
Tax liabilities 1,034 1,072 321 48 (o] 0 1,355 1,120
Other liabilities 35,935 33,331 2,888 2,758 (2,772) (2,696) 36,051 33,393
Total equity and liabilities 251,923 253,537 111,705 109,296 (12,516) (18,004) 351,112 344,829
Key ratios, %
Total equity as percentage of total assets 27.2 27.0 8.3 8.1 - - 22.2 224
Shareholders' equity per share, excluding minority
interests, SEK - - - - - - 37.7 375
Return on operating capital, 12 months rolling values 8.3 5.9 - - - - - -
Return on shareholders' equity, 12 months rolling values - - 10.9 12.1 - - 7.3 5.0
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CONSOLIDATED CASH FLOW STATEMENT

SECOND QUARTER
Industrial operations Customer Finance Eliminations Volvo Group Total
SEK bn 2014 2013 2014 2013 2014 2013 2014 2013
Operating activities
Operating income (loss) 3.2 2.8 0.4 0.4 0.0 0.0 3.6 3.2
Depreciation tangible assets 1.5 1.4 0.0 0.0 0.0 0.0 1.5 1.4
Amortization intangible assets 0.9 0.8 0.0 0.0 0.0 0.0 0.9 0.8
Depreciation leasing vehicles 0.9 0.9 0.8 0.7 0.0 0.0 1.7 1.6
Other non-cash items (0.3) 1.2 0.2 0.3 (0.1) 0.0 (0.2) 1.5
Total change in working capital whereof 0.7 1.6 (3.2) 4.6) 0.3 0.1 2.2 2.9)
Change in accounts receivable 0.2 4.1 0.1 0.0 0.1 0.0 0.2 (4.2)
Change in customer financing receivables (0.1) 0.0 (3.0) (4.5) 0.2 0.1 .9 (4.4)
Change in inventories 0.2) (2.0) 0.1 0.0 0.0 0.0 (0.3) (2.0)
Change in trade payables (0.5) 7.0 0.3 0.0 (0.1) 0.0 (0.3) 7.0
Other changes in working capital 1.3 0.7 0.3) (0.1 0.1 0.0 1.1 0.7
Interest and similar items received 0.1 0.1 0.0 0.0 0.0 0.0 0.1 0.1
Interest and similar items paid (0.5) 0.6) 0.0 0.0 0.0 0.0 (0.5) 0.6)
Other financial items 0.1) 0.0 0.0 0.0 0.0 0.0 0.1) 0.0
Income taxes paid 0.7) ©.9) (0.2) 0.2) 0.0 0.1 (0.9) (1.0)
Cash flow from operating activities 5.7 7.3 (2.0) (3.4) 0.2 0.2 3.9 4.1
Investing activities
Investments in tangible assets (1.6) (1.8) 0.0 0.0 0.0 0.1 (1.6) (1.9
Investments in intangible assets (0.4) 1.2) 0.0 0.0 0.0 0.0 (0.4) (1.2)
Investment in leasing vehicles 0.0 0.3) (2.7) (1.5) 0.0 0.0 2.7) (1.8)
Disposals of fixed assets and leasing vehicles 0.3 0.1 1.3 0.5 (0.1) 0.0 1.5 0.6
Operating cash flow 4.0 4.1 (3.4) 4.4) 0.1 0.1 0.7 0.2)
Investments and divestments of shares, net 0.0 0.0
Acquired and divested operations, net 0.3 0.1
Interest-bearing receivables incl marketable securites (1.9) (1.5)
Cash-flow after net investments (0.9) (1.6)
Financing activities
Change in loans, net 0.9 6.2
Dividend to AB Volvo shareholders (6.1) ®.1)
Dividend to minority shareholders 0.0 0.0
Other 0.1 ©.1)
Change in cash and cash equivalents excl. translation differences (6.0) (1.6)
Translation difference on cash and cash equivalents 0.4 0.1
Change in cash and cash equivalents (5.6) (1.5)
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CONSOLIDATED CASH FLOW STATEMENT

