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IMPORTANT INFORMATION

For certain definitions used in this prospectus, see “Certain definitions” on the next 
page.

A Swedish version of this prospectus has been approved and registered by the Swed-
ish Financial Supervisory Authority (the “SFSA”) as competent authority under Regula-
tion (EU) 2017/1129 of the European Parliament and of the Council of 14 June 2017 on 
the prospectus to be published when securities are offered to the public or admitted to 
trading on a regulated market (the “Prospectus Regulation”).

The prospectus is governed by Swedish law. Disputes arising in connection with this 
prospectus, and related legal matters shall be settled exclusively by Swedish courts. The 
prospectus has been prepared in both Swedish and English language versions. In the 
event of any conflict between the versions, the Swedish version shall prevail.

Volvo Car Group has not taken, and will not take any actions to allow a public offering 
in any jurisdiction other than Sweden, Denmark, Finland and Norway. The offering is not 
being made to persons resident in the United States, Australia, Canada, Japan or any 
other jurisdiction where participation would require additional prospectuses, registration 
or measures besides those required by Swedish law. Consequently, the prospectus may 
not be distributed in or into the mentioned countries or any other country or jurisdiction 
in which distribution or the offering in accordance with this prospectus require such 
measures or otherwise would be in conflict with applicable regulations. Subscription of 
shares and other acquisitions of securities in violation of the restrictions described above 
may be void. Recipients of this prospectus are required to inform themselves about, and 
comply with, such restrictions. Any failure to comply with the restrictions described may 
result in a violation of applicable securities regulations. For further information, see “Sell-
ing and transfer restrictions”.
Investing in shares is associated with risk (see “Risk factors”). When an investor makes 
an investment decision, he or she must rely on his or her own analysis of Volvo Car 
Group, including applicable facts and risks. Investors may only rely on the information in 
this prospectus and any possible supplements to this prospectus. No person is author-
ised to provide any information or make any statements other than those made in this 
prospectus. Should such information or statement nevertheless be provided or be made, 
it should not be considered to have been approved by Volvo Car Group, and the Group is 
not responsible for such information or statements. Neither the publication of this pro-
spectus nor any transaction made in respect of it shall be deemed to imply that the infor-
mation in this prospectus is accurate or applicable at any time other than on the date of 
the publication of this prospectus or that there have been no changes in Volvo Car 
Group’s business since this date. If significant new factors, material mistakes or material 
inaccuracies relating to the information included in this prospectus occur, such changes 
will be announced in accordance with the provisions on prospectus supplements under 
the Prospectus Regulation.

As a condition for acquisition of shares under the Offering in this prospectus, each 
person applying for acquisition of shares shall be deemed to have made or, in some 
cases, be required to make, certain representations and warranties that will be relied 
upon by Volvo Car Group and its advisors (see “Selling and transfer restrictions”). Volvo 
Car Group reserves the right to declare null and void any subscription of shares that Volvo 
Car Group and its advisors believe may give rise to a breach or violation of any law, rule or 
regulation in any jurisdiction.

Information to investors in the United States
The shares in the Company have not been, and will not, be, registered under the United 
States Securities Act of 1933, as amended (the “U.S. Securities Act”) or the securities 
legislation of any state or other jurisdiction of the United States. The shares offered by 
this prospectus may not be offered, subscribed for, exercised, pledged, sold, resold, 
granted, delivered or otherwise transferred, directly or indirectly, within or to the United 
States, except to qualified institutional buyers (“QIBs”), as defined in, and in reliance on, 
the exemption from the registration requirements of the U.S. Securities Act provided in 
Rule 144A under the U.S. Securities Act (“Rule 144A”) or another exemption from, or in 
a transaction not subject to, the registration requirements of the U.S. Securities Act and 
in compliance with any applicable securities legislation in any state or other jurisdiction 
of the United States. A public offering will not be made in the United States. Prospective 
investors receiving this prospectus are hereby notified that Volvo Car Group may be rely-
ing on an exemption from the registration requirements of Section 5 of the U.S. Securi-
ties Act. For a description of these and certain further restrictions regarding the shares 
and the distribution of this prospectus, see “Selling and transfer restrictions”.

The shares have not been approved or disapproved by the U.S. Securities and 
Exchange Commission (the “SEC”), any state regulatory authority in the United States 
or any other U.S. regulatory authority nor have any of the foregoing authorities passed 
upon or endorsed the merits of the Offering or the accuracy or adequacy of this prospec-
tus. Any representation to the contrary is a criminal offense in the United States.

The shares are being offered outside the United States in offshore transactions in 
accordance with Rule 903 or Rule 904 of Regulation S under the U.S. Securities Act 
(“Regulation S”). The terms “offshore transaction” and “United States” have the mean-
ings given to them in Regulation S. Any resale or other transfer, or attempted resale or 
other transfer, of the shares, made other than in compliance with the above stated 
restrictions, shall not be recognised by Volvo Car Group. In addition, until 40 days after 
the commencement of the Offering, an offer or a transfer of shares within the United 
States made by a dealer (regardless of whether such securities broker participates in the 
rights issue or not) may violate the registration requirements of the U.S. Securities Act if 
such offer, sale or transfer is made otherwise than in accordance with Rule 144A or 
another exemption from, or a transaction not subject to, the registration requirements 
under the U.S. Securities Act.

Available information for investors in the United States
Volvo Car Group has agreed that, so long as any of the shares are in issue and are 
“restricted securities” within the meaning of Rule 144(a)(3) under the U.S. Securities 
Act, Volvo Car Group will, during any period in which Volvo Car Group is neither subject 
to section 13 or 15(d) of the U.S. Securities Exchange Act of 1934, as amended, nor 
exempt from reporting pursuant to Rule 12g3-2(b) thereunder, make available, upon 
request, to any holder or beneficial owner of shares, or to any prospective acquirer of the 
shares designated by such holder or beneficial owner, the information specified in, and 
meeting the requirements of, Rule 144A(d)(4) under the U.S. Securities Act.

Information to investors in the EEA 
Within the European Economic Area (“EEA”), no public offering of shares is made in 
other member states than Sweden, Denmark, Finland and Norway. In other member 
states of the European Union (“EU”), such an offering may only be made in accordance 
with an exemption in the Prospectus Regulation. In other member states of the EEA 
which have implemented the Prospectus Regulation in their national legislation, any offer 
may only be made in accordance with an applicable exemption in the Prospectus Regula-
tion and/or in accordance with an applicable exemption under a relevant national imple-

mentation measure. In other member states of the EEA which have not implemented the 
Prospectus Regulation in their national legislation, any offer may only be made in accord-
ance with an applicable exemption under national law. For additional information, see 
“Selling and transfer restrictions”.

Information to investors in the United Kingdom
No public offer of the shares in the Offering may be made to the public in the United 
Kingdom, except that offers of the shares in the Offering may be made under exemptions 
in the Prospectus Regulation as it forms part of domestic law by virtue of the European 
Union (Withdrawal) Act 2018 (the “UK Prospectus Regulation”). 

This prospectus is for distribution only to persons who: (i) have professional experi-
ence in matters relating to investments falling within Article 19(5) of the Financial 
Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the 
“Financial Promotion Order”), (ii) are persons falling within Article 49(2)(a)–(d) 
(“high net worth companies, unincorporated associations etc.”) of the Financial Pro-
motion Order, (iii) are outside the United Kingdom, or (iv) are persons to whom an invi-
tation or inducement to engage in investment activity (within the meaning of section 
21 of the Financial Services and Markets Act 2000 (“FSMA”)) in connection with the 
issue or sale of any securities may otherwise lawfully be communicated or caused to 
be communicated (all such persons together being referred to as “relevant persons”). 
This prospectus is directed only at relevant persons and must not be acted on or relied 
on by persons who are not relevant persons. Any investment or investment activity to 
which this prospectus relates is available only to and will be engaged in only with rele-
vant persons. For additional information, see “Selling and transfer restrictions”.

Stabilisation
In connection with the Offering, the Joint Global Coordinators (with SEB in charge) 
may effect transactions aimed at supporting the market price of the common shares 
of class B at levels above those which might otherwise prevail in the open market. 
Such stabilisation transactions may be effected on Nasdaq Stockholm, in the over-
the-counter market or otherwise, at any time during the period starting on the date of 
commencement of trading in the shares on Nasdaq Stockholm and ending no later 
than 30 calendar days thereafter. The Joint Global Coordinators (with SEB in charge) 
are, however, not required to undertake any stabilisation and there is no assurance 
that stabilisation will be undertaken.

Stabilisation, if undertaken, may be discontinued at any time without prior notice. In 
no event will transactions be effected at levels above the price in the Offering. No later 
than by the end of the seventh trading day after stabilisation transactions have been 
undertaken, the Joint Global Coordinators (with SEB in charge) shall disclose that sta-
bilisation transactions have been undertaken in accordance with Article 5(4) of the Mar-
ket Abuse Regulation 596/2014. Within one week of the end of the stabilisation period, 
the Joint Global Coordinators (with SEB in charge) will make public whether or not  
stabilisation was undertaken, the date at which stabilisation started, the date at which  
stabilisation last occurred and the price range within which stabilisation was carried 
out, for each of the dates during which stabilisation transactions were carried out.

Forward-looking statements
The prospectus contains certain forward-looking statements that reflect Volvo Car 
Group’s current view with respect to, among other things, the intentions, beliefs and cur-
rent expectations of Volvo Car Group concerning, amongst other things, the results of 
operations, the financial condition, prospects, growth, strategies and dividend policy of 
Volvo Car Group and the industry in which it operates. These forward-looking state-
ments involve known and unknown risks and uncertainties, many of which are beyond 
Volvo Car Group’s control. Forward-looking statements are sometimes identified by the 
use of forward-looking terminology such as “intend”, “assess”, “expect”, “may”, “will”, 
“could”, “should”, “shall”, “risk”, “aim”, “predict”, “continue”, “assume”, “position”, “anticipate”, 
“plan”, “believe”, or “estimate” or the negative thereof, other variations thereon or compa-
rable terminology. These forward-looking statements and other statements contained in 
this prospectus regarding matters that are not historical facts involve predictions. No 
assurance can be given that such future results will be achieved; actual events or results 
may differ materially as a result of risks and uncertainties facing Volvo Car Group. Such 
risks and uncertainties could cause actual results to vary materially from the future 
results indicated, expressed or implied in such forward-looking statements. 

Important factors that may cause Volvo Car Group’s future results and develop-
ment to differ from the forward-looking statements include, but are not limited to, 
those described in “Risk factors” (including, for example, risks relating macroeco-
nomic and geopolitical factors, Volvo Car Group’s ability to maintain or improve pric-
ing and profitability, Volvo Car Group’s direct consumer offerings, disruption to Volvo 
Car Group’s supply chains, Volvo Car Group’s international operations, automotive 
industry-related laws and regulations, as well as Volvo Car Group’s financing), which 
should be read in conjunction with other information that is included in this prospec-
tus. The forward-looking statements contained in this prospectus apply only as at the 
date of this prospectus. Volvo Car Group expressly disclaims any obligation or under-
taking to update or change the forward-looking statements contained in this prospec-
tus as a result of new information, future events or similar circumstances, other than 
as required by applicable laws and regulations.

Presentation of financial information
Certain figures in this prospectus, including financial data, have been rounded. Accord-
ingly, figures shown in totals in certain tables may not be an exact arithmetic aggregation 
of the figures which precede them. Unless otherwise stated, no information in this pro-
spectus has been audited or reviewed by an auditor. See “Presentation of financial and 
other information”.

Important information regarding sale of allotted shares 
Note that notifications about allotment to the public in Sweden, Denmark, Finland and 
Norway will be made through distribution of contract notes, expected to be distributed 
on 28 October 2021. Institutional investors are expected to receive notification of allot-
ment on or about 28 October 2021, in particular order, whereupon contract notes are 
dispatched. After payments for the allocated shares have been processed by the Joint 
Bookrunners, the duly paid shares will be transferred to the securities depository 
account or the securities account specified by the acquirer. The time required to transfer 
payments and transfer duly paid shares to such acquirer means that the acquirer will not 
have shares available in the specified securities depository account or the securities 
account until on or around 1 November 2021. Trading in the Company’s shares on Nas-
daq Stockholm is expected to commence on or around 28 October 2021. Accordingly,  
if shares are not available in an acquirer’s securities account or securities depository 
account until on or around 1 November 2021, the acquirer may not be able to sell these 
shares on Nasdaq Stockholm as from the first day of trading, but first when the shares 
are available in the securities account or the securities depository account.
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Introduction and warning
Introduction and warning
This summary should be read as an introduction to the prospectus. 
Any decision to invest in the securities should be based on consid-
eration of the prospectus as a whole by the investor. An investor 
could lose all or part of the invested capital. Where a claim relating 
to the information contained in this prospectus is brought before a 
court, the plaintiff investor might, under the national law, have to 
bear the costs of translating the prospectus before the legal pro-
ceedings are initiated. Civil liability may only attach to those per-
sons who have tabled the summary, including any translation 
thereof, but only where the summary is misleading, inaccurate or 
inconsistent when read together with the other parts of the pro-
spectus, or where it does not provide, together with other parts of 
the prospectus, key information in order to aid investors when con-
sidering whether to invest in such securities.

Information about the issuer
Volvo Car AB (publ) (corporate ID No. 556810-8988) is a Swedish 
public limited liability company. The address of the Company’s head 
offices is SE-405 31 Gothenburg, Sweden. The ISIN code of the 
common shares of class B is SE0016844831. The Company’s LEI 
code is 5299000EAMGGBEYP7J33.

Information about the offeror
In addition to the shares offered by Volvo Car Group, Geely Sweden 
Holdings AB (“Geely Sweden” or the “Principal Shareholder”) 
has reserved the right to increase the Offering and sell up to an 
additional 94,339,622 existing common shares of class B. Pro-
vided that the Overallotment Option is exercised in full, the Principal 
Shareholder is also offering up to an additional 70,754,716 existing 
common shares of class B in the Offering. Geely Sweden Holdings 
AB is a Swedish limited liability company with the address Lind-
holmsallén 8B, SE-417 55 Gothenburg, Sweden. Geely Sweden’s 
LEI code is 529900AJRI28VHHLMU47.

Competent authority
A Swedish language version of this prospectus has been approved 
by the SFSA, which is the regulatory authority responsible for 
approving the prospectus in accordance with the Prospectus Regu-
lation in Sweden.

Contact information for the Swedish Financial Supervisory 
Authority is P.O. Box 7821, SE-103 97 Stockholm, telephone num-
ber +46 (0)8 408 980 00, and website www .fi.se.

The prospectus was approved by the SFSA on 18 October 2021.