FIRST SIX MONTHS
Industrial operations Customer Finance Eliminations Volvo Group Total
SEK bn 2014 2013 2014 2013 2014 2013 2014 2013
Operating activities
Operating income 5.0 2.9 0.8 0.8 0.0 0.0 5.8 37
Depreciation tangible assets 3.2 2.7 0.0 0.0 0.0 0.0 3.2 27
Amortization intangible assets 1.7 1.6 0.0 0.0 0.0 0.0 1.7 1.6
Depreciation leasing vehicles 1.5 1.6 1.6 1.4 0.0 0.0 3.1 3.0
Other non-cash items 0.2) 1.1 0.4 0.4 0.1) 0.0 0.1 1.5
Total change in working capital whereof (10.3) 4.6) 0.6 4.9 (5.9) 0.1 (15.6) 9.4)
Change in accounts receivable (1.1 (5.4) 0.1 (0.1 0.0 0.0 (1.2) (5.5)
Change in customer financing receivables 0.0 0.2 0.7 (4.8) (6.0) 0.0 (5.3) (4.6)
Change in inventories “.5) (4.7) 0.1 0.1 0.0 0.0 “.6) (4.6)
Change in trade payables “4.1) 5.7 0.2 0.0 0.0 0.0 (3.9 5.7
Other changes in working capital (0.6) (0.4) 0.1 0.1 0.1 0.1 (0.6) (0.4)
Interest and similar items received 0.2 0.2 0.0 0.0 0.0 0.0 0.2 0.2
Interest and similar items paid (1.0) .1 0.0 0.0 0.0 0.0 (1.0) .1
Other financial items (0.2) . 0.0 0.0 0.0 0.0 (0.2) .
Income taxes paid (1.5) (1.5) (0.2) 0.0 0.0 0.0 1.7) (1.5)
Cash flow from operating activities (1.6) 2.8 3.2 (2.3) (6.0) 0.1 4.4 0.6
Investing activities
Investments in tangible assets (2.8) (3.4) 0.0 0.0 0.0 0.0 (2.8) (3.4)
Investments in intangible assets (1.0) (2.6) 0.0 0.0 0.0 0.0 (1.0) (2.6)
Investment in leasing vehicles (0.1) 0.6) 4.3) (2.8) 0.0 0.0 4.4) (3.4)
Disposals of fixed assets and leasing vehicles 0.5 0.2 21 1.0 (0.1 0.0 2.5 1.2
Operating cash flow (5.0) (3.5) 1.0 “.1) (6.1) 0.1 (10.1) (7.5)
Investments and divestments of shares, net 0.0 0.1)
Acquired and divested operations, net 7.2 0.6
Interest-bearing receivables incl marketable securites (3.3) (2.9)
Cash-flow after net investments (6.2) (10.0)
Financing activities
Change in loans, net (0.7) 13.8
Dividend to AB Volvo shareholders (6.1) ®.1)
Dividend to minority shareholders 0.0 0.0
Other 0.0 ©.1)
Change in cash and cash equivalents excl. translation differences (13.0) (2.4)
Translation difference on cash and cash equivalents 0.3 0.1)
Change in cash and cash equivalents (12.7) (2.5)
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CONSOLIDATED NET FINANCIAL POSITION

Industrial operations Volvo Group
Jun 30 Dec 31 Jun 30 Dec 31

SEK bn 2014 2013 2014 2013
Non-current interest-bearing assets

Non-current customer-financing receivables - - 46.4 43.8

Non-current interest-bearing receivables 0.8 0.6 0.6 0.5
Current interest-bearing assets

Customer-financing receivables - - 44.3 401

Interest-bearing receivables 1.3 1.6 0.5 0.9

Internal funding 2.7 2.3 - -
Interest-bearing assets held for sale 0.0 0.0 0.0 0.0
Marketable securities 6.0 2.6 6.0 2.6
Cash and cash equivalents 12.7 25.7 14.2 27.0
Total financial assets 23.6 32.7 112.0 114.8
Non-current interest-bearing liabilities

Bond loans (46.2) (46.6) 46.2) (46.6)

Other loans (28.1) (31.2) (40.6) (36.9)

Internal funding 35.5 34.0 - -
Current interest-bearing liabilities

Loans 42.3) (46.8) (50.6) (51.6)

Internal funding 33.3 38.1 - -

Interest-bearing liabilities held for sale (0.0) (0.0) (0.0) ©.0)
Total financial liabilities (48.0) (52.5) (137.4) (135.0)
Net financial position excl post-employment benefits (24.3) (19.8) (25.5) (20.2)
Provisions for post-employment benefits, net (13.5) (12.2) (13.6) (12.3)
Net financial position incl post-employment benefits (37.8) (32.1) (39.0) (32.5)
Key ratios, %
Net financial position in % of total equity (55.1) (46.8)
Net financial position excl. pensions in % of total equity (35.5) (29.0)

CHANGES IN NET FINANCIAL POSITION,

INDUSTRIAL OPERATIONS

Second quarter First six months

SEK bn 2014 2014
Beginning of period (34.5) (32.1)
Cash flow from operating activities 5.7 (1.6)
Investments in fixed assets (2.0) (3.9
Disposals 0.3 0.5
Operating cash-flow 4.0 (5.0)
Investments and divestments of shares, net 0.0 0.0
Acquired and divested operations, net* 0.6 7.5
Capital injections to/from Customer Finance operations 0.2 0.5
Currency effect (1.1) (1.4)
Dividend paid to AB Volvo shareholders ®.1 ®.1)
Remeasurements of defined benefit pension plans (0.5) .1
Pension payments and costs, net 0.2 0.2
Other changes 0.2) ©.3)
Total change (3.3) (5.7)
Net financial position at end of period (37.8) (37.8)

“Including claim in a subordinated loan on buyers of commercial real estate.

For more info see note 3 in this report
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CONSOLIDATED CHANGES IN TOTAL EQUITY

First six months Full year
SEK bn 2014 2013
Total equity at end of previous period 77.4 771
IFRS transition effect - -
Total equity at beginning of period 77.4 771
Shareholders' equity attributable to equity holders of the
parent company at beginning of period 76.0 75.8
Income for the period 3.6 3.6
Other comprehensive income 2.9 2.6
Total comprehensive income 6.4 6.2
Dividend to AB Volvo's shareholders (6.1) ®.1)
Share-based payments 0.0 0.1
Transactions with minority interests 0.0 0.0
Other changes 0.0 0.0
Shareholders' equity attributable to equity holders of the
parent company at end of period 76.4 76.0
Minority interests at beginning of period 1.4 1.3
Income for the period 0.1 0.2
Other comprehensive income 0.0 0.1
Total comprehensive income 0.1 0.3
Dividend 0.0 0.2
Minority regarding acquisitions and divestments 0.0 0.0
Other changes 0.0 0.0
Minority interests at end of period 1.5 1.4
Total equity at end of period 77.8 774
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QUARTERLY FIGURES

SEK M unless otherwise stated AEBEE AT Sz

months months

Income statement, Volvo Group 2/2013 3/2013 4/2013 1/2014 2/2014 2014 2013

Net sales 72,756 64,880 76,642 65,646 72,601 138,247 131,100

Cost of Sales (66,876) (50,012) (69,789) (50,687) (56,451) (107,139) (102,703)

Gross income 15,880 14,868 16,853 14,959 16,150 31,109 28,397

Research and development expenses (3,596) (3,711) 4,191) (4,137) (4,280) (8,417) (7,222)

Selling expenses (7,373) (6,786) (7,558) (6,646) (7,008) (13,654) (14,162)

Administrative expenses (1,491) (1,461) (1,605) (1,380) (1,369) (2,748) (2,796)

Other operating income and expenses (163) (536) (2,628) (555) 64 492) (490)

Income (loss) from investments in joint ventures

and associated companies ®) 63 (©) 21 0 20 36

Income from other investments 1 (38) 27 8 6 14 19)

Operating income 3,262 2,398 996 2,269 3,563 5,833 3,744

Whereof restructuring charges (16) (104) (581) (318) (762) (1,080) (30)

Operating income excl. restructuring charges 3,278 2,502 1,577 2,588 4,325 6,913 3,774

Interest income and similar credits 101 93 89 89 78 167 199

Interest expense and similar charges (712) (647) (893) (5634) (465) (999) (1,270)

Other financial income and expenses 229 (140) 45 97) 187 90 106

Income after financial items 2,880 1,704 237 1,727 3,364 5,091 2,779

Income taxes (795) (288) 31 (586) (830) (1,416) (942)

Income for the period* 2,086 1,415 548 1,141 2,534 3,675 1,838

*Attributable to:

Equity holders of the parent company 2,015 1,387 485 1,084 2,472 3,556 1,711

Minority interests 71 28 63 57 62 119 127

2,086 1,415 548 1,141 2,534 3,675 1,838

Key operating ratios, Volvo Group, %

Gross margin 21.8 229 22.0 22.8 22.2 22.5 217

Research and development expenses in % of net sales 4.9 5.7 5.5 6.3 5.9 6.1 5.5

Selling expenses in % of net sales 10.1 10.5 9.9 10.1 9.7 9.9 10.8

Administrative expenses in % of net sales 2.0 2.3 2.1 2.1 1.9 2.0 2.1

Operating margin excl. restructuring charges 4.5 3.9 21 39 6.0 5.0 29

Operating margin 4.5 3.7 1.3 35 4.9 4.2 29

Key operating ratios, Industrial operations, %

Gross margin 21.0 21.9 211 21.8 21.3 21.6 20.8

Research and development expenses in % of net sales 5.1 5.9 5.6 6.5 6.0 6.2 5.7

Selling expenses in % of net sales 9.9 10.1 9.5 9.8 9.3 9.5 10.5

Administrative expenses in % of net sales 2.1 2.3 2.1 2.1 1.9 2.0 2.2

Operating margin excl. restructuring charges 4.0 34 1.6 34 5.5 4.5 2:8

Operating margin 4.0 3.3 0.8 29 4.5 3.7 2.3

EBITDA, Industrial operations, %

Operating income Industrial operations 2,846 2,069 600 1,874 3,170 5,044 2,947
Product and Software development, amortization 759 867 924 743 767 1,510 1,463
Goodwill, revaluation for Volvo Rents 0 0 1,458 0 (o] (o] 0
Other intangible assets, amortization 77 76 79 72 80 153 155
Tangible assets, depreciation 2,291 2,333 2,761 2,329 2,335 4,664 4,358
Total depreciation and amortization 3,127 3,276 5,221 3,145 3,182 6,327 5,975

Operating income before depreciation and amortization

(EBITDA) 5,973 5,345 5,821 5,019 6,353 11,371 8,923

EBITDA margin, % 8.4 8.4 7.8 7.8 9.0 8.4 7.0

Net capitalization of research and development

Capitalization 1,140 542 766 461 397 859 2,311

Amortization (650) (768) (804) (623) (668) (1,291) (1,260)