Key information on the issuer
Who is the issuer of the securities?
Volvo Car AB (publ) (corporate ID No. 556810-8988) is the issuer 
of the securities under this prospectus. The Board of Directors of 
the Company has its statutory seat (Sw. säte) in the municipality of 
Gothenburg, Sweden. The Company is a public limited liability com-
pany (Sw. publikt aktiebolag) incorporated in Sweden on 7 June 
2010. The Company conducts operations in accordance with the 
Swedish Companies Act (Sw. aktiebolagslagen (2005:551)). The 
Company’s LEI code is 5299000EAMGGBEYP7J33.

Principal activities
Volvo Car Group is one of the world’s fastest growing (both in terms 
of units sold and revenue) premium automotive brands, providing 
its customers with the freedom to move in a personal, sustainable 
and safe way. Volvo Car Group believes that its unique structure1 
and focused strategy makes it one of the fastest transformers in the 
global automotive industry, with mid-decade ambitions dedicated 
to electrification, sustainability and digitisation. Founded and head-
quartered in Gothenburg, Sweden in 1927, over the course of its 
history, Volvo Car Group has been a global force for automotive 
safety and innovation. Volvo Car Group has been credited with a 
number of industry leading innovations that are now standard in 
cars across the world, such as the three-point safety belt, the side 
impact protection system, side impact airbags and autonomous 
emergency braking. Volvo Car Group is focused on the design, engi-
neering, manufacturing, distribution and sale of premium passenger 
cars, now with particular focus on sustainability, fully electric cars 
and direct consumer relations, including subscription and other new 
mobility services.

Volvo Car Group offers a focused range of premium car models 
that are recognised for their design, safety and technological innova-
tion. During the twelve months ended 30 June 2021, Volvo Car 
Group sold more than 770,000 cars in over 100 countries, of which 
74 per cent comprised XC Series models (SUVs), 14 per cent com-
prised S Series models (sedans) and 12 per cent comprised V Series 
models (estates). Volvo cars are marketed and sold online in 
selected markets through Volvo Car Group’s online store, 
www .volvocars.com, and in physical stores through approximately 
2,300 retail partners. With its global headquarters in Gothenburg, 
Sweden and regional headquarters in Shanghai, China and Mahwah, 
New Jersey, United States, the core markets for Volvo Car Group are 
Europe, China and the United States, which accounted for 44 per 
cent, 25 per cent and 17 per cent, respectively, of its retail sales 
(units) in 2020.

1) Volvo Car Group believes that its structure is unique because it exerts  
operational control over and consolidates its Chinese operations in a way that 
no other Western OEM to date has replicated.

Summary
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Ownership structure
The table below sets forth Volvo Car Group’s ownership structure 
prior to and directly after completion of the Offering, respectively, 
provided that all allocated shares have settled as allocated, reflect-
ing both the ownership structure if the Overallotment Option is not 
exercised and the Offering is not increased, and if the Overallot-
ment Option is fully exercised and the Offering is fully increased. 
The table is also based on the assumption that (i) certain changes to 
the share capital structure in conjunction with the Offering (includ-
ing a redemption of preference shares, a share conversion, a share 

Executive Management
The table below sets forth the members of Volvo Car Group’s Executive Management, as of the date of this prospectus.

Name Position/Area of responsibility

Håkan Samuelsson President and CEO

Björn Annwall Chief Financial Officer

Henrik Green Product Creation

Maria Hemberg General Counsel, Group Legal & Corporate Governance

Lex Kerssemakers Commercial Operations

Anders Gustafsson Americas

Arek Nowinski*) EMEA

Xiaolin Yuan APAC

Javier Varela Engineering and Operations

Hanna Fager Corporate Functions

Olivia Ross-Wilson*) 1) Communication

*) Does not report to the CEO.
1) Employment starts in December 2021.

Auditor
Deloitte AB (P.O. Box 33, SE-401 20 Gothenburg, Sweden) is the Company’s auditor. The authorised public accountant Jan Nilsson is  
auditor-in-charge.

Prior to the Offering

After the Offering  
(if the Overallotment Option is not exercised 

and the Offering is not increased)

After the Offering  
(if the Overallotment Option is fully exercised 

and the Offering is fully increased)

Shareholder

Common 
shares of 
class A

Com-
mon 
shares 
of 
class B

Prefer-
ence 
shares of 
class C

Shares, 
%

Votes, 
%

Common 
shares of 
class A

Common 
shares of 
class B

Shares, 
%

Votes, 
%

Common 
shares of 
class A

Common 
shares of 
class B

Shares,  
%

Votes, 
%

Major share-
holders

Geely  
Holding 50,000,000 – – 97.8 99.8 1,863,207,500 636,792,500 83.3 97.5 1,863,207,500 492,164,401 78.4 96.7

AMF1) – – 681,818 1.3 0.1 – 77,475,947 2.6 0.4 – 77,475,947 2.6 0.4

Folksam2) – – 456,976 0.9 0.1 – 35,309,516 1.2 0.2 – 35,309,516 1.2 0.2

Total major  
shareholders 50,000,000 – 1,138,794 100.0 100.0 1,863,207,500 749,577,963 87.0 98.0 1,863,207,500 604,949,864 82.2 97.3

New share-
holders – – – – – – 390,125,138 13.0 2.0 – 534,753,237 17.8 2.7

Total new 
and existing 
shareholders 50,000,000 – 1,138,794 100.0 100.0 1,863,207,500 1,139,703,101 100.0 100.0 1,863,207,500 1,139,703,101 100.0 100.0

1) AMF Pensionsförsäkring.
2) Folksam ömsesidig sakförsäkring, Folksam ömsesidig livförsäkring (Tjänstepension), Folksam ömsesidig livförsäkring (Övrig försäkring) and KPA Pensions-
försäkring AB (publ).

split, an issue in kind and a directed share issue to the current pref-
erence shareholders) have been carried out and; (ii) the Offering 
Price corresponds to the midpoint of the Price Range. 

The Company is owned and controlled by its largest shareholder 
Zhejiang Geely Holding Group Company Limited (“Geely Holding”) 
(through its indirect subsidiary Geely Sweden), holding 97.8 per cent 
of the shares and 99.8 per cent of the votes in the Company. Geely 
Holding is owned as to 91 per cent by Eric Li (Chairperson of the 
Company’s Board) and 9 per cent by Eric Li’s son Li Xing Xing.
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What is the key financial information regarding the issuer?
The selected historical financial information presented below as of 
and for the financial years ended 31 December 2020, 2019 and 
2018 (other than non-IFRS measures) has been derived from Volvo 
Car Group’s audited consolidated financial statements as of and for 
each respective financial year. The selected historical financial infor-
mation presented below as of and for the six months ended 30 
June 2021 and 2020, respectively (other than non-IFRS measures) 
has been derived from Volvo Car Group’s unaudited interim consoli-
dated financial statements as of and for the first six months 2021 
(with comparative information as of and for the first six months 

2020). Volvo Car Group’s consolidated financial statements for the 
financial years 2020, 2019 and 2018 have been prepared in accord-
ance with the International Financial Reporting Standards, issued 
by the International Accounting Standards Board (IASB), as 
adopted by the EU (“IFRS”), and have been audited by the Compa-
ny’s auditor Deloitte AB. Volvo Car Group’s unaudited interim con-
solidated financial statements as of and for the first six months 
2021 (with comparative information as of and for the first six 
months 2020) have been prepared in accordance with IAS 34 – 
Interim Financial Reporting and have been reviewed by the Compa-
ny’s auditor Deloitte AB.

Condensed consolidated income statements 
For the year ended 31 December For the six months ended 30 June

MSEK (unless otherwise stated) 2020 2019 2018 2021 2020

Revenue 262,833 274,117 252,653 141,131 111,759

Operating income 8,516 14,303 14,185 13,238 -989

Net income 7,788 9,603 9,781 9,627 -1,171

EBIT margin, %1) 3.2 5.2 5.6 9.4 -0.9

1) Non-IFRS measure (alternative performance measure).

Condensed consolidated balance sheets
As of 31 December As of 30 June

MSEK 2020 2019 2018 2021 2020

Total assets 262,312 243,367 211,234 253,543 235,602

Total equity 70,418 63,648 61,251 73,190 62,879

Net cash1) 35,241 25,214 18,029 24,090 11,781

1) Non-IFRS measure (alternative performance measure).

Condensed consolidated statement of cash flows 
For the year ended 31 December For the six months ended 30 June

MSEK 2020 2019 2018 2021 2020

Cash flow from operating activities 33,952 32,374 26,765 1,046 -3,473

Cash flow from investing activities -20,670 -20,801 -22,060 -7,945 -9,330

Cash flow from financing activities -834 -831 -743 -7,457 4,187

Cash flow for the period 12,448 10,742 3,962 -14,356 -8,616

What are the key risks that are specific to the issuer?
Volvo Car Group is exposed to risks relating to macroeconomic 
and geopolitical factors
Demand for cars is influenced by a variety of factors, including, 
among other things, the growth rate of the global economy, cur-
rency fluctuations, availability of credit and levels of indebtedness, 
financial market development, disposable income of consumers, 
consumer sentiment, GDP growth, national debt in relation to GDP, 
unemployment levels, interest rates, environmental policies, tax 
policies and duties, safety regulations, freight rates, as well as vehi-
cle, fuel and electricity prices. In the past, economic slowdowns 
have significantly affected the automotive industry due to 
decreased demand for cars. In addition, escalated trade barriers 
may affect the whole car industry. As Volvo Car Group’s business is 
mainly focused on the European, Chinese and U.S. markets, 
adverse developments in trade and fiscal policies, economic and 
political events, or reduced demand for cars in general, or the 

Group’s cars in particular, in any of these regions could have a mate-
rial adverse effect on the financial performance and profitability of 
Volvo Car Group. Furthermore, a weak macroeconomic environ-
ment and/or a low level of consumer sentiment may lead existing 
and potential customers to refrain from purchasing a new car, defer 
a purchase further or purchase a smaller model with fewer specifi-
cations at a lower price, which may have a material adverse impact 
on demand for Volvo cars.

Volvo Car Group is dependent on its ability to maintain  
or improve pricing and profitability
The premium segment of the global automotive industry is highly 
competitive, which has resulted in many original equipment manu-
facturers (“OEMs”) offering marketing incentives on vehicles in an 
attempt to increase demand and maintain and grow market share. 
As a result, the Group may not be able to set its prices to offset 
higher costs of marketing incentives, commodity or other cost 



SUMMARY

INVITATION TO ACQUIRE SHARES IN VOLVO CAR AB (PUBL)  7

increases, or the impact of adverse currency fluctuations, including 
pricing advantages foreign competitors may have because of their 
weaker home market currencies. Continuation of, or increased 
incentives and other pricing measures by competitors could have a 
material adverse effect on the Group’s profitability. Volvo Car 
Group’s ability to maintain or improve pricing is further linked to the 
Group operating in the premium market, as the Group therefore can 
set its car prices higher than cars in other segments. Any change in 
customers’ view of Volvo Car Group, for example if Volvo Car Group 
does not meet customers’ preferences with respect to, for example, 
design, styling, technology or quality, resulting in them no longer 
considering Volvo Car Group a premium brand, would affect Volvo 
Car Group’s ability to maintain or improve pricing.  

Volvo Car Group is exposed to risks relating to disruptions to its 
supply chains, including the global shortage of semiconductors
The Group relies on a global network of suppliers for sourcing raw 
materials, parts, systems, software and components used in the 
manufacture of its cars. In 2020, Volvo Car Group purchased goods 
and services from in total approximately 9,700 suppliers and from 
approximately 1,700 manufacturing sites globally, which are 
exposed to regulatory, geopolitical, geographical, operational, 
financial, environmental and other risks. Accordingly, the Group is 
exposed to disruptions in the supply chain, and its ability to procure 
supplies in a cost-effective and timely manner or at all is subject to 
various factors. For example, in the first quarter of 2021, a global 
shortage of semiconductors arose due to increased global demand, 
mainly as a consequence of the increased demand for consumer 
electronics during the COVID-19 pandemic. The semiconductor 
shortage has continued during the second and third quarters of 
2021. The global shortage of semiconductors, in combination with 
renewed lockdowns as a result of the delta variant of COVID-19, 
has led to Volvo Car Group imposing temporary production halts in 
the first, second and third quarters of 2021 at its manufacturing 
plants in China, the United States, Belgium and Sweden. The tem-
porary production halts have resulted in loss of produced volumes, 
which in relation to some plants are not deemed possible to be 
recovered. Furthermore, adverse economic conditions and falling 
car sales have had a significant financial impact on the Group’s sup-
pliers in the past. A deterioration in automobile demand and lack of 
access to sufficient financial arrangements for the Group’s supply 
chain could impair the timely availability of components. In addition, 
if a global automotive manufacturer was to become insolvent, this 
would have an adverse impact on the supply chains and may further 
adversely affect the Group’s production, results of operations and 
financial condition.

Volvo Car Group is exposed to risks associated with its  
international operations
Volvo Car Group has a global presence in over 100 countries, and 
the Group conducts manufacturing and other operations in a num-
ber of geographical markets. Consequently, Volvo Car Group’s 
operations may, for example, be subject to political instability, wars, 
changes in diplomatic relations, terrorism, protectionism, regional 
and/or multinational conflicts, natural disasters, infrastructure inter-
ruptions, fuel shortages/price fluctuations, epidemics and labour 
strikes on one or several geographical markets. As China is a key 
market for Volvo Car Group’s business growth, the Group’s ability to 

successfully expand its business operations in China depends on a 
number of factors, including macroeconomic, other market condi-
tions and political factors and Volvo Car Group may be adversely 
affected by the complexity, uncertainties and changes in Chinese 
regulations on automotive businesses and companies as well as 
information-sharing and internet-related matters. For example, on 
10 July 2021, the Cybersecurity Review Office (the “CRO”) under 
the Cyberspace Administration of China promulgated a draft admin-
istrative measure relating to cybersecurity, which if it is imple-
mented will require data processors in China who hold more than 
one million users’ personal information and plan to list on a stock 
exchange in a foreign country to apply for a cybersecurity review. As 
of the date of the prospectus, no final proposal has been presented, 
entailing that Volvo Car Group has not been able to apply for a 
cybersecurity review. In case the administrative measure would 
become effective and Volvo Car Group would be subject to such 
review and be found to be non-compliant with applicable data pro-
tection laws, there is a risk that the Group would face administra-
tive fines and significant restrictions may be imposed on Volvo Car 
Group’s operations in China. Any significant or prolonged disrup-
tions or delays in Volvo Car Group’s operations related to these risks 
could have a material adverse effect on Volvo Car Group’s interna-
tional operations and ability to expand such operations.