Net capitalization 489 (226) (38) (162) (271) 432) 1,051
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QUARTERLY FIGURES
Net sales First six First six
months months
SEKM 2/2013 3/2013 4/2013 1/2014 2/2014 2014 2013
Trucks 46,234 43,248 51,961 43,845 48,179 92,024 83,265
Construction Equipment 16,019 12,278 13,005 13,371 14,624 27,996 28,154
Buses 4,008 3,705 5,612 3,367 4,775 8,142 7,490
Volvo Penta 2,159 1,775 1,777 1,804 2,002 3,806 3,998
Corporate Functions, Group Functions & Other 3,170 3,094 3,692 2,206 1,910 4,115 5,724
Eliminations (760) (787) (949) 471) (589) (1,060) (1,422)
Industrial operations 70,830 63,312 74,898 64,123 70,899 135,023 127,210
Customer Finance 2,385 2,350 2,452 2,351 2,468 4,819 4,736
Reclassifications and eliminations (459) (783) (708) (828) (766) (1,594) (846)
Volvo Group 72,756 64,880 76,642 65,646 72,601 138,247 131,100
Operating income excl. restructuring charges First six First six
months months
SEKM 2/2013 3/2013 4/2013 1/2014 2/2014 2014 2013
Trucks 1,851 1,893 2,965 1,798 2,173 3,971 1,966
Construction Equipment 1,324 496 272 647 751 1,399 1,824
Buses 1 (164) 50 36 70 106 7)
Volvo Penta 290 165 72 151 235 386 390
Corporate Functions, Group Functions & Other ®617) (239) (2,198) (592)! 688 96 (1,133)
Eliminations 3 23 20 152 12 164 7
Industrial operations 2,862 2,174 1,181 2,192 3,928 6,120 2,977
Customer Finance 416 327 397 395 397 793 797
Volvo Group excl. restructuring charges 3,278 2,502 1,577 2,588 4,325 6,913 3,774
1 Included in the amount is a negative SEK 139 M pertaining to an elimination of internal profit in connection to the Volvo Rents divestment.
This is offset by an equal positive amount in the Eliminations line. Hence no effect on Group total.
Restructuring charges (see Note 6 Efficiency program)
Trucks (16) (100) (549) (318) (370) (688) (30)
Construction Equipment - - - - 1) 1) -
Buses - - - - 6) (6) -
Volvo Penta - - - - (5) (5) =
Corporate Functions, Group Functions & Other - 4) 32) - (376) (377) -
Industrial operations (16) (104) (581) (318) (758) (1.076) (30)
Customer Finance - - - - 4) 4) -
Volvo Group restructuring charges (16) (104) (581) (318) (762) (1.080) (30)
Volvo Group 3.262 2.398 996 2.269 3.563 5.833 3.744
Operating margin excl. restructuring charges First six First six
months months
% 2/2013 3/2013 4/2013 1/2014 2/2014 2014 2013
Trucks 4.0 4.4 5.7 4.1 4.5 4.3 2.4
Construction Equipment 8.3 4.0 21 4.8 5.1 5.0 6.5
Buses 0.3 4.4) 0.9 1.1 1.5 1.3 (1.0)
Volvo Penta 13.4 9.3 4.0 8.4 11.7 10.1 9.7
Industrial operations 4.0 3.4 1.6 3.4 5.5 4.5 2.3
Volvo Group excl. restructuring charges 4.5 3.9 21 3.9 6.0 5.0 2.9
Volvo Group 4.5 3.7 1.3 3.5 4.9 4.2 2.9
Share data First six First six
months months
2/2013 3/2013 4/2013 1/2014 2/2014 2014 2013
Earnings per share, SEK? 0.99 0.68 0.24 0.53 1.22 1.75 0.84
Earnings per share, SEK? 12 months rolling values 1.94 1.93 1.77 2.45 2.68 = -
Diluted earnings per share 0.99 0.68 0.24 0.53 1.22 1.75 0.84
Number of shares outstanding, million 2,028 2,028 2,028 2,028 2,028 2,028 2,028
Average number of shares during period, million 2,028 2,028 2,028 2,028 2,028 2,028 2,028
Average diluted number of shares during period, million 2,030 2,030 2,031 2,030 2,031 2,031 2,030
Number of company shares, held by AB Volvo, million 101 100 100 100 100 100 101
Average number of company shares, held by AB Volvo, million 101 100 100 100 100 100 101

2 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
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NOTE 1 ACCOUNTING PRINCIPLES

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 Volvo Group Annual Report 2013 note
1 (available at volvogroup.com). There are no
new accounting principles applicable from
2014 that significantly affects the Volvo
Group. Volvo Group has adopted IFRS 10, 11
and 12 from January 1, 2013.

This interim report has been prepared in
accordance with IAS 34 Interim Financial
Reporting and the Swedish Annual Accounts
Act.

The parent company applies the Swedish
Annual Accounts Act and RFR 2 Reporting

for legal entities.

NOTE 2 RISKS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

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 elaborated account for these
risks, please refer to the Risk Management
section on pages 86-87 in the Volvo Group
Annual Report 2013 (available at volvogroup.

com).

Risk updates for the period
Short-term risks, when applicable, are also
described in the respective segment section
of this report.

An increase in demand could potentially
result in delivery disturbances due to suppli-

ers' financial instability or shortage of
resources.

Uncertainty regarding customers’ access
to the financing of products in emerging
markets might have a negative impact on
demand.

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 surplus
value differs between the business areas
and they are, to avarying degree, sensitive to
changes in the business environment. Insta-
bility in the business recovery and volatility in
interest and currency rates may lead to indi-
cations of impairment.

The reported amounts for contingent lia-

bilities reflect a part of Volvo's risk exposure.

Total contingent liabilities as of June 30,
2014, amounted to SEK 16 Bn compared to
SEK 17.3 Bn as of December 31, 2013. A
significant part of the contingent liabilities
are related to credit guarantees issued as a
result of sales in emerging markets, in par-
ticular sales of construction equipment in
China. The gross exposure of SEK 16 Bn is
partly reduced by counter guarantees and
collaterals. Please refer to the Volvo Group
Annual Report 2013 note 24 for a descrip-
tion of the nature of contingent liabilities
including information on the legal proceed-
ings and investigations that the Group is cur-
rently involved in and subject to. The on-go-
ing legal proceedings and investigations are
progressing but during the first six months
no material change has occurred in these
matters compared to the description pro-
vided in note 24 of the Volvo Group Annual
Report 2013.
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NOTE 3 CORPORATE ACQUISITIONS AND DIVESTMENTS

Acquisition of hauler business from
Terex Inc.