Volvo Car Group is exposed to risks relating to its direct  
consumer offerings
Direct consumer interaction is increasing in the automotive industry 
and consumer expectations are predicted to change very quickly as 
many new market offerings emerge. Volvo Car Group is currently 
transforming the way to market to facilitate direct consumer busi-
ness and online sales, including the offering of subscription services 
such as Care by Volvo, mobility solutions such as Volvo Car Group’s 
mobility service M – Volvo Car Mobility, and Mobility-as-a-Service 
(“MaaS”)-related offerings such as future “robotaxi” vehicles. There 
is a risk that this transformation will either not be quick enough or 
too quick with regards to consumer preferences. Volvo Car Group 
will be dependent on retailers and partners also following the trans-
formation, and there is a risk that the current retailer network may 
perceive these changes a commercial threat and therefore chal-
lenges these developments or even loses confidence in their rela-
tionship with Volvo Car Group. Any of these events could make 
Volvo Car Group unable to successfully compete within the mobility 
segment, which could have a material adverse effect on Volvo Car 
Group’s business, results of operations and financial condition.

Volvo Car Group is exposed to risks relating to automotive 
industry-related laws and regulations
Volvo cars are marketed and sold by regional market and national 
sales companies through approximately 2,300 local retailers in 
approximately 100 countries. Therefore, Volvo Car Group’s opera-
tions are subject to automotive industry-related laws and govern-
mental regulations in many jurisdictions, concerning, among other 
things, greenhouse gas emissions, vehicle fuel economy, vehicle 
emissions, energy security, car safety, cybersecurity and environ-
mental matters. To comply with current and future automotive 
industry-related laws and regulations, Volvo Car Group may have to 
incur additional capital and research and development expenditure 
to upgrade products and plants. This in turn would have an impact 
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on the Group’s cost of production and therefore its results of opera-
tions and owing to competitive pressures, these additional costs 
may be difficult for the Group to pass on to its customers through 
vehicle price increases. Volvo Car Group might be unable to develop 
commercially viable technologies within the time frames set by the 
new standards, which could result in significant civil penalties or 
alternatively, it may be forced to drastically restrict product 
 offerings.

Volvo Car Group is exposed to risks related to laws and regula-
tions applicable to its manufacturing operations
Volvo Car Group operates manufacturing plants in Sweden, Bel-
gium, the United States and China, and assembly plants in Malaysia 
and India. The manufacturing plants and operations are subject to a 
wide range of environmental, health and safety requirements which 
focus on, among other things, air emissions, wastewater dis-
charges, accidental releases into the environment, human exposure 
to hazardous materials, the storage, treatment, transportation and 
disposal of waste and hazardous materials, the investigation and 
clean up of contamination, chemical regulation, process safety and 
the maintenance of safe conditions in the workplace. In addition, 
Volvo Car Group is subject to rules and regulations addressing the 
health and safety of the Group’s employees at its plants. Volvo Car 
Group has incurred, and will continue to incur, substantial on-going 
capital expenditures to ensure compliance with current and future 
environmental, health and safety laws and regulations. Violations of 
such laws and regulations could result in the imposition of substan-
tial fines and penalties, the suspension, revocation or non-renewal 
of Volvo Car Group’s permits, or, ultimately, the closure of its plants.

Volvo Car Group is exposed to compliance- and internal  
control-related risks
The internal governing documents, policies, procedures, processes 
and evaluation methods used by Volvo Car Group to ensure compli-
ance and to assess and manage risk may not be fully effective in 
managing all types of risks, including risks that the Group fails to 
identify or anticipate and such risks could include misconduct 
caused by a lack of adequate internal governance or control. Volvo 
Car Group faces the risk that its operations may not be in compli-
ance with internal governing documents, including its code of con-
duct, or that the Group may not correctly quantify identified risks, 
which may result in non-compliance with external rules and regula-
tions. There is also a risk that Volvo Car Group may fail to assess 
and manage risk properly or that the Group’s employees may act in 
a way that is not consistent with the level of business ethics and 
integrity that the Group is committed to, including violating applica-
ble regulations regarding anti-competition laws, anti-corruption, 
trade sanctions, data protection, and human rights. Any such 
non-compliance could have a material adverse effect on Volvo Car 
Group’s reputation and business.

Volvo Car Group is exposed to financing risks
Volvo Car Group’s debt service obligations could have important 
consequences for the Group’s business, including increasing its vul-
nerability to, and reducing its flexibility to respond to, general 
adverse economic and industry conditions. In relation to debt that is 
repayable, Volvo Car Group’s ability to make such payments at 
maturity will depend upon its ability to generate sufficient cash flow 

from its operations, obtain additional equity or debt financing or sell 
assets. If Volvo Car Group is unable to refinance its existing or 
future debt obligations or renew its existing or future credit facilities 
on acceptable terms or at all, this could have material adverse 
effects on Volvo Car Group’s liquidity, financial condition and 
results of operations.

Volvo Car Group is exposed to currency risks
Volvo Car Group is subject to fluctuations in exchange rates with 
regards to the currencies of the countries in which it operates, 
including countries where its cars are produced and sold, as well as 
countries from which raw materials are procured. Additionally, 
Volvo Car Group generates production costs and cost of raw mate-
rials in a variety of currencies. As a result, Volvo Car Group has sig-
nificant exposure to movements of certain currencies relative to 
SEK, and relative changes in these currency rates will have a direct 
impact on Volvo Car Group’s operating income, finance net, balance 
sheet and cash flow statement. Moreover, Volvo Car Group has 
investments in assets in foreign currencies and outstanding foreign 
currency denominated debt, and is therefore sensitive to fluctua-
tions in foreign currency exchange rates.

Volvo Car Group is exposed to credit and liquidity risks
Volvo Car Group’s credit risk consists of financial and operational 
credit risk and relates to the risk of non-performance by relevant 
counterparties. Measures, such as hedging, undertaken to counter 
Volvo Car Group’s credit risk may not be sufficient or effective, and 
the Group may fail to successfully implement and manage any 
hedging arrangements, which could have a material adverse effect 
on Volvo Car Group’s results of operations and financial condition. 
Volvo Car Group also faces liquidity risks, which relates to the risk 
that Volvo Car Group may not be able to meet financial obligations 
on time. If the Group is not able to meet its ongoing financial obliga-
tions in a timely manner, it could have a material adverse effect on 
Volvo Car Group’s business, results of operations and financial con-
dition.

Key information on the securities
What are the main features of the securities?
This prospectus relates to (i) the Offering of 367,647,058 to 
471,698,113 newly issued common shares of class B in the Com-
pany, and 128,676,469 to 165,094,338 existing common shares 
of class B in the Company sold by the Principal Shareholder 
(assuming that the Overallotment Option is exercised in full and that 
the Offering is fully increased); and (ii) the admission to trading on 
Nasdaq Stockholm of the Company’s common shares of class B.

As of the date of this prospectus, there are 51,138,794 shares in 
the Company, of which 50,000,000 common shares of class A and 
1,138,794 preference shares of class C (each with a quota value of 
SEK 1.00 per share). The share capital amounts to SEK 51,138,794. 
The ISIN code of the common shares of class B is SE0016844831. 
The shares have been issued in accordance with Swedish law, are 
fully paid and denominated in SEK.

Rights attached to the shares
Each common share of class B in the Company entitles the holder 
to one (1) vote and each common share of class A entitles the holder 
to ten (10) votes at a General Meeting. To be entitled to participate 
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in a General Meeting, the shareholder must be registered in the 
share register six banking days prior to the meeting (while voting 
registrations made by nominees not later than four banking days 
prior to the General Meeting will be taken into account), and notify 
the Company of the participation not later than on the day specified 
in the notice of the meeting. If the Company issues new shares, 
warrants or convertibles in a cash issue or a set-off issue, share-
holders shall, as a general rule, have preferential rights to subscribe 
for such securities proportionally to the number of shares held prior 
to the issue. All shares in the Company give equal rights to divi-
dends and the Company’s assets and possible surpluses in the 
event of liquidation. All shareholders that are registered in the share 
register maintained by Euroclear Sweden on the record date 
adopted by the General Meeting shall be entitled to receive divi-
dends. The common shares of class B in the Company will be freely 
transferable in accordance with Swedish law at the time of the 
admission to trading on Nasdaq Stockholm.

Dividend policy
Dividend pay-out will be assessed from year to year based on Volvo 
Car Group’s net income, financial position and investments needs.

Volvo Car Group will focus on delivering its fastest transformer 
and growth strategy through aiming for its mid-decade ambitions. 
Volvo Car Group’s capital structure and the proceeds from the 
Offering are expected to ensure the possibility of Volvo Car Group’s 
transformation even in case of a weakening market environment. As 
visibility on the transformation increases in the medium-term, the 
Group’s ambition is to increase dividend pay-outs towards historical 
levels and industry average.

Where will the securities be traded?
On 30 August 2021, the listing committee of Nasdaq Stockholm 
assessed that the Company meets Nasdaq Stockholm’s listing 
requirements, provided that customary terms and conditions are 
satisfied, including that the distribution requirement for the Compa-
ny’s common shares of class B is met no later than the first day of 
trading in the Company’s shares on Nasdaq Stockholm and that the 
Company applies for the admission to trading of its shares on Nas-
daq Stockholm. The expected first day of trading on Nasdaq Stock-
holm is 28 October 2021. The shares will be traded under the ticker 
VOLCAR B.

What are the key risks that are specific to the securities?
The share price can be volatile and the share price development 
is affected by several factors
Since an investment in shares may increase or decrease in value, there 
is a risk that investors will not recover their invested capital. The Com-
pany’s shares have not previously been traded on a stock market. It is 
therefore difficult to predict the amount of trading or the interest that 
may be shown in the shares. Consequently, there is a risk that there 
will not always be an active and liquid market for trading in the Compa-
ny’s shares, which would affect investors’ possibilities to recover their 
invested capital. This presents a significant risk for a single investor.

Volvo Car Group’s ability to pay future dividends depends on 
several factors
Payment of dividends may only take place if there are payable funds 
held by Volvo Car Group and as long as the requirements of future 

dividends, and the size, scope and risks of any such dividends, are 
met. Such requirements depend on Volvo Car Group’s equity, con-
solidation needs, liquidity, and position in general for a certain 
financial year. Furthermore, future dividends, and the size of any 
such dividends, depend on Volvo Car Group’s future results, finan-
cial position, cash flows, working capital requirements and other 
factors. However, there is a risk that payable dividends will not be 
available in any financial year, which would reduce the return on an 
investor’s invested capital.

The Principal Shareholder can exert considerable control over 
the Group 
The Company is a subsidiary of Geely Sweden, with ultimate own-
ership held by Geely Holding, which is owned as to 91 per cent by 
Eric Li (Chairperson of the Board) and 9 per cent by Eric Li’s son 
Li Xing Xing. As a result of the ownership structure, the Principal 
Shareholder is able to significantly influence any matter requiring 
shareholders’ approval, including the election of the Company’s 
Board of Directors and approval of significant corporate transac-
tions. This concentration of ownership could have an adverse effect 
on the market price of the shares by, among other things, delaying, 
deferring or preventing a change of control, impeding a merger, or 
discouraging a potential acquirer from making a tender offer or oth-
erwise attempting to obtain control of Volvo Car Group. The inter-
ests of the Principal Shareholder and the Chairperson of the Board 
may also differ from, or compete with, Volvo Car Group’s interests 
or those of the other shareholders, and the Principal Shareholder 
could exercise influence over Volvo Car Group in such a manner as 
is contrary to the interests of the other shareholders. Such conflicts 
could have an adverse effect on Volvo Car Group’s business, results 
of operations and financial condition.

Key information on the offering of securities to the public 
and/or admission to trading on a regulated market
Under which conditions and timetable can I invest in this 
security?
The Offering comprises not less than 367,647,058 and not more 
than 471,698,113 common shares of class B, of which all are newly 
issued shares offered by the Company. The Offering is divided into 
two parts:
• The offer to the general public in Sweden, Denmark, Finland and 

Norway2

• The offer to institutional investors3

The Principal Shareholder has also reserved the right to increase the 
Offering and sell up to an additional 94,339,622  existing common 
shares of class B.

To cover any overallotments in the Offering, the Principal Share-
holder will grant the Joint Global Coordinators an option to acquire 
up to an additional 70,754,716 existing common shares of class B, 
corresponding to maximum 15 per cent of the highest number of 
shares in the Offering (the “Overallotment Option”).

2) The offer to the general public in Sweden, Denmark, Finland and  
Norway entails an offer to acquire a maximum of 25,000 shares.
3) “Institutional investors” include private individuals and legal entities that 
apply to acquire more than 25,000 shares.
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The price per share in the Offering (the “Offering Price”) is 
expected to be set within the range of SEK 53–68  per share (the 
“Price Range”). The Price Range has been set by the Company’s 
Board of Directors and the Principal Shareholder in consultation 
with the Joint Global Coordinators, based on the anticipated invest-
ment interest from institutional investors. The Offering Price to the 
general public will not exceed SEK 68 per share. 

The Offering Price will be determined by the Company’s Board of 
Directors and the Principal Shareholder in consultation with the 
Joint Global Coordinators and is expected to be announced through 
a press release on or about 27 October 2021.

Decision on allotment of shares in the Offering will be made by 
the Company’s Board of Directors and the Principal Shareholder in 
consultation with the Joint Global Coordinators, whereby the goal 
will be to achieve a strong institutional ownership base and a broad 
distribution of the shares among the general public, in order to facili-
tate a regular and liquid trading in the shares on Nasdaq Stockholm.

Below is a summarised timetable for the Offering set forth.
Application period for the general public: 
19–26 October 2021
Application period for institutional investors: 
19–27 October 2021
Announcement of offering price: 
27 October 2021
First day of trading in the Company’s common shares of class B 
on Nasdaq Stockholm: 
28 October 2021
Settlement date: 
1 November 2021

Dilution 
The new issue of common shares of class B as part of the Offering 
entails that the number of shares in the Company, depending on the 
Offering Price, will increase with 367,647,058 to 471,698,113 
shares, from 2,500,000,000 to not less than 2,867,647,058 and 
not more than 2,971,698,113 shares, corresponding to a dilution  
of 12.8 to 15.9 per cent of the total number of shares in the Com-
pany after completion of the new issue, and a dilution of 12.5 to 
15.3 per cent of the total number of shares in the Company after 
completion of the Offering and all other changes to the share capital 
structure carried out in conjunction with the Offering. 
Transaction costs
The Company’s costs related to the admission to trading in the 
Company’s common shares of class B on Nasdaq Stockholm and 
the Offering, including payment to advisors and other estimated 
transaction costs, are estimated to amount to a maximum of approx-
imately MSEK 310 in total, of which a maximum of approximately 
MSEK 257 is expected to affect the income statement for the three 
months ending 31 December 2021. MSEK 53 is included Volvo Car 
Group’s accounts for the nine months ended 30 September 2021.