On 30 May 2014 the acquisition of the
hauler manufacturing business from Terex
Inc. was finalized. Volvo has acquired 100 %
of Terex Equipment Ltd. based in Mother-
well, Scotland where the main production
facility is located. The deal includes two
product ranges that offer both rigid and
articulated haulers. It includes also the dis-
tribution of haulers in the U.S. as well as a
256.2% holding in Inner Mongolia North
Hauler Joint Stock Co (NHL), which manu-
factures and sells rigid haulers under the
Terex brand in China. NHL is listed on the
Shanghai Stock Exchange.

Terex will be included in the Construction
Equipment segment. The purchase price
amounted to USD 160 M (approximately
SEK 1 Bn) on a cash and debt free basis.
The acquisition will increase the Volvo Group
Industrial Operation’s net financial debt by
SEK 1 Bn. The acquisition resulted in good-
will of SEK 59 M. Acquired net assets
amounted to SEK 1,094 M, whereof intangi-
ble assets other than goodwill of SEK 280 M
and the holding in NHL valued at SEK 233
M. The market value of the NHL shares
approximates SEK 600 M, but the shares
are recognized at the fair value SEK 233 M
taking into consideration a restriction in the
right of disposal. The acquisition has not had
a significant impact on the Volvo Group's
earnings and financial position in the quar-
ter. In 2013, the acquired businesses
(excluding NHL) had net sales of approxi-
mately SEK 1.5 Bn and an operating income
of approximately SEK 60 M.

Divestment of commercial real estate

Companies in the Volvo Group signed an
agreement in March 2014, to sell commer-
cial real estate to companies jointly owned
by Hemfosa Fastigheter AB and AB Sagax,
and to companies owned by AB Sagax. The
transaction has been finalized in the second
quarter 2014 and has reduced net financial
debt in the Volvo Group’s Industrial Opera-
tion by approximately SEK 1.8 Bn, out of
which SEK 0.3 Bn is a claim in a subordi-
nated loan. The impact on operating cash-
flow from the transaction is SEK 0.3 Bn. The
transaction had a positive impact on the
Group’s operating income of SEK 815 M in
the second quarter 2014, whereof SEK
751 M in the segment “Group functions, cor-
porate functions and other” and SEK 64 M in
the segment “Trucks”. The transaction cov-
ered to a large extent real estate in Gothen-
burg owned by the Volvo Group and leased
to external tenants. The transaction also
included properties in Denmark, Sweden
and Finland, where the real estate to a large
extent are continuously rented by compa-

nies in the Volvo Group.

Volvo Rents divestment

The divestiture of Volvo Rents, completed on
January 31 2014, had a positive impact on
operating income in the second quarter
2014 of SEK 226 M as an effect of the
ongoing completion of accounts. No income
effect from the divestment was recognized
in the first quarter 2014. The price amounted
to USD 1.1 Bn, corresponding to SEK 6.9
Bn, and had a positive impact on the Group's

cashflow and net financial debt within the

industrial operation in the first quarter 2014
with the same amount. In connection to the
divestment, Volvo Rents repaid all outstand-
ing loans to Volvo Financial Services.

In the fourth quarter 2013, assets and lia-
bilities pertaining to Volvo Rents were clas-
sified as assets held for sale and a loss of
SEK 1.5 Bn was recognized in operating
income within the segment “Group func-
tions, corporate functions and other”.

Net sales for Volvo Rents in 2013
amounted to SEK 4,212 M and operating

income amounted to a negative SEK 133 M.

Other acquisitions and divestments

Volvo has not made any other acquisitions or
divestments during the second quarter that
have had a significant impact on the Volvo

Group.

Assets and liabilities held for sale

Assets amounting to SEK 503 M and liabili-
ties amounting to SEK 126 M classified as
held for sale at the end of the second quar-
ter 2014, mainly pertain to a planned dealer
divestment and divestment activities within

the efficiency program.
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NOTE 4 CURRENCY AND FINANCIAL INSTRUMENTS

Currency effect on operating income Industrial operations

Compared to second quarter 2013 Compared to first quarter 2014

Second Second Second Second
quarter quarter quarter quarter

SEKM 2014 2013 Change 2014 2014 Change
Net flow in foreign currency (495) 282
Realized gains and losses on hedging contracts 5 4 1 5 9 (CY)
Unrealized gains and losses on receivables and
liabilities in foreign currency (40) (315) 275 (40) 75 (115)
Unrealized gains and losses on hedging contracts (20) (B) (15) (20) (16) 4
Translation effect on operating income in foreign subsidiaries 58 92
Total currency effect on operating income
Industrial operations (176) 251
Applicable currency rates Quarterly exchange rates Close rates

Second Second

quarter quarter Jun 30, Jun 30,

2014 20138 2014 2013

BRL 2.95969 3.18147 3.07270 3.06310
CNY 1.05888 1.056623 1.08650 1.09320
EUR 9.05854 8.57307 9.20575 8.76695
JPY 0.06466 0.06646 0.06652 0.06794
usb 6.59782 6.56162 6.74185 6.71485

Fair value of financial instruments
Valuation principles and principles for hedge
accounting for Volvo Group financial instru-
ments, as described in Volvo Group Annual
Report 2013 Note 30 (available at volvogroup.
com), have been consistently applied through-
out the reporting period.