Who is the offeror and/or the person asking for admission to 
trading?
In addition to the shares offered by Volvo Car Group, the Principal 
Shareholder has reserved the right to increase the Offering and sell 
up to an additional 94,339,622 existing common shares of class B. 
Provided that the Overallotment Option is exercised in full, the Prin-
cipal Shareholder is also offering up to an additional 70,754,716 
existing common shares of class B in the Offering. Geely Sweden is 
a Swedish limited liability company (Sw. aktiebolag), incorporated 
in Sweden and governed by the Swedish Companies Act.

Why is this prospectus being produced?
Background and reasons
To support Volvo Car Group’s transformation and its continued 
growth, the Principal Shareholder and the Board of Directors have 
agreed to apply for a listing of the Company’s shares on Nasdaq 
Stockholm, and thereby gain access to the Swedish and interna-
tional capital markets and diversify Volvo Car Group’s ownership 
base. As a listed company upon completion of the Offering and list-
ing on Nasdaq Stockholm, Volvo Car Group will enable global insti-
tutional and retail investors to participate in the next phase of the 
Group’s value creation. The Principal Shareholder, which acquired 
Volvo Car Group in 2010, intends to remain as the Company’s larg-
est shareholder. Volvo Car Group will thereby continue to benefit 
from cooperation within the Geely ecosystem, providing valuable 
scale and market synergies.

Volvo Car Group will carry out an issue of new common shares of 
class B in connection with the Offering. Through the issue of new 
shares, Volvo Car Group is expected to raise gross proceeds of 
approximately MSEK 25,000 before deduction of costs related to 
the Offering, which are estimated to amount to a maximum of 
approximately MSEK 310. Out of the net proceeds of approximately 
MSEK 24,690, approximately 70 per cent is intended to be used in 
the financing of Volvo Car Group’s transformation phase to full elec-
trification with investments in battery supply in Europe, United 
States and China and investments in in-house production of electric 
motors. In addition, approximately 30 per cent of the net proceeds is 
intended to be used in the financing of Volvo Car Group’s continued 
growth journey with investments in manufacturing capacity to ena-
ble growth beyond 1.2 million cars and to finance Volvo Car Group’s 
technology journey through software development and the shift 
towards a more direct sales model. Volvo Car Group will not receive 
any proceeds from any shares sold by the Principal Shareholder in 
the Offering.

Interests of advisors
The Managers provide financial advice to Volvo Car Group in con-
junction with the Offering and the listing on Nasdaq Stockholm. 
From time to time, the Managers (and their affiliates) have in the ordi-
nary course of business provided, and may in the future provide, vari-
ous banking, financial, investment, commercial and other services to 
Volvo Car Group for which they have received, and may receive, com-
pensation. Furthermore, the Managers (and their affiliates), save for 
Carnegie, are lenders of loans granted to Volvo Car Group.
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Risk factors

An investment in securities is associated with risk. Prior to any investment decision, it is important to carefully analyse the 
risk factors considered to be of importance in relation to Volvo Car Group and the future performance of the shares, for 
example risks related to Volvo Car Group’s operations and industry, legal risks, financial risks, and risks related to the Offer-
ing and the admission to trading on Nasdaq Stockholm. The risk factors currently deemed material to Volvo Car Group and 
the shares are described below. The risk factors’ materiality has been assessed based on the probability of their occurrence 
and the expected magnitude of their negative outcome. In each subsection, the risk factors currently deemed most material 
are presented first, but otherwise the risk factors are not ranked in any specific order of importance. The description of the 
risk factors below is based on information available and estimates made on the date of this prospectus.

Risks related to Volvo Car Group’s operations and industry
Volvo Car Group is exposed to risks relating to  
macro economic and geopolitical factors
Demand for cars is influenced by a variety of factors, including, 
among other things, the growth rate of the global economy, cur-
rency fluctuations, availability of credit and levels of indebtedness, 
financial market development, disposable income of consumers, 
consumer sentiment, GDP growth, national debt in relation to GDP, 
unemployment levels, interest rates, environmental policies, tax 
policies and duties, safety regulations, freight rates, as well as vehi-
cle, fuel and electricity prices. In the past, economic slowdowns 
have significantly affected the automotive industry due to 
decreased demand for cars.

In March 2018, the United States imposed tariffs on imports of 
raw materials including steel and aluminium, and as a consequence, 
the EU and China imposed retaliatory tariffs later in 2018. As some 
of Volvo Car Group’s cars are exported between the relevant juris-
dictions, the tariffs had an adverse effect on the Group’s costs and 
profitability in 2018, and to a lesser extent in 2019, and resulted in 
the Group changing its production and exporting structures. Such 
tariffs, and any further tariff measures, imposed on cars, raw mate-
rials or products that are important to the Group’s operations, have 
in the past and may in the future lead to higher prices on cars or the 
raw material or product in question, which the Group may be unable 
to pass on to customers. Escalated trade barriers may affect the 
whole car industry as well as global economic and key economic 
factors, such as GDP growth rates, employment levels, interest 
rates and inflation in a negative manner. Any increased polarisation 
in the global economy may drive more differentiation between 
regions and increase protectionism. This could increase costs for 
Volvo Car Group with an adverse impact on the profitability.

Volvo Car Group’s business is mainly focused on the European, 
Chinese and U.S. markets. Economic conditions in each of these 
markets can vary greatly and are subject to changes from diverse 
and different causes. In 2020, Volvo Car Group’s revenue in Europe, 
China and the United States represented 46 per cent, 23 per cent 
and 15 per cent, respectively, of total revenue. As such, Volvo Car 
Group’s profitability may be adversely affected by market dynamics 
in any of these regions. In the Group’s core markets, economic con-
ditions have been impacted by various geopolitical and other events 
in recent years. In Western Europe, limited economic growth cou-
pled with uncertainty about the future relationship between the 
United Kingdom and the EU following “Brexit” and the impact of 
geopolitical conflicts in neighbouring regions may, in the longer 
term, have a negative impact on demand. The United Kingdom is an 

important export market for Volvo Car Group, representing 6 per 
cent of the Group’s revenue in 2020. Consequently, any deteriora-
tion of the relationship between the United Kingdom and the EU 
could negatively affect Volvo Car Group’s sales. Moreover, an eco-
nomic slowdown in China could impact demand for the Group’s cars 
and services in China and the rest of Asia. Furthermore, in the United 
States, continued political polarisation and decreased productivity 
levels are examples that pose a risk for the U.S. economy and could 
affect customers’ ability and willingness to invest. Adverse develop-
ments in trade and fiscal policies, economic and political events, or 
reduced demand for cars in general, or the Group’s cars in particular, 
in any of these regions could have a material adverse effect on the 
results of operations and profitability of Volvo Car Group.

Demand for cars for personal use generally depends on custom-
ers’ net purchasing power, their confidence in future economic 
developments and changes in fashion and trends, while demand for 
cars for commercial use by corporate customers primarily depends 
on the customers’ financial condition, their willingness to invest 
(motivated, for example, by expected future business prospects) 
and available financing. A weak macroeconomic environment, 
restrictive lending, higher interest rates and/or a low level of con-
sumer sentiment generally as well as a decrease in potential cus-
tomers’ disposable income, their financial flexibility or willingness to 
invest may lead existing and potential customers to refrain from 
purchasing a new car, defer a purchase further or purchase a 
smaller model with fewer specifications at a lower price, which may 
have a material adverse impact on demand for Volvo cars.

Volvo Car Group is dependent on its ability to maintain or 
improve pricing and profitability
The premium segment of the global automotive industry is highly 
competitive, which has resulted in many OEMs offering marketing 
incentives on vehicles in an attempt to increase demand and main-
tain and grow market share; these incentives historically have 
included a combination of subsidised financing or leasing pro-
grammes, price rebates and other incentives. As a result, the Group 
may not be able to set its prices to offset higher costs of marketing 
incentives, commodity or other cost increases, or the impact of 
adverse currency fluctuations, including pricing advantages foreign 
competitors may have because of their weaker home market cur-
rencies. For example, in 2020, Volvo Car Group’s gross income was 
adversely affected by a negative net effect of foreign exchange 
rates of MSEK 4,460. Continuation of, or increased incentives and 
other pricing measures by competitors could have a material 
adverse effect on the Group’s profitability.
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Volvo Car Group’s ability to maintain or improve pricing is further 
linked to the Group operating in the premium market, as the Group 
therefore can set its car prices higher than cars in other segments. 
Any change in customers’ view of Volvo Car Group, for example if 
Volvo Car Group does not meet customers’ preferences with 
respect to, for example, design, styling, technology or quality, 
resulting in them no longer considering Volvo Car Group a premium 
brand, would affect Volvo Car Group’s ability to maintain or improve 
pricing. In addition, Volvo Car Group’s ability to successfully adapt 
its cars to new technology, such as electric vehicle technology, is a 
prerequisite for improving pricing of the Group’s cars (see also “–
Volvo Car Group is exposed to risks relating to the development of 
new technologies” below). Furthermore, Volvo Car Group’s pricing 
of its ICE cars could be adversely affected as a result of customers’ 
potential negative perception of these cars (see also “–Volvo Car 
Group is exposed to risks relating to internal combustion engines 
(“ICE”) emissions” below).

Furthermore, developed markets such as Western Europe and 
the United States already have high ownership rates and both car 
ownership and vehicle-kilometres driven may be reaching their sat-
uration point. This competitive trading environment and the satura-
tion in these mature markets could lead to fewer sold cars and 
reduced profitability in these markets. In addition, a more mature 
market of fully electric cars will likely result in lower prices for fully 
electric cars, as a consequence of increased supply and the next 
generation of batteries expected to be less expensive. If Volvo Car 
Group will not be able to lower its production costs of fully electric 
cars in response to changing market dynamics, this would have an 
adverse effect on Volvo Car Group’s profitability. Hence, there is a 
risk that the Group will not be able to maintain or improve pricing on 
its cars when shifting technology or that the Group will not be able 
to maintain its profitability when the Western European and U.S. 
markets have reached their respective saturation points. Any of 
these events could have a material adverse effect on Volvo Car 
Group’s profitability and margins.

Volvo Car Group is exposed to risks relating to disruptions to its 
supply chains, including the global shortage of semiconductors
The Group relies on a global network of suppliers for sourcing raw 
materials, parts, systems, software and components used in the 
manufacture of its cars. In 2020, Volvo Car Group purchased goods 
and services from in total approximately 9,700 suppliers and from 
approximately 1,700 manufacturing sites globally, which are 
exposed to regulatory, geopolitical, geographical, operational, 
financial, environmental and other risks. Accordingly, the Group is 
exposed to disruptions in the supply chain, and its ability to procure 
supplies in a cost-effective and timely manner or at all is subject to 
various factors.

For example, in the first quarter of 2021, a global shortage of 
semiconductors arose due to increased global demand, mainly as a 
consequence of the increased demand for consumer electronics 
during the COVID-19 pandemic. The semiconductor shortage has 
continued during the rest of 2021, and is estimated to have resulted 
in a production loss for the automotive industry of 4.0 million units 
during the first half of 2021, and, for the third and fourth quarter of 
2021, the corresponding estimated production loss amounts to 

3.4–3.8 million units and 0.3 million units, respectively.1  Semicon-
ductors are vital in the production of Volvo Car Group’s cars, as they 
are a component of chips used in virtually all automotive electron-
ics. The global shortage of semiconductors, in combination with 
renewed lockdowns as a result of the delta variant of COVID-19, 
has led to Volvo Car Group imposing temporary production halts in 
the first, second and third quarters of 2021 at its manufacturing 
plants in China, the United States, Belgium and Sweden. The tem-
porary production halts have resulted in loss of produced volumes, 
which in relation to some plants are not deemed possible to be 
recovered. For the second half of 2021, Volvo Car Group expects 
the situation to entail that it will be challenging for the Group to 
achieve the sales volumes levels achieved during the same period 
2020, which will have an adverse impact on Volvo Car Group’s rev-
enue and profit in the second half of 2021. Currently, it is not possi-
ble to forecast when the global shortage of semiconductors – and 
the therewith associated consequences – will end, but the Group 
expects the situation for the rest of 2021 to be challenging but con-
tinuously improved. There is a risk that the global shortage of semi-
conductors, as well as further shutdowns due to the COVID-19 
pandemic, will continue to disturb Volvo Car Group’s production 
and have a material adverse effect on the Group’s production and 
sales and that it will be longer lasting than expected.

For certain parts of its operations Volvo Car Group is dependent 
on a limited number of suppliers. For example, for automatic gear 
boxes and batteries, Volvo Car Group relies on one and a few sup-
pliers, respectively, who also supplies automatic gear boxes and 
batteries, respectively, for almost all of the Group’s competitors. 
Volvo Car Group is therefore exposed to a concentration risk should 
such suppliers, for any reason, fail to perform their services in a 
timely manner. In addition, Volvo Car Group’s singe supplier of auto-
matic gear boxes has no long-term commitment to deliver, exposing 
the Group for the risk that the supplier terminates its agreement 
with the Group. Volvo Car Group also to a certain extent uses bro-
kers for the supply of certain components in its cars, such as semi-
conductors. The broker set-up typically includes only limited war-
ranties for defective components (if any). Volvo Car Group 
consequently bears the risk and costs of any such defective compo-
nents during the lifespan of its cars. Additionally, Volvo Car Group is 
exposed to disruptions in the supply chain resulting from natural 
disasters or man made accidents. Substantial increases in costs or 
a significant delay or sustained interruption in the supply of key 
inputs sourced from areas affected by disasters or accidents could 
adversely affect Volvo Car Group’s ability to maintain its current and 
expected levels of production, and therefore negatively affect the 
Group’s revenue and increase its operating expenses. Any significant 
problems with Volvo Car Group’s supply chain or shortages of essen-
tial raw materials in the future could affect its results of operations in 
a material adverse manner. In addition, some of Volvo Car Group’s 
supply agreements and purchase orders include commitments by the 
Group to purchase large quantities or have long terms. However, 
due the transforming operations, for example the focus on electrifi-
cation of Volvo Car Group, the need for certain supplies that the 
Group has already committed to purchase may decrease or no 
longer be relevant for the Group. If Volvo Car Group ceases to pur-
chase supplies, but under volume or other undertakings has com

1) Source: IHS Markit Automotive Semiconductor Issue, 20 September 2021.
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mitted to do so, it could result in claims being brought by the 
affected suppliers for non-performance under relevant agreements

Adverse economic conditions and falling car sales have had a sig-
nificant financial impact on the Group’s suppliers in the past. A 
deterioration in automobile demand and lack of access to sufficient 
financial arrangements for the Group’s supply chain could impair 
the timely availability of components. In addition, if a global auto-
motive manufacturer was to become insolvent, this would have an 
adverse impact on the supply chains and may further adversely 
affect the Group’s production, results of operations and financial 
condition.