Financial instruments in the Volvo Group
reported at fair value through profit and loss

consist of marketable securities (see balance

sheet) and interest-, currency- and raw mate-
rial derivatives. Derivatives with positive fair
values amounted to SEK 1.7 Bn and deriva-
tives with negative fair values amounted to
SEK 1.5 Bn as of June 30, 2014. The deriva-
tives are accounted for on gross-basis, with
the exception of derivatives with positive fair
values amounting to SEK 1.1 Bn, netted
against a fair value of a loan of negative 1.1

Bn, related to hedge accounting.

Financial liabilities valued at amortized
cost, reported as Current and non-current
bond loans and other loans, amounted to
SEK 136.8 Bn in reported carrying value
with a fair value of SEK 138.8 Bn. In the
Volvo Group consolidated financial position,
financial liabilities include loan-related deriv-
atives with negative fair values amounting to
SEK 0.6 Bn.

NOTE 5 TRANSACTIONS WITH RELATED PARTIES

Sales to associated companies amounted to
SEK 355 M (522) and purchases from asso-
ciated companies amounted to SEK 567 M
(723) during the second quarter of 2014. As
of June 30, 2014, receivables from associ-
ated companies amounted to SEK 373 M
(301) and liabilities to associated companies
to SEK 484 M (707). Sales to joint ventures

amounted to SEK 231 M (154) and pur-
chases from joint ventures amounted to SEK
66 M (42) during the second quarter of
2014. As of June 30, 2014, receivables
from joint ventures amounted to SEK 122 M
(143) and liabilities to joint ventures to SEK
125 M (68).



REPORT ON THE SECOND QUARTER 2014 24

NOTE 6 EFFICIENCY PROGRAM

The Volvo Group has decided to combine a
number of actions into a Group-wide effi-
ciency program. The program encompasses
both reduction of white collar employees
and consultants and efficiency enhance-
ments in the global industrial system. The
actions’ common feature is that they are the
result of the implementation of the Group’s
three-year strategies and that they are
designed to enhance efficiency and compet-
itiveness.

It is estimated that the program will entail
restructuring costs totaling approximately SEK
5 Bn, whereof approximately SEK 1 Bn is

expected to have no impact on cash flow. The

majority of the restructuring charges are
expected to impact operating income during
2014. Savings are expected to amount to
approximately SEK 4 Bn annually, and will
generate results gradually in 2014, with full
effect achieved by the end of 2015.

As from the third quarter 2013 operating
cost related to the efficiency program is pre-
sented separately, when relevant for opera-
tional follow-up. As a result, in this report oper-
ating income and operating margin is
presented both including and excluding
restructuring charges. The program includes
all restructuring cost, not only cost that meet

the definition of restructuring provisions. The

Efficiency program cost, provision and cash-flow whereof
items with
no cash-flow
SEK bn effect
Total restructuring cost, efficiency program
Announced total restructuring cost 5.0 1.0
Cost recognized
Previous quarters* 1.6 0.8
Current quarter 0.8 0.0
Total cost recognized 24
Remaining restructuring cost 2.6 0.2
Restructuring provision, efficiency program second quarter 2014
Opening balance 0.4
Utilized 0.
New provision 0.7
Closing balance 1.0

* From fourth quarter 2012

cost is recognized as Other operating income
and expense in the Group’s Income state-
ment.

In the second quarter 2014, SEK 762 M
related to the efficiency program is presented
separately. A major part of the quarterly cost
is related to the voluntary leave program in
Sweden.

Please refer to the CEO comments in this
report for information on the announced activ-

ities within the program.
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PARENT COMPANY

Income Statement

Second quarter

First six months

SEK M 2014 2013 2014 2013
Net sales’ 138 149 294 245
Cost of sales' (138) (149) (294) (245)
Gross income (o] 0 (o] (V]
Operating expenses' (291) (251) 492) (537)
Income from investments in Group companies 57 798 (213) 501
Income from investments in joint ventures and
associated companies 19 - 46 31
Income from other investments - 5 7 5
Operating income (loss) (215) 552 (652) (0]
Interest income and expenses (285) (332) (553) (580)
Other financial income and expenses 4 6) 14) (60)
Income after financial items (504) 214 (1,219) (640)
Income taxes 171 ©64) 334 123
Income for the period (333) 150 (885) (517)
1 Of net sales in the second quarter, SEK 108 M (103) pertained to Group companies, while purchases
from Group companies amounted to SEK 77 M (87).
Other comprehensive income
Income for the period (333) 150 (885) (517)
Items that may be reclassified subsequently to income statement:
Available-for-sale investments 570 143 856 68
Other comprehensive income, net of
income taxes 570 143 856 68
Total comprehensive income for the period 237 293 (29) 449)
Balance Sheet
June 30 Dec 31
SEKM 2014 2013
Assets
Non-current assets
Intangible assets 30 38
Tangible assets 63 72
Financial assets
Shares and participations in Group companies 61,046 60,763
Receivables from Group companies 36 59
Investments in joint ventures and associated companies 3,343 3,343
Other shares and participations 2,060 1,203
Deferred tax assets 2,904 2,650
Other long-term receivables 27 27
Total non-current assets 69,509 68,055
Current assets
Short-term receivables from Group companies 8,813 8,951
Other short-term receivables 276 311
Cash and bank accounts (0] 0
Total current assets 9,089 9,262
Total assets 78,598 77,317
Shareholders’ equity and liabilities
Shareholders’ equity
Restricted equity 9,891 9,891
Unrestricted equity 18,604 24,693
Untaxed reserves 5 5
Provisions 158 164
Non-current liabilities' 8 7
Current liabilities? 49,932 42,557
Total shareholders’ equity and liabilities 78,598 77,317

1 Of which SEK 7 M (7) pertains to Group companies.

2 Of which SEK 49,571 M (42,032) pertains to Group companies.

Income from investments in Group compa-
nies for the second quarter includes divi-
dends amounting to SEK 367 M (1,080).