Volvo Car Group is exposed to risks associated with its  
international operations
Volvo Car Group has a global presence in over 100 countries, and the 
Group conducts manufacturing and other operations in a number of 
geographical markets. Consequently, Volvo Car Group’s operations 
may, for example, be subject to political instability, wars, changes in 
diplomatic relations, terrorism, protectionism, regional and/or multi-
national conflicts, natural disasters, infrastructure interruptions, fuel 
shortages/price fluctuations, epidemics and labour strikes on one or 
several geographical markets. In addition, conducting business 
internationally, especially in emerging markets, exposes the Group to 
additional risks, including adverse changes in economic and govern-
ment policies, unpredictable shifts in regulation, inconsistent appli-
cation of existing laws and regulations, unclear regulatory and taxa-
tion systems, as well as divergent commercial and employment 
practices and procedures. Any significant or prolonged disruptions 
or delays in Volvo Car Group’s operations related to these risks could 
have a material adverse effect on Volvo Car Group’s international 
operations and ability to expand such operations.

Furthermore, Volvo Car Group conducts business in several 
countries with elevated risks relating to trade and economic sanc-
tions/export control restrictions, including restricted countries 
such as Russia and Ukraine, entailing that Volvo Car Group must 
comply with both U.S. and EU sanctions and export control regula-
tions (see also “–Legal, regulatory and governance risks–Volvo Car 
Group is exposed to compliance- and internal control-related risks” 
below). In addition, U.S. government actions that target exports of 
certain technologies from China into the United States are becom-
ing more pervasive. In March 2021, the U.S. Department of Com-
merce issued an interim final rule through which it can identify and 
potentially prohibit information and communications technology 
and services (“ICTS”) transactions that pose an undue or unac-
ceptable risk to national security, which involve non-U.S. govern-
ments or persons determined to be “foreign adversaries” of the 
United States, which includes China. Given that Volvo cars could 
incorporate ICTS supplied by companies connected to the Geely 
ecosystem based in China, for example if and when Volvo Car 
Group relies on systems, solutions or complete cars developed and 
manufactured by the Geely ecosystem, these actions and other 
types of similar measures could lead to additional restrictions on 
the export of certain technologies, including cars, from China to 
the United States, which could negatively affect Volvo Car Group’s 
sales in the United States.

As China is a key market for Volvo Car Group’s business growth, 
the Group’s ability to successfully expand its business operations 

in China depends on a number of factors, including macroeco-
nomic, other market conditions and political factors and Volvo Car 
Group may be adversely affected by the complexity, uncertainties 
and changes in Chinese regulations on automotive businesses and 
companies as well as information-sharing, cybersecurity and inter-
net-related matters. In addition, Volvo Car Group is required to 
obtain a wide range of government approvals, licences, permits 
and registrations in connection with the Group’s operations in 
China and given the uncertainties with respect to the regulatory 
environment, there is a risk that the Group will not be able to get/
maintain all the permits, licences, registrations and approvals 
required for its business. Volvo Car Group’s and its Chinese collab-
orative partnerships’ operations could also be affected by interven-
tion by the Chinese government relating to, for example, informa-
tion-sharing and cybersecurity matters. The risk of such 
interventions could be heightened in connection with a listing of 
the shares of Volvo Car Group or any of its partners, and could 
result in prohibitions of the sale and/or marketing of certain prod-
ucts. For example, on 10 July 2021, the CRO under the Cyber-
space Administration of China promulgated a draft administrative 
measure relating to cybersecurity. If the administrative measure 
enter into force with the current wording, it will require data pro-
cessors in China who hold more than one million users’ personal 
information and plan to list on a stock exchange in a foreign coun-
try to apply for a cybersecurity review. Moreover, under the pro-
posed administrative measure, the CRO can initiate cybersecurity 
review under certain situations, for example, if the CRO believes a 
network product or service, data processing activity, or stock 
exchange listing activity outside of China impacts or might impact 
Chinese national security. As of the date of the prospectus, no final 
proposal has been presented, entailing that Volvo Car Group has 
not been able to apply for a cybersecurity review. If the administra-
tive measure would become effective and Volvo Car Group would 
be subject to such review and be found to be non-compliant with 
applicable data protection laws, the Group might face administra-
tive fines of up to MCNY 10 (approximately MSEK 14). Addition-
ally, significant restrictions may be imposed on Volvo Car Group’s 
operations in China, or its relevant Chinese licenses may be com-
pletely or partially revoked. Also, other Chinese regulatory agencies 
might examine Volvo Car Group’s operations within each regula-
tory agency’s delegated power, thus increasing the risk of regula-
tory scrutiny and sanctions. Finally, Volvo Car Group may suffer 
significant public opinion damage, and there is a risk that its repu-
tation and competitiveness may be materially harmed. Any of these 
events could have a material adverse effect on Volvo Car Group’s 
results of operations and financial position as well as on its possi-
bilities to carry out its business and on its market position in China. 

Furthermore, proposals for certain changes to political, economic 
and social conditions as well as laws and policies in China have 
been presented, such as rules that foreign passenger vehicle groups 
should be able to own more than 50 per cent of their Chinese man-
ufacturing operations (see also “–Volvo Car Group is dependent on 
its ability to retain the benefits of its Chinese ownership and affili-
ated brands and companies” below). Furthermore, in China, the 
regulation of certain fields of the new energy vehicle industry such 
as intelligent vehicles, AD and vehicle data safety are still under 
consideration, and there is thus an uncertainty in respect of the 
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future Chinese regulatory landscape (see also “–Legal, regulatory 
and governance risks–Volvo Car Group is exposed to risks relating 
to automotive industry-related laws and regulations” below). The 
result of any changes in the regulatory environment in China is 
highly unpredictable and presents a significant risk to Volvo Car 
Group’s Chinese operations.

Volvo Car Group is exposed to risks relating to its direct  
consumer offerings
Direct consumer interaction is increasing in the automotive industry 
and consumer expectations are predicted to change very quickly as 
many new market offerings emerge. Historically, Volvo Car Group 
has been a traditional OEM, but the Group is transforming its busi-
ness model in light of the changing needs of customers regarding 
how they access goods and services. Volvo Car Group is currently 
transforming the way to market to facilitate direct consumer busi-
ness and online sales, including the offering of subscription services 
such as Care by Volvo, mobility solutions such as Volvo Car Group’s 
mobility service M – Volvo Car Mobility, and Mobility- as-a-Service 
(“MaaS”)-related offerings such as future “robotaxi” vehicles. There 
is a risk that this transformation will either not be quick enough or 
too quick with regards to consumer preferences. Volvo Car Group 
will be dependent on retailers and partners also following the trans-
formation, and there is a risk that the current retailer network may 
perceive these changes a commercial threat and therefore chal-
lenges these developments or even loses confidence in their rela-
tionship with Volvo Car Group. The impact of a loss of confidence or 
discrepancy in aligning products with customer preferences would 
be significant to the development of Volvo Car Group and may have 
a serious impact on the Group’s profit. Furthermore, in the United 
States, direct consumer interaction is not allowed in a majority of 
the states but Volvo Car Group will nevertheless provide different 
consumer solutions together with its retailers in the United States 
with the aim to deliver the same consumer experience as where 
direct consumer interaction is legally possible. There is a risk that 
certain aspects of such solutions could be in breach with applicable 
prohibitions on direct consumer interaction. In addition, Volvo Car 
Group’s increased focus on direct consumer offerings will also 
require the Group to offer costumers consumer financing solutions, 
which is typically a matter for the Group’s retailers with assistance 
of third parties (see further “–Volvo Car Group is exposed to risks 
relating to availability and cost of consumer financing” below).

Volvo Car Group, including through its Care by Volvo offering, 
provides subscription services, which is a usage model focused on 
access rather than ownership in relation to new and (in certain 
cases) used cars. Instead of the traditional process of buying and 
owning the vehicle, customers pay a pre-negotiated monthly fee. At 
the end of the subscription period, the vehicle is currently returned 
to the Group. In Germany, which was the first market where the 
Care by Volvo subscription offering was rolled out, 6.1 per cent of 
retail sales in 2020 was attributable to subscription. The subscrip-
tion offerings, such as Care by Volvo, are still in the development 
phase, and the Group’s future success depends in part on custom-
ers being willing to use subscription services such as Care by Volvo 
and M – Volvo Car Mobility which provide car sharing, and the 
development of a profitable second-hand market for the cars used 

in subscription offerings, as Volvo Car Group is responsible for the 
cars both during and after any termination of a subscription. If Volvo 
Car Group is not able to profitably use the cars that are returned 
after the subscription period has run out, it may have a material 
adverse effect on the Group’s financial condition (see also “–Finan-
cial risks–Volvo Car Group is exposed to residual value risk in the 
course of its operations” below). Volvo Car Group is considering 
new off-balance sheet financing solutions for cars used in subscrip-
tion offerings, for example, through a third party fund solution that 
will own the cars subscribed for through Care by Volvo. Currently, 
most of those cars are owned by the Group and recognised as 
assets in the Group’s balance sheet. There is a risk that Volvo Car 
Group will not be successful in establishing such new off-balance 
sheet financing solutions, which thus could result in an increased 
need for financing as Volvo Car Group is striving to expand its sub-
scription offering going forward. Consequently, any significant shift 
from more traditional consumer finance arrangements, where the 
consumer buys the car, to subscription-based models may materi-
ally increase the Group’s need for financing.

A transition from running a traditional OEM business to success-
fully competing within the mobility segment with Volvo Car Group’s 
direct consumer offerings may take several years and the Group will 
need to evolve the way in which customers access the Group’s ser-
vices, as well as manage the Group’s internal capability and process 
development. The transition to direct consumer business and online 
sales will also expand Volvo Car Group’s offerings of ancillary ser-
vices, such as insurance offerings, which are subject to supervision 
by regulatory authorities and thus could expose the Group to regula-
tory compliance risks (see also “–Legal, regulatory and governance 
risks–Volvo Car Group is exposed to compliance- and internal con-
trol-related risks” below). There is also a risk that Volvo Car Group 
will not be able to carry out the transition in-house and it may require 
the Group to acquire competence or business solutions. Several 
other market players with which Volvo Car Group is competing, 
including other traditional OEMs, have already entered into collabo-
rations to address the business transition, such as Daimler with 
Reach Now and BMW with Mooveit. Furthermore, new players, such 
as MaaS Global, large incumbent technology companies, such as 
Google, and cities, such as Vienna, Austria, have already launched 
mobility offerings that compete with Volvo Car Group’s. Moreover, 
there is a rapid increase in the number of mobility disrupters in the 
form of third party providers and marketplaces, that are strong in 
terms of online sales experience, such as Carwow, Cluno, LeasePlan, 
CarMax and Caravana (see also “–Volvo Car Group is exposed to 
risks related to competition” below). The risk that Volvo Car Group’s 
direct consumer offerings will not be competitive therefore presents 
a highly significant risk for its business.

There is a risk that Volvo Car Group will not be able to integrate 
mobility solutions and direct consumer offerings into its existing 
offerings in a successful and profitable manner, gain knowledge 
about how to coordinate supply and demand, and understand com-
petencies required to hold a successful and profitable mobility posi-
tion. Any of these events could make Volvo Car Group unable to 
successfully compete within the mobility segment, which could 
have a material adverse effect on Volvo Car Group’s business, 
results of operations and financial condition.
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Volvo Car Group is exposed to risks relating to the COVID-19 
pandemic
In March 2020, the global spread of COVID-19 was characterised 
as a pandemic by the World Health Organisation, WHO. The impact 
and duration of the COVID-19 pandemic have had, and continue to 
have, sustained repercussions on people, societies, businesses and 
financial markets across the world, including in all of Volvo Car 
Group’s core markets (Europe, China and the United States). This 
has resulted in, among other things, the disruption of global supply 
chains and a severe decrease in consumer demand and spending, 
which has adversely impacted the automotive industry (see also “–
Volvo Car Group is exposed to risks relating to macroeconomic and 
geopolitical factors” above).

The COVID-19 pandemic has affected Volvo Car Group’s busi-
ness in many ways. During the first half of 2020, Volvo Car Group 
was affected by lower demand across its markets, and conse-
quently, its sales volumes, profit and cash flow were severely 
impacted during that period. As a consequence of the COVID-19 
pandemic, Volvo Car Group’s wholesales decreased by 5.8 per cent 
in 2020 compared to 2019, from 703,534 to 662,625 cars. Fur-
thermore, national and regional lockdowns as well as restrictions 
imposed on movement and social interactions, resulted in supply 
chain disruptions and short-term temporary closures of Volvo Car 
Group’s manufacturing plants in China, Belgium, Sweden and the 
United States during different periods in the first half of 2020, 
which in turn temporarily affected the Group’s ability to deliver cars 
during certain limited periods. In addition, many countries’ lock-
downs prevented customers from buying or leasing new cars 
through physical retailers. Volvo Car Group’s gross income 
decreased from MSEK 52,070 in 2019 to MSEK 46,020 in 2020, 
resulting in a decreased gross margin,2 from 19.0 per cent to 17.5 
per cent. Moreover, operating income (EBIT) decreased from 
MSEK 14,303 in 2019 to MSEK 8,516 in 2020, resulting in a 
decreased EBIT margin,2 from 5.2 per cent to 3.2 per cent.

The ongoing COVID-19 outbreak could, depending on national 
responses, any resulting economic downturn, the shape of any 
potential recovery as well as effects from the delta and other variants 
of the virus, adversely impact Volvo Car Group’s ability to success-
fully operate in the future. Factors that may affect the Group’s ability 
to operate include lockdowns in certain regions resulting in a slow-
down or suspension in production at the Group’s facilities and manu-
facturing plants, delays or disruptions in the supply chain of automo-
tive parts, components, commodities and other materials, and 
disruptions caused by the Group’s workforce, personnel and man-
agement not being able to conduct work. In particular, issues with 
respect to the further development, distribution and effectiveness  
of vaccines, and the spread of variants of the virus, could result in 
new restrictions being imposed by governments and businesses, and 
cause people to continue to self-isolate and not participate in the 
economy at pre-COVID-19 pandemic levels for a prolonged period of 
time. These and other factors may delay a return to a pre-COVID-19 
pandemic situation and ordinary course economic activity, or cause 
the European, Chinese and U.S. economies or other major global 
economies to experience a recession. Although an economic recov-
ery is partially underway, it continues to be uneven and characterised  
by meaningful dispersion across regions, with uncertainty regarding 

2) See “Selected historical financial information–Key operating metrics”.

its ultimate length and trajectory. The longer the COVID-19 pan-
demic impacts activity levels in the locations in which Volvo Car 
Group operates, the more likely it is to have a sustained, material 
impact on Volvo Car Group. The constantly evolving nature of the 
COVID-19 pandemic makes it difficult to predict its ultimate adverse 
impact on Volvo Car Group. Consequently, the COVID-19 pandemic 
continues to present high uncertainty and significant risk and could 
have material adverse effects on Volvo Car Group’s revenue, net 
assets, cash flows, financial condition and results of operations.