Revaluation of the holding in the listed
company Eicher Motors Ltd to market value
has increased the value during the year by
SEK 856 M, recognized in other comprehen-
sive income.

Investments in tangible assets amounted
to SEK8 M (37).

Financial net debt amounted to SEK
41,138 M (33,685) at the end of the second

quarter.

Events after the balance sheet date

For important events after the balance sheet
date, see page 11 of this report. No other sig-
nificant events have occurred after the end of
the second quarter 2014 that are expected to

have a substantial effect on the Volvo Group.
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The Board of Directors and the CEO certify that the half-yearly financial report gives a fair view of the performance of the

business, position and profit or loss of the Company and the Group, and describes the principal risks and uncertainties
that the Company and the companies in the Group face.

Géoteborg July 18,2014
AB Volvo (publ)

Carl-Henric Svanberg
Chairman of the Board

Matti Alahuhta Jean-Baptiste Duzan James W. Griffith

Board member Board member Board member

Kathryn V. Marinello Hanne de Mora .
Board member Anders Nyrén
Board member
Board member
Olof Persson Lars Westerberg Mats Henning
President, CEO Board member Board member

and Board member

Mikael Sallstrom Berth Thulin
Board member Board member



REPORT ON THE SECOND QUARTER 2014 27

REPORT OF REVIEW OF INTERIM FINANCIAL INFORMATION

Introduction

We have reviewed the interim report for AB
Volvo (publ), reg no 556012-5790, for the
period 1 January-30 June 2014. The board
of directors and the CEQ are responsible for
the preparation and presentation of this
interim report in accordance with IAS 34 and
the Swedish Annual Accounts Act. Our
responsibility is to express a conclusion on

this interim report based on our review.

Scope of Review

We conducted our review in accordance with
Standard on
Engagements ISRE 2410, Review of Interim

the International Review

Peter Clemedtson

Authorized Public Accountant

Lead Partner

Report Performed by the Independent Audi-
tor of the Entity. A review consists of making
inquiries, primarily of persons responsible for
financial and accounting matters, and apply-
ing analytical and other review procedures.
A review is substantially less in scope than
an audit conducted in accordance with Inter-
national Standards on Auditing, ISA, and
other generally accepted auditing standards
in Sweden. The procedures performed in a
review do not enable us to obtain assurance
that we would become aware of all signifi-
cant matters that might be identified in an
audit. Accordingly, we do not express an

audit opinion.

Géteborg, 18 July 2014

PricewaterhouseCoopers AB

Conclusion

Based on our review, nothing has come to
our attention that causes us to believe that
the interim report is not prepared, in all
material respects, in accordance with IAS 34
and the Swedish Annual Accounts Act,
regarding the Group, and with the Swedish
Annual Accounts Act, regarding the Parent

Company.

Johan Rippe

Authorized Public Accountant

Partner
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DELIVERIES

Delivered trucks

Second quarter

First six months

2014 2013 Change, % 2014 2013 Change, %

Group Trucks'

Europe 18,806 19,700 (5) 35,394 34,916 1
Western Europe 14,710 15,401 4 27,377 27,393 0
Eastern Europe 4,096 4,299 5) 8,017 7,523 7

North America 14,983 13,203 13 27,984 20,910 34

South America 5,998 7,744 (23) 12,443 13,785 (10)

Asia 8,637 7,073 22 16,863 13,083 29

Other markets 4,799 4,264 13 8,384 7,706 9

Total Group Trucks 53,223 51,984 2 101,068 90,400 12

Light duty (< 7 tons) 4,344 3,274 33 6,925 6,135 13

Medium duty (7-16 tons) 4,112 4,229 3 7,602 7,884 )

Heavy duty (>16 tons) 44,767 44,481 1 86,541 76,381 13

Total Group Trucks 53,223 51,984 2 101,068 90,400 12

Non-consolidated operations

VECV/Eicher (100%) 7,609 7,494 2 15,276 17,589 (13)

DVT (100%) 20 81 (75) 29 135 (79)

Total volumes 60,852 59,559 2 116,373 108,124 8

Mack Trucks

Europe - - - - 1 -
Western Europe - - - - 1 -
Eastern Europe - - - - - -

North America 6,073 5,689 9 11,365 9,147 24

South America 219 575 62) 369 1,130 67)

Asia 3 7 (67) 3 7 (67)

Other markets 288 266 8 496 471 5

Total Mack Trucks 6,583 6,437 2 12,233 10,756 14

Light duty (< 7 tons) - - - - - -

Medium duty (7-16 tons) - - - - - -

Heavy duty (>16 tons) 6,583 6,437 2 12,233 10,756 14

Total Mack Trucks 6,583 6,437 2 12,233 10,756 14

Renault Trucks

Europe 8,001 8,685 (8 14,127 15,913 (11
Western Europe 7,091 8,054 12) 12,572 14,705 (15)
Eastern Europe 910 631 44 1,555 1,208 29

North America 54 34 59 68 56 21

South America 280 250 12 407 416 (@)

Asia 1,512 629 140 2,096 1,081 94

Other markets 1,639 1,342 22 2,483 2,361 5

Total Renault Trucks 11,486 10,940 5 19,181 19,827 (€))

Light duty (< 7 tons) 3,964 3,000 32 6,221 5,541 12

Medium duty (7-16 tons) 1,169 1,784 (34) 2,023 3,399 (40)

Heavy duty (>16 tons) 6,353 6,156 3 10,937 10,887 0

Total Renault Trucks 11,486 10,940 5 19,181 19,827 (€))

1 60/50 joint-ventures are consolidated using the equity method.