Volvo Car Group is exposed to risks relating to changes in 
consumer behaviour
Volvo Car Group’s continued success depends in part on its ability to 
detect and define car and automotive trends. This includes the ability 
to anticipate and respond promptly to changing consumer behaviour 
and automotive trends in the design, styling, technology, production 
as well as pricing and cost of ownership of its cars. Volvo cars must 
appeal to a broad customer base whose preferences cannot be pre-
dicted with certainty and are subject to rapid change, and customers 
who are driven by factors such as convenience, design, digital 
access, environmental and social responsibility as well as ongoing 
urbanisation. Volvo Car Group is under continual pressure to develop 
new products and to improve existing products in increasingly 
shorter time periods. Additionally, the Group may be required to 
make significant expenditures in anticipation of future consumer 
behaviour regarding consumer demands and preferences, such as 
new powertrain, electrification and autonomous driving (“AD”) tech-
nology. Evaluating and responding to consumer preferences has 
become increasingly complex in recent years, as Volvo Car Group 
tries to strengthen its position in its existing markets and continue its 
expansion into new geographical markets. There is a risk that Volvo 
Car Group misjudges, delays recognition of, or fails to adapt, the 
Group’s products and services to trends and consumer preferences 
in individual markets or other changes in demand, which could result 
in Volvo Car Group’s sales decreasing in the short term, and as a 
result the Group and its retailers may be faced with excess inventory 
for some cars and missed opportunities with others. Furthermore, 
the significant expenditures necessary to develop, manufacture and 
sell a car may not generate the anticipated return (if any).

Additionally, private and commercial users of transportation 
increasingly use modes of transportation other than private-
ly-owned vehicles, especially in connection with growing urbanisa-
tion, car sharing, and customers increasingly seeking alternatives to 
traditional car ownership. Short-term use, Car-as-a-Service 
(“CaaS”) offerings, for example car-sharing and subscription solu-
tions such as Care by Volvo may also become preferred models of 
consuming mobility. Furthermore, the development of urban mobil-
ity may increase demand for MaaS-solutions rather than personal-
ly-owned modes of transportation. There is a risk that Volvo Car 
Group’s subscription solution Care by Volvo and mobility solutions, 
such as M – Volvo Car Mobility, will not meet its customers’ 
demand, or will not be rolled-out fast enough, which would nega-
tively affect Volvo Car Group’s competitiveness and revenue. In 
addition, many cities are also heavily investing in environmentally 
friendly urban infrastructure such as tramways, light trail transit and 
metros, and are also promoting alternatives to the use of cars. 
These factors and any rising costs for automotive transport of peo-
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ple and goods, increasing traffic density and lack of parking in 
major cities, fuel costs, congestion fees and environmental aware-
ness may decrease the demand for Volvo cars.

Volvo Car Group is exposed to risks related to competition
The global automotive industry, including the premium car segment 
in which Volvo Car Group operates, is highly competitive and com-
petition is likely to intensify further. A range of factors affect the 
competitive environment, including, among others, design, quality 
and features of cars and related services, innovation, safety, devel-
opment time, time to market, ability to control costs, pricing, relia-
bility, fuel economy, environmental impact and perception thereof, 
consumer service and financing terms. Due to the rapid technologi-
cal change in the industry allowing for the introduction of alterna-
tive ownership models such as car-sharing services, short-term use 
and subscription models, Volvo Car Group is also increasingly sub-
ject to competition from established companies and start-ups dis-
rupting the traditional automotive industry. For example, companies 
that focus on technology and product innovation such as Alphabet, 
Alibaba, Apple, Argo, Samsung Panasonic, Here, Intel and NVIDIA, 
mobility providers such as Uber, Lyft, DiDi and Baidu, and, in the 
arena of online sales, companies such as CarWow, Amazon, Car-
vana and Cluno. Such companies have not traditionally been con-
sidered competitors in the automotive industry but have all entered 
different areas that are now part of the wider automotive industry, 
thereby further intensifying competition, and they may also have far 
greater resources than Volvo Car Group. In addition, as Volvo Car 
Group has adopted a mid-decade ambition to have 50 per cent of 
its software developed in-house, the Group may also compete with 
companies that focus on technology and product innovation in rela-
tion to software development.

As a consequence of the competitive environment in the automo-
tive industry, as well as the industry being capital intensive and 
requiring substantial investments and the profitability in the industry 
to a certain extent being dependent on sales volumes and economies 
of scale, there is a trend of consolidation and strategic alliances with 
respect to, among other things, manufacturing, machinery, research 
and development, product design, engineering and technology. For 
example, in 2018, BMW and Daimler merged their mobility services 
business units. If Volvo Car Group’s competitors consolidate or enter 
into strategic agreements and alliances, they may be able to take 
better advantage of economies of scale and benefit from the cost 
savings offered, which could adversely affect the Group’s competi-
tiveness with respect to those competitors. Furthermore, there is a 
risk that competitors entering into such strategic alliances, and other 
actions amplifying rising competition, could result in Volvo Car Group 
not being able to maintain its market shares and sales volumes.

To stimulate demand, the automotive industry has offered cus-
tomers and retailers price reductions on cars and services, which 
has led to increased price pressures and heightened competition 
within the industry. As a provider of numerous car models sold in 
high volumes, Volvo Car Group’s profitability and cash flows are sig-
nificantly affected by rising competition and price pressures. Spe-
cial sales incentives and increased price pressures in the new car 
business could also negatively influence price levels in the used car 
market, as prices in the used car market decrease in line with price 
decreases for new cars. Accordingly, sales incentives and increased 
price pressures may expose Volvo Car Group to the risk that the 

market value of used cars declines below their residual value (see 
further “–Financial risks–Volvo Car Group is exposed to residual 
value risk in the course of its operations” below).

Furthermore, there is a strong trend among market participants 
in the premium car segment towards intensifying efforts to retain 
their competitive position in established markets while also devel-
oping a presence in newer markets such as China. Volvo Car Group 
anticipates that additional competitors will seek to enter these mar-
kets and that existing market participants will try to protect or 
increase their market share.

Volvo Car Group is dependent on its ability to introduce its 
next generation of cars and to upgrade existing models
Volvo Car Group’s product range is categorised by model range 
(currently 40, 60, and 90) and body type (Sedan (S), Estate (V), 
sports utility vehicle (“SUV”) (XC) and, recently launched, Crosso-
ver (C)). Volvo Car Group continuously upgrades its existing models, 
as well as introduces new cars. For example, in March 2021, Volvo 
Car Group launched the C40 Recharge, the Group’s first model to 
be designed to be fully electric from the start and sold online only. 
Production of the C40 Recharge commenced in October 2021. In 
order to meet its sales goals, Volvo Car Group has invested heavily 
in car and powertrain design, engineering and manufacturing, and 
future model launches will also require substantial capital expendi-
ture. Volvo Car Group’s ability to realise acceptable returns on these 
investments will depend in large part on customers’ acceptance of 
new and upgraded car offerings, as well as Volvo Car Group’s ability 
to complete its car launch schedule on the contemplated timeline. If 
and when Volvo Car Group relies on systems, solutions or complete 
cars being developed and manufactured by the Geely ecosystem or 
other third parties, such third parties’ timely and proper delivery 
may impact Volvo Car Group’s ability to meet its plans.

Key for Volvo Car Group’s ability to introduce its next generation 
of cars is that the Group will be able to develop the next generation 
vehicle architecture. Currently, Volvo Car Group relies on two vehi-
cle architectures, the Scalable Platform Architecture (the “SPA”), 
developed in-house, and the Compact Modular Architecture (the 
“CMA”), developed by Volvo Car Group in collaboration with 
Ningbo Geely Automobile Research & Development Co., Ltd. 
(“Ningbo Geely”) and China Euro Vehicle Technology AB (“CEVT”). 
All the Group’s current models are built on these two architectures. 
Volvo Car Group is currently developing the next generation fully 
electric vehicle architecture, which is developed for a new range of 
electrified cars, starting with the launch of the next generation bat-
tery electric large SUV. The evolution into fully electric vehicle archi-
tecture is a vital part of Volvo Car Group’s ability to fulfil its target 
that, by mid-decade, 50 per cent of its global sales volumes should 
be fully electric cars. There is a risk that Volvo Car Group’s develop-
ment of its next generation fully electric vehicle architecture does 
not progress as the Group expects, or that the development pro-
cess would need to be altered to meet new standards, which could 
result in the Group’s electrification strategy not being realised and 
its mid-decade ambitions not being achieved. Any delays or issues 
with the development or implementation of fully electric vehicle 
architectures in its production will consequently affect Volvo Car 
Group’s ability to introduce its scheduled next generation of cars. 

In addition, market acceptance of Volvo Car Group’s new and 
upgraded cars depends on a number of factors, many of which 
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require the Group to try to anticipate consumer preferences and 
competitive products several years in advance (see further “–Volvo 
Car Group is exposed to risks relating to changes in consumer 
behaviour” above). Volvo Car Group’s launches of new models are 
further taking place in different geographic regions at different 
times, and while a new model may be well-received in a particular 
geographic market, it may not be successful in other markets. For 
example, in some markets, sustainability considerations, particularly 
with respect to technology aimed at reducing carbon emissions, are 
among the most important factors in consumer decision-making. 
Any failure to continue introducing new cars or upgraded variants of 
existing models that meet consumer preferences in different geo-
graphic regions could have a material adverse effect on Volvo Car 
Group’s business and results of operations and if Volvo Car Group’s 
new cars or upgraded variants of the Group’s existing models are not 
received favourably by customers, Volvo Car Group’s car sales, mar-
ket share and profitability will suffer. If Volvo Car Group is required 
to cut capital expenditures due to insufficient car sales and profita-
bility, or if for any other reason Volvo Car Group decides to reduce 
costs and conserve cash, Volvo Car Group’s ability to continue its 
programme of developing the next generation of cars, including 
electric cars, and keep up with product and technological innova-
tions introduced by Volvo Car Group’s competitors would diminish, 
which could further reduce demand for the Group’s cars.

Volvo Car Group is more vulnerable to reduced demand for 
premium cars than automobile manufacturers with more 
diversified or less expensive product rangesd
The Group operates in the premium car segment, primarily in the 
European, Chinese and U.S. markets and largely in the SUV seg-
ment. In 2020 and the six months ended 30 June 2021, 71 per cent 
and 75 per cent, respectively, of Volvo Car Group’s retail sales were 
SUVs and cross-over models (XC series). This segment of the pas-
senger car market and these geographical markets are very com-
petitive. Furthermore, in economic downturns, customers can gen-
erally be more likely to shift from buying premium segment cars to 
buying cars in less expensive segments (see also “–Volvo Car Group 
is exposed to risks relating to macroeconomic and geopolitical fac-
tors” above). In addition, OEMs currently focusing on the mid-mar-
ket passenger vehicle segment may try to move upstream and enter 
the premium segment. This may lead to increased competition in 
the premium segment compared to other segments. Accordingly, 
the Group’s performance is strongly linked to market conditions and 
consumer demand in this segment. Other premium car manufactur-
ers operate in a broader spectrum of market segments, which 
makes them comparatively less vulnerable to reduced demand for 
any specific segment. Any downturn or reduced demand for pre-
mium passenger cars, or any reduced demand for Volvo Car Group’s 
most popular models, in the geographic markets in which it oper-
ates could have a more pronounced effect on the Group’s perfor-
mance and earnings than would have been the case if it had oper-
ated in a larger number of different market segments.

Volvo Car Group is exposed to risks relating to the development 
of new technologies
Over the past few years, the global market for automobiles, particu-
larly in established markets, has been characterised by increasing 
demand for more efficient cars and technologies. This is related, in 

particular, to the global debate on how to address climate change. 
Other technological changes, including vehicle connectivity, inter-
active safety systems, electric vehicle technology (see “–Volvo Car 
Group is exposed to risks relating to electrification” below), AD, 
Advanced Driver Assistance Systems (“ADAS”) vehicles/electric 
cars, In-Car Infotainment systems, 3-D printed cars and Artificial 
Intelligence, also have the potential to significantly change the auto-
motive industry, expanding it into the software business. These 
technologies will require new expertise, attract competitors from 
outside the automotive industry and shift supply chains. If Volvo 
Car Group is unable to identify, understand, and adapt to rapid 
technological change, it could adversely affect its results of opera-
tions and the Group’s ability to remain competitive.

In 2020 and the six months ended 30 June 2021, Volvo Car 
Group’s research and development expenses amounted to 
MSEK 11,362 and MSEK 7,148, respectively. Although Volvo Car 
Group invests heavily in research and development, there is a risk 
that these research and development activities will not achieve their 
planned objectives, including as a result of unresolved technological 
barriers, systems failures or human errors in calculating or monitor-
ing the success of the technologies, or that competitors will 
develop better solutions or technologies and will be able to manu-
facture the resulting products more rapidly, in larger quantities, 
with a higher quality and/or at a lower cost. This could lead to 
increased demand for the products of such competitors and result 
in a loss of market share for Volvo Car Group. There is also a risk 
that the money invested in researching and developing new tech-
nologies will, to a considerable extent, have been spent in vain if the 
technologies developed or the products derived therefrom are 
unsuccessful in the market or if competitors have developed better 
or less expensive products. It is possible that Volvo Car Group could 
then be compelled to make new investments in researching and 
developing other technologies to maintain existing market share or 
to regain the market share lost to competitors.

In addition, promotion of new technologies encourages custom-
ers to look beyond standard factors (such as price, design, perfor-
mance, brand image or comfort/features) to differentiation of the 
technology used in the vehicle or the manufacturer or provider of 
this technology. This could lead to shifts in demand and the value 
added parameters in the automotive industry at the expense of 
Volvo Car Group’s products, which could have a material adverse 
effect on the Group’s competitiveness and results of operations.

Volvo Car Group is exposed to risks relating to electrification
Volvo Car Group has been adjusting its business towards electrifi-
cation and has expressed the ambition of having 50 per cent of its 
global sales volume to be fully electric cars by mid-decade. The 
Group has placed considerable emphasis on research and develop-
ment relating to electrification and battery-electric technology, and 
by mid-decade, approximately 80 per cent of its total capitalised 
expenditures are expected to relate to electrification. In addition, 
Volvo Car Group and Swedish battery developer and manufacturer 
Northvolt AB (“Northvolt”) have entered into a non-binding memo-
randum of understanding outlining the intention to establish joint 
ventures to develop and produce batteries (see also “–Volvo Car 
Group is exposed to risks relating to strategic and collaborative 
partnerships” below). The Group is therefore exposed to the risk 
that another technology than battery-electric, such as fuel cells, 
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becomes favoured by the public opinion, develops as a sustainable 
way of mobility or that the development of battery-electric technol-
ogy does not progress as quickly as anticipated or that different 
types of battery-electric technology develop that become more 
competitive than what Volvo Car Group has chosen to work with. In 
addition, Volvo Car Group’s ability to realise returns on its research 
and development costs will depend in large part on the Group’s 
technology meeting customers’ expectations and preferences, for 
example with respect to the electric-only range of the cars and sus-
tainability aspects. If the batteries used by Volvo Car Group are not 
produced in a sustainable way, using sustainable electricity and raw 
materials, this could have an adverse effect on customers’ accept-
ance of the Group’s fully electric cars. Furthermore, the demand for 
electric cars could be adversely affected if rebates or incentives 
implemented by various countries aimed at promoting electric cars 
are phased out or removed (see further “–Volvo Car Group is 
exposed to risks relating to changes in automotive-related tax, tariff 
or fiscal policies” below). If Volvo Car Group’s focus on electric cars 
turns out to be unsuccessful, its revenue as well as profitability may 
be adversely affected.

The demand for this technology is, in part, limited by the availa-
bility of an appropriate charging infrastructure. The charging infra-
structure market is still very immature and differentiated depend-
ing on the region. The EU, for example, is one of the most 
fragmented markets in terms of the number of different solutions 
available to customers in the market. Such fragmentation can 
result in low convenience for customers as they may need to have 
accounts with several charging service providers to use their elec-
tric cars for their intended purposes, and an inability to predict 
charging costs. Even though markets are differentiated, Volvo Car 
Group does not intend to develop its own charging infrastructure 
and will consequently be dependent on the charging infrastructure 
developed by third parties. For example, in June 2021, Volvo Car 
Group announced a collaboration with charging point platform 
Plugsurfing, whereby Volvo Car Group customers are offered a 
reduced charging price at Ionity charging points across Europe. 
However, there is a risk that Volvo Car Group will not be able to 
enter into additional arrangements with regional charging network 
partners and service suppliers, and therefore will not be able to 
ensure the existence of a competitive set of suppliers for charging 
and related services for its customers. If customers do not have 
access to relevant charging infrastructure, either at home, at work 
or during a road trip, they may be less likely to adopt electric car 
solutions, restricting Volvo Car Group’s pace of growth of sales of 
electric cars. Volvo Car Group’s electric vehicle production is also 
dependent on lithium-ion batteries, where the Group currently 
relies on a few suppliers, and any shortages of lithium-ion batteries 
will result in the battery-electric vehicle technology developing 
more slowly than the market currently predicts (see also “–Volvo 
Car Group is subject to risks relating to increases in input and fuel 
prices and shortages of essential raw materials, commodities or 
supplies” below). There is also a risk that Volvo Car Group and 
Northvolt do not enter into final agreements to develop and pro-
duce batteries, which could adversely affect the Group’s ability to 
build up an efficient and cost effective supply of batteries as well 
as its ability to meet the Group’s forecasted decrease of cost of 
battery by 40 per cent by 2025. Furthermore, there is a risk that 
lithium-ion batteries in Volvo Car Group’s cars will not have the 

driving range capacity demanded by customers, which could affect 
the demand for the Group’s electric cars.

Volvo Car Group is exposed to risks relating to internal  
combustion engines (“ICE”) emissions
The Worldwide Harmonized Light Vehicles Test Procedure defines 
a global harmonised standard for determining the levels of pollut-
ants and carbon dioxide (“CO₂”) emissions, fuel or energy con-
sumption and battery range for light-duty vehicles (passenger cars 
and light commercial vans) and provides guidance regarding condi-
tions of dynamometer tests and road load (motion resistance), gear 
shifting, total car weight (by including optional equipment, cargo 
and passengers), fuel quality, ambient temperature and tyre selec-
tion and pressure. Vehicle emissions standards and test procedures 
have been under scrutiny in many parts of the world, including the 
United States and Europe, and are subject to increasingly stringent 
regulatory standards and tests. For example, the European Com-
mission has published a range of regulations and provisions (in par-
ticular, the “Euro 6 standards”3 and implementation of regulations 
as regards emissions from light passenger and commercial vehi-
cles4) relating to emissions testing and controls over emission con-
trol systems. This includes mandating the use of “Real Driving 
Emissions” (“RDE”) test procedures in addition to current stand-
ards. This new emissions testing includes rules relating to emis-
sions of nitrogen oxide, and further packages regarding the comple-
tion of the framework of RDE test procedures and other measures 
are expected.

In 2019, Volvo Car Group and Geely Holding announced their 
intention to separate their existing ICE operations into a stand-
alone business, as Volvo Car Group focuses on its all-electric range 
of premium cars. However, Volvo Car Group will, also after the sep-
aration of its ICE operations, sell ICE cars for a period of time and 
have to comply with relevant rules and regulations. To comply with 
ICE-related regulatory requirements and testing procedures, Volvo 
Car Group will likely have to incur or contribute to additional capital 
expenditure and research and development expenditure to upgrade 
products, which could have an impact on Volvo Car Group’s produc-
tion costs which may be difficult to pass on to customers.

In addition, customers in general have developed negative per-
ceptions of ICE cars driven by diesel for a variety of reasons, includ-
ing their potential environmental impact, uncertainty related to their 
resale value, unresolved questions related to performance, negative 
media coverage and industry scandals relating to, for example, 
defeat device.5 There is also now an emerging trend for private indi-
viduals or groups of individuals to advance claims and lawsuits 
against auto manufacturers, such as the lawsuit against  
Volkswagen with respect to their diesel vehicles. There is a risk that 
Volvo Car Group could be subject to such claims or lawsuits. There 
is also a risk that public health concerns relating to diesel engines in 
particular may influence government policies, leading to economic 
disincentives toward the production and purchase of diesel vehi-
cles, or more wide-reaching restrictions on the use of certain tech-
nologies. In 2020, Volvo Car Group’s diesel engine car sales 

3) Standards under the European Commission Regulation No. 459/2012.
4) The European Commission Regulations 2016/646 and 2016/427.
5) A device or piece of software used in a car engine to create low carbon 
 emissions during environmental testing, but not during regular motoring.
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accounted for 19 per cent of the Group’s total sales in terms of 
units. Furthermore, a number of factors, including a stronger focus 
on public health and environmental concerns relating to ICE emis-
sions, may lead to decreased demand, and also result in price pres-
sure, for ICE cars. If this occurs prior to Volvo Car Group having 
phased out its ICE car offerings completely, this would have an 
adverse effect on the Group’s results of operations.

Volvo Car Group is exposed to risks relating to its 
 manufacturing plants and operations
Volvo Car Group owns and/or operates car manufacturing plants, 
assembly plants, engine plants and component production plants in 
Sweden, Belgium, China, the United States, Malaysia and India. In 
addition, Volvo Car Group and Northvolt have entered into a 
non-binding memorandum of understanding outlining the intention 
to, among other things, establish a new battery factory in Europe. 
Volvo Car Group’s success depends in part on its ability to utilise its 
full production capacity at its manufacturing plants. In 2020 and 
the six-month period ended 30 June 2021, Volvo Car Group’s utili-
sation of installed annual capacity was 67 per cent and 74 per cent, 
respectively. The Group’s ability to utilise full production capacity 
will place additional demands on its operations in terms of process 
optimisation and efficiency, for example, in relation to production 
planning and accurately forecasting demand for different models. In 
the long-term, Volvo Car Group could also be required to expand its 
production capacity in order to continue its growth, which may 
require the Group to upgrade its current, and establish new, plant 
facilities around the world. However, there is a risk that the Group 
will not in the future be able to establish new facilities on favourable 
terms, in a timely manner or at all. Any inability to establish new 
facilities due to, for example, governmental or regulatory limita-
tions, financially unfavourable terms or global or country-specific 
market conditions may prevent Volvo Car Group from increasing its 
production capacity. Any such inability may also require Volvo Car 
Group to transport cars from existing plants across the world, 
which will increase Volvo Car Group’s exposure to risks relating to 
securing timely inbound distribution to assembly plants from global 
suppliers and imply higher costs for transportation, taxes and duties 
as well as import tariffs. In addition, large investments in plant facil-
ities may limit Volvo Car Group’s ability to make near-term invest-
ments and improve flexibility in capacity elsewhere. Any of these 
events could have a material adverse effect on Volvo Car Group’s 
business and results of operations.

Volvo Car Group could experience disruption to its manufacturing, 
design and research and development capabilities for a variety of 
reasons, including, among others, extreme weather, fire, theft, sys-
tem failures, natural catastrophes, cyber-attacks, mechanical or 
equipment failures and similar risks. For example, Volvo Car Group’s 
production at its Charleston plant in the United States is typically 
shut down at least once a year due to hurricanes. In addition to caus-
ing productions stops, if hurricanes or other natural disasters were 
to occur, it could damage one of Volvo Car Group’s plants (see also 
“–Volvo Car Group is exposed to risks relating to climate change, 
natural disasters, acts of war, epidemics and other external events” 
below). Volvo Car Group may also face disruptions when new facili-
ties are opened, particularly in jurisdictions where the Group has not 
previously had an extensive presence, or new product lines or tech-
nologies are introduced at existing facilities. Operational disruptions, 

interruptions and process problems related to start-up issues at 
facilities may lead to production not being commenced as planned, 
significant production downtimes and interruptions in early stages 
of production. Any significant disruptions could adversely affect the 
Group’s ability to design, manufacture and sell its cars.

In addition, Volvo Car Group is dependent on maintaining an 
effective quality control system at its manufacturing plants. The per-
formance, quality and safety of Volvo Car Group’s products are criti-
cal to the Group’s customers and success. The effectiveness of 
Volvo Car Group’s quality control system is determined by various 
factors, including the design of its quality control system, implemen-
tation of quality standards, quality of training programmes and the 
Group’s employees’ adherence to quality control policies and guide-
lines. If Volvo Car Group fails to maintain an effective or adequate 
quality control system, the Group may produce defective products 
and/or cause disruption to its manufacturing.

Volvo Car Group is subject to risks relating to increases in 
input and fuel prices and shortages of essential raw materials, 
commodities or supplies
The automotive sector uses a wide range of raw materials and com-
modities in manufacturing. Raw materials and commodities such as 
aluminium, steel, resin, non-ferrous metals, precious metals, rubber, 
petroleum products, copper, advanced plastics and other materials 
such as glass are used in most automobiles. In 2020 and the six-
month period ended 30 June 2021, material costs (including 
freight, distribution and warranty) amounted to MSEK 185,268 and 
MSEK 94,993, respectively. Accordingly, the pricing of raw materi-
als, commodities and supplies is a significant expense for Volvo Car 
Group and any increases in input prices of raw materials, commodi-
ties and supplies would increase the Group’s operating costs and 
could impact its profitability to the extent that such increase may 
not be absorbed by the market through price increases, due to the 
negative impact on demand. Furthermore, increases in fuel prices 
or electricity may also negatively affect Volvo Car Group’s operating 
costs and decrease demand for its cars.

Prices of raw materials and commodities used in the manufac-
ture of automobiles, including lithium-ion batteries, cobalt, steel, 
aluminium, copper, zinc, rubber, platinum, palladium and rhodium, 
have experienced periods of increased volatility in recent years. This 
increased volatility has been driven by, among other things, macro-
economic factors, supply and demand, geographical distribution of 
resources, political instability, regulatory restrictions, recyclability 
of resources and resource substitution potential as well as specula-
tion in the trading of raw materials (see also “–Volvo Car Group is 
exposed to risks relating to macroeconomic and geopolitical fac-
tors” above). In addition, Volvo Car Group is dependent on rare 
earth elements in the production of car electronics. Rare earth ele-
ments are predominantly found in China and in the past, China has 
limited the export of relevant rare earth elements from time to time. 
Supply of rare earth elements therefore remain uncertain, and its 
potential lack of availability could adversely affect Volvo Car 
Group’s production of cars. 

In Volvo Car Group’s electric vehicle operations, the Group is also 
dependent on lithium-ion batteries, cobalt, semiconductors (see 
also “–Volvo Car Group is exposed to risks relating to disruptions to 
its supply chains, including the global shortage of semiconductors” 
above) and various electric components. Batteries contain rare 
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earth elements, and depleting supplies of raw materials and metals 
such as lithium and cobalt may present supply chain bottlenecks in 
the future (see also “–Volvo Car Group is exposed to risks relating 
to electrification” above). There is also a risk that there could be a 
lack of sufficient supply of electric vehicle components, such as 
battery cells and semiconductors, since demand could exceed sup-
ply capacity. This could result in an oligopoly market as cost focus 
drives volume consolidation to major battery suppliers and in turn 
have a material adverse effect on Volvo Car Group’s business and 
results of operations.

Any interruption in the supply or any increase in the cost of raw 
materials, commodities, parts, components and systems could 
negatively impact Volvo Car Group’s ability to achieve its vehicle 
sales objectives as well as profitability. For example, the ongoing 
semiconductor shortage could result in significantly increased cost 
of semiconductors for the Group. Volvo Car Group’s exposure to 
increases in input prices could be even more significant since the 
Group does not regularly hedge its exposure to fluctuations in raw 
materials prices. In 2020 and the six-month period ended 30 June 
2021, Volvo Car Group had costs for raw materials of MSEK 17,369 
and MSEK 14,651, respectively, and a one per cent change in the 
prices of raw materials would have impacted the Group’s operating 
income in 2020 and the six-month period ended 30 June 2021 by 
MSEK 105 and MSEK 90, respectively. In addition, because of 
intense price competition and Volvo Car Group’s fixed costs, which 
typically do not exceed 20 per cent, Volvo Car Group may not be 
able to pass on commodity price increases to the end customers, 
even if they are foreseeable or hedged. Cost increases that cannot 
be recouped through increases in vehicle prices, or offset by pro-
ductivity gains, could have a material adverse effect on Volvo Car 
Group’s profitability and margins.