The information is such that AB Volvo (publ)
is obliged to make public pursuant to the
Securities Market Act (SFS 2007:528) and/
or the Act on trade with financial instruments
(SFS 1991:980). The information was dis-
tributed to media for publication on July 18,
2014 at 07:20 a.m.

This report contains forward-looking
statements that reflect the Board of Direc-
tors’ and management'’s current views with
respect to certain future events and poten-
tial financial performance. Although the
Board of Directors and the management
believe that the expectations reflected in
such forward-looking statements are rea-
sonable, no assurance can be given that
such expectations will prove to have been
correct. Accordingly, results could differ
materially from those set out in the for-
ward-looking statements as a result of,
among other factors, (i) changes in eco-
nomic, market and competitive conditions,
(i) success of business and operating initia-
tives, (iii) changes in the regulatory environ-
ment and other government actions, (iv) fluc-
tuations 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 NASDAQ OMX Stockholm,
if and when circumstances arise that will
lead to changes compared to the date when

these statements were provided.
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Second quarter

First six months

2014 2013  Change, % 2014 2013  Change, %

Volvo Trucks

Europe 10,805 11,015 2 21,267 19,002 12
Western Europe 7,619 7,347 4 14,805 12,687 17
Eastern Europe 3,186 3,668 13) 6,462 6,315 2

North America 8,837 7,534 17 16,522 11,5607 44

South America 5,346 6,885 22) 11,444 12,182 ©)

Asia 3,366 3,134 7 6,311 5,784 9

Other markets 1,563 1,492 5 3,114 2,646 18

Total Volvo Trucks 29,917 30,060 0 58,658 51,121 15

Light duty (< 7 tons) - - - - - -

Medium duty (7-16 tons) 680 485 40 1,112 804 38

Heavy duty (>16 tons) 29,237 29,575 (1) 57,546 50,317 14

Total Volvo Trucks 29,917 30,060 0O 58,658 51,121 15

UD Trucks!

Europe - - - - - -
Western Europe - - - - - -
Eastern Europe - - - - - -

North America 19 46 (59) 29 200 (86)

South America 153 34 350 223 57 291

Asia 3,756 3,303 14 8,453 6,211 36

Other markets 1,309 1,164 12 2,291 2,228 3

Total UD Trucks 5,237 4,547 15 10,996 8,696 26

Light duty (< 7 tons) 380 274 39 704 594 19

Medium duty (7-16 tons) 2,263 1,960 15 4,467 3,681 21

Heavy duty (>16 tons) 2,594 2,313 12 5,825 4,421 32

Total UD Trucks 5,237 4,547 15 10,996 8,696 26

Non-consolidated operations

DVT (100%) 20 81 (75) 29 135 (79)

Total volumes 5,257 4,628 14 11,025 8,831 25

Eicher?

Europe - - - - - -
Western Europe - - - - - -
Eastern Europe - - - - - -

North America - - - - - -

South America - - - - - -

Asia 7,609 7,494 2 15,276 17,589 (13)

Other markets - - - - - -

Total Eicher 7,609 7,494 2 15,276 17,589 13)

Light duty (< 7 tons) 1,191 1,164 2 2,526 2,366 7

Medium duty (7-16 tons) 4,296 4,854 (@) 8,763 11,465 (24)

Heavy duty (>16 tons) 2,122 1,476 44 3,987 3,758 6

Total Eicher 7,609 7,494 2 15,276 17,589 13)

1 50/50 joint-ventures are consolidated using the equity method.

2 Eicher is reported under the equity method and consequently sales and deliveries are not consolidated in the Volvo Group.

Buses
Europe 745 560 33 1,057 1,022 3
Western Europe 663 526 26 966 975 O
Eastern Europe 82 34 141 91 47 94
North America 397 375 6 638 661 3)
South America 537 449 20 1,351 1,113 21
Asia 298 458 (35) 590 751 21)
Other markets 217 208 4 333 328 2
Total Buses 2,194 2,050 7 3,969 3,875 2
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Further publication dates

Report on the third quarter 2014

October 24, 2014

Report on the fourth quarter 2014

February 5, 2015

Annual Report 2014

March 2015

Contacts

Investor Relations:
Christer Johansson
Patrik Stenberg
Anders Christensson
John Hartwell

Aktiebolaget Volvo (publ)
556012-56790

Investor Relations, VHQ
SE-405 08 Géteborg, Sweden
Tel 031-66 00 00

www.volvogroup.com

VOLVO

AB Volvo (publ)

SE-405 08 Goteborg, Sweden
Telephone +46 31 66 00 00
www.volvogroup.com

+46 31 66 13 34
+46 31 66 13 36
+46 31 66 11 91
+1 201 2562 8844
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