Volvo Car Group is subject to risks associated with product 
recalls
Volvo Car Group is subject to risks and costs associated with prod-
uct recalls in connection with performance, compliance or safety-re-
lated issues affecting Volvo cars (see also “–Legal, regulatory and 
governance risks–Volvo Car Group is exposed to risks relating to 
automotive industry-related laws and regulations” below). For exam-
ple, in March 2020, Volvo Car Group initiated a recall affecting 
approximately 750,000 Volvo cars due to a fault in Volvo Car 
Group’s automatic emergency braking safety feature, a part of the 
driver support system. Also, in June 2020, Volvo Car Group initiated 
a recall affecting approximately 2,184,000 Volvo cars due to an 
identified risk that the front seat belt fastening may over time suffer 
from reduced strength. Furthermore, in mid-2019, Volvo Car Group 
initiated an investigation regarding a possible problem with driver air-
bag inflators in cars produced on a previous generation of a platform, 
which under certain circumstances could result in a malfunction. In 
2018, a car with the concerned airbag was involved in a fatal acci-
dent in the United States, which was reported to Volvo Car Group 
shortly before its investigation was initiated. After a thorough investi-
gation conducted together with the manufacturer of the inflator, 
Volvo Car Group initiated a recall related to this potential malfunction 
in November 2020. Approximately 124,000 Volvo cars were recalled 
at that point in time. After further investigations, the recall was 
extended during the autumn 2021 to cover approximately 337,000 

additional Volvo cars of the same models as the initial recall, as well 
as approximately 301,000 Volvo cars of other models. Volvo Car 
Group is continuously in dialogue with authorities with respect to 
recalls and there is a risk that this could result in the abovemen-
tioned, or other, recalls being extended, even after the Group consid-
ers such recalls being finalised. Under certain circumstances, such 
authorities may also impose fines and other administrative sanctions 
on Volvo Car Group. In connection with initiated product recalls, 
Volvo Car Group could separately face individual or class actions 
relating to product liability, in particular in relation to alleged personal 
injuries and fatalities arising out of potential defects that are the 
basis of a recall (see also “–Volvo Car Group is subject to product lia-
bility-related risks” below). If material product recalls would occur 
with high frequency or be extended to include more cars than initially 
expected, it could result in a substantial loss of customers and dam-
age to its reputation. There is also a risk that Volvo Car Group’s war-
ranty provisions are too low to cover costs relating to material prod-
uct recalls and extensions of recalls, which could have an adverse 
effect on Volvo Car Group’s financial position (see also “–Volvo Car 
Group is exposed to risks relating to product warranties” below).

Volvo Car Group may also decide to initiate a recall if the Group 
concludes that its cars do not or might not comply with applicable 
safety standards, or in some circumstances, governmental authori-
ties themselves may initiate a recall as a result of their own investi-
gations into Volvo Car Group’s operations. Further, Volvo Car Group 
may initiate voluntary service campaigns in relation to non-safety 
aspects if it believes that doing so would be of value to customers. 
Volvo Car Group may expend considerable resources in connection 
with product recalls and service campaigns, and these resources 
may typically include the cost of the part being replaced and the 
labour required to remove and replace the defective part. In addi-
tion, product recalls could prevent or delay the launch of new mod-
els of cars or cause customers to question the safety or reliability of 
the Group’s cars and harm Volvo Car Group’s reputation. 

Volvo Car Group is subject to product liability-related risks
Volvo Car Group spends substantial resources to ensure that it 
complies with governmental safety regulations, mobile source 
emissions regulations and other standards relating to its cars. There 
is a risk that Volvo Car Group could fail to comply with such regula-
tions and standards. As a result, there is a risk that Volvo cars might 
not fulfil all the relevant product safety standards, and that its cars 
may be malfunctioning. Any defects or malfunctioning cars could, 
for example, cause property damage as well as personal injury or 
casualties, which could lead to Volvo Car Group being subject to 
investigations by governmental authorities relating to safety-related 
and other compliance issues with its cars (see “–Volvo Car Group is 
subject to risks associated with product recalls” above). In addition, 
as the automotive industry as a whole experiences significant prod-
uct liability claims, Volvo Car Group could face individual or class 
actions relating to product liability, which can entail significant cost 
and risk for the Group, in particular in relation to personal injuries 
and casualties (see also “–Legal, regulatory and governance risks–
Volvo Car Group is subject to risks related to legal and administra-
tive proceedings” below). Volvo Car Group is a defendant in several 
product liability cases and pending class actions, containing claims 
relating to alleged defects to certain Volvo car models. Product lia-
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bility-related disputes can concern significant amounts and may 
sometimes take several years to conclude. Negative outcomes of 
product liability claims, and disputes, could have a material adverse 
effect on Volvo Car Group’s business and results of operations, as 
well as damage its reputation. 

Simply responding to actual or threatened litigation or govern-
mental investigations of Volvo Car Group’s compliance with product 
liability regulations, may require significant expenditures of time 
and other resources. Although Volvo Car Group continuously 
insures against product liability claims, there is a risk that the Group 
might not be able to secure proper insurance coverage for product 
liability claims on commercially acceptable terms or at reasonable 
costs when needed.

Volvo Car Group is exposed to risks relating to product  
warranties
A number of Volvo Car Group’s contractual and regulatory require-
ments also oblige it to provide extensive warranties to its custom-
ers, retailers and importers. As at 31 December 2020 and 30 June 
2021, Volvo Car Group’s recognised warranty provisions amounted 
to MSEK 12,022 and MSEK 12,225, respectively. Volvo Car 
Group’s recognition and measurement of product warranty provi-
sions is generally connected with estimates, where estimated costs 
for product warranties are charged to cost of sales when the prod-
ucts are sold. Estimated warranty costs include contractual war-
ranty, warranty campaigns (recalls and buy-backs) and coverage in 
excess of contractual warranty or campaigns, and are based on his-
torical claims statistics and the warranty period. There is a risk that 
relative to the guarantees and warranties granted, the calculated 
product prices and the provisions for Volvo Car Group’s guarantee 
and warranty risks have been set, or will in the future be set, too 
low and Volvo Car Group might also be required to extend the guar-
antee or warranty originally granted in certain markets for legal  
reasons, initiate or extend product recalls, or provide services as a 
courtesy or for reasons of reputation where the Group is not legally 
obliged to do so, and for which Volvo Car Group will generally not 
be able to recover from suppliers or insurance. Any of these events 
could have a material adverse effect on Volvo Car Group’s business, 
results of operations and financial condition.

Volvo Car Group is exposed to risks relating to availability and 
cost of consumer financing
Volvo Car Group manages consumer finance arrangements and 
insurance offerings, off-balance, through its Volvo Car Financial 
Services programme, which operates through strategic partner-
ships and joint ventures with, among others, Volvofinans Bank, 
Santander, Bank of America, Genius AFC, CITIC, PAB and BNP 
Paribas. As a significant proportion of Volvo cars in Europe and 
North America are purchased using financing (for example leases or 
sales finance packages), any reduction in the supply of available 
consumer financing for the purchase of new cars would make it 
more difficult for some customers to purchase Volvo cars, which 
could in turn result in commercial pressure for the Group to offer 
new (or expand existing) retail or retailer incentives to maintain 
demand for its cars. There is also a risk of competitors offering new 
attractive financing solutions that Volvo Car Group cannot compete 
with. Volvo Car Group’s need to offer third-party customer financ-

ing solutions is increasing as the Group’s focus on direct consumer 
offerings intensifies, compared to a business model where retailers 
present the financing solutions to the customers. In order to meet 
the increasing need for financing solutions, Volvo Car Group is con-
sidering new off-balance sheet financing solutions, for example 
through a third party fund solution. In such a solution, a third party, 
rather than the Group, will own cars used in, for example, subscrip-
tion offerings. There is a risk that Volvo Car Group will not be suc-
cessful in establishing new off-balance sheet solutions, or that such 
solutions will be more expensive or complicated to establish than 
expected. Furthermore, higher cost of capital for banks and provid-
ers of consumer finance, for example, as a result of increasing con-
sumer default rates, may lead to consumer finance companies rais-
ing their interest rates, which would make it more costly for 
customers to finance their car purchases through consumer finance 
arrangements. Finally, due to increased regulatory scrutiny of com-
panies providing sub-prime lending products such as peer-to-peer 
lending (that attract borrowers who, because of their poor credit 
status or the lack thereof, do not qualify for traditional bank loans), 
the availability of consumer finance has decreased. Any of these 
events could have a material adverse effect on Volvo Car Group’s 
sale of cars and results of operations.

Volvo Car Group is exposed to risks relating to changes in 
automotive-related tax, tariff or fiscal policies
Changes in corporate and other taxation policies as well as changes 
in export and other incentives given by various governments or 
import, tariff and tax policies could adversely affect the demand for 
the Group’s cars and its results of operations. Such government 
actions may be unpredictable, and any adverse changes in govern-
ment policy could have a material adverse effect on Volvo Car 
Group’s business, results of operations and financial condition.

Furthermore, certain types of cars benefit from tax rebates and 
subsidies. For example, government incentives for plug-in hybrid 
electric vehicles (“PHEVs”) and fully electric cars, have been estab-
lished by several national governments and local authorities around 
the world as a financial incentive for customers to purchase and use 
PHEVs. In Sweden, as from 1 January 2021, a previous reduction of 
up to 40 per cent on company car taxation for electric cars, gas cars 
and PHEVs has been removed. However, a one-time bonus of up to 
SEK 70,000 still applies for low CO2 emission cars and gas cars. In 
the United States, a credit against U.S. federal income tax ranging 
from USD 2,500 to USD 7,500 is given per new qualified PHEV 
purchased for use in the United States. The size of the tax credit 
depends on the size of the vehicle and its battery capacity. This 
credit has a phase-out period that applies shortly after a manufac-
turer has sold at least 200,000 qualified vehicles for use in the 
United States. In China, there are tax rebates on purchases of fully 
electric cars and PHEVs and central governments have allotted sub-
sidies that in 2021 ranges from CNY 6,800 to CNY 18,000 per 
vehicle, according to relevant computing standards. The phasing out 
of any such rebates, subsidies or incentives may have a negative 
impact on demand for electric and hybrid vehicles, which could have 
a material adverse effect on the Group’s electrification strategy and 
accordingly, its business and results of operations. In addition, the 
imposition of any additional taxes and levies designed to limit the 
use of cars could adversely affect the demand for Volvo cars.
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Moreover, some Group companies receive preferential tax treat-
ment in their respective jurisdictions. For example, in China, Volvo 
Cars Technology (Shanghai) Co., Ltd. (recognised as an Advanced 
Technology Service Enterprise) and Zhongjia Automobile Manufac-
turing (Chengdu) Co., Ltd. (due to its location in Western China and 
business operations within the incentivised sector) are benefitting 
from a reduced corporate income tax rate of 15 per cent. Further-
more, Volvo Car (Asia Pacific) Investment Holding Co., Ltd. and 
Daqing Volvo Car Manufacturing Co., Ltd. benefit from a tax 
exemption related to qualified dividends received from other China 
tax resident subsidiaries. In the United States, Volvo Car North 
America, LLC (“VCNA”) benefits from America Plug-in Hybrid Elec-
tric Vehicle Tax Credits. The credit is a reduction in the income tax 
expense and is calculated based on the battery capacity of the sold 
PHEV. The credit amount varies by vehicle, with a maximum of 
USD 2,500 per car in 2020. This credit is subject to a phase-out 
once VCNA sells 200,000 qualifying vehicles to retailers for use in 
the United States. Also, Volvo Car Group receives property tax 
abatements in South Carolina (where one of its manufacturing 
plants is located) subject to certain capital investment require-
ments. Furthermore, in Belgium, Volvo Car Group also benefits 
from two material tax incentives that are generally available to com-
panies operating in Belgium. If the rules and provisions governing 
Volvo Car Group’s preferential tax treatment were to change or be 
amended, or if it, for any other reason, would no longer be able to 
benefit from the preferential tax treatments that the Group currently 
enjoys, it would negatively affect its tax position and tax expenses 
and consequently have a material adverse effect on Volvo Car 
Group’s net income.

Volvo Car Group is exposed to risks associated with its  
retailers, distribution channels and sales models
Volvo cars are sold and serviced through a large network of author-
ised retailers and service centres across the world. Volvo Car 
Group’s aim is to transform its retail business into a modern cus-
tomer experience with an integrated interaction between online and 
offline sales, and Volvo Car Group’s acquisition of the Swedish 
retailer group Upplands Motor, finalised in 2021, as well as a future 
partnership with Swedish retailer Bilia, announced in October 2021, 
are vital components of this strategy  (see also “–Volvo Car Group is 
exposed to risks relating to its direct consumer offerings” above). 
However, Volvo Car Group owns only a limited number of Volvo car 
retailers, and instead mainly sells its cars to retailers through various 
retailer agreements. This way of operating requires a close dialogue 
with the Group’s retailers. Furthermore, the Group’s lack of control 
of its retailers’ compliance procedures, consumer satisfaction and 
brand consistency could negatively impact the Group’s business. 
There is a risk, therefore, that Volvo Car Group’s expectations will 
not be met by all retailers and distributors. Underperformance by its 
retailers, distributors or service centres could adversely affect Volvo 
Car Group’s business and results of operations and, in certain cases, 
result in Volvo Car Group terminating its agreements with relevant 
retailers. In addition, there is a risk that such terminations are not 
properly handled by Volvo Car Group, which in turn could lead to 
claims being brought by the affected retailers. Moreover, if retailers 
encounter financial difficulties and Volvo Car Group’s cars and ser-
vices cannot be sold or can be sold only in limited numbers, this 
would have a direct adverse effect on the sales of such retailers. If 

Volvo Car Group cannot replace the affected retailers with other 
retailers, the financial difficulties experienced by such retailers could 
have an indirect adverse effect on its car deliveries.

In addition to Volvo Car Group’s existing retailer model, the 
Group is also focusing on direct sales, mobility solutions and sub-
scription services, such as Care by Volvo and M – Volvo Car Mobil-
ity, which will require the Group and its retailers to adapt their mar-
keting and business models from buying and selling cars to 
becoming more of a service provider. If the retailers are not willing 
or able to adapt to new business models, Volvo Car Group may be 
required to find and contract with new retailers. In addition, Volvo 
Car Group may be more directly impacted financially by price 
decreases and market pressures due to the Group’s increased focus 
on direct sales, compared to a traditional retailer model in which 
primarily it is the retailers that are affected by any price decreases 
or pressures. There may also be claims brought by the Group’s 
retailers due to the changed retailer model. Since Volvo Car Group’s 
transformation of its business model is still in an early phase, these 
risks will likely be enhanced in the future.

Volvo Car Group is exposed to risks relating to Polestar
Volvo Car Group’s strategic affiliate, Polestar is a progressive stand-
alone electric performance brand. As of the date of this prospectus, 
Volvo Car Group holds 49.5 per cent of the shares and 49.6 per cent 
of the votes in Polestar Automotive Holding Limited (“Polestar 
Holding”), the current holding company of the Polestar group. 

On 27 September 2021, Polestar announced that it had entered 
into a business combination agreement with Gores Guggenheim, 
Inc. (“Gores Guggenheim”), a special purpose acquisition com-
pany (SPAC) whose securities are listed on Nasdaq Capital Market 
(New York) (“Nasdaq New York”). According to the announcement, 
the parties to the business combination agreement aim to complete 
the business combination during the first half of 2022, where the 
timing depends on, among other things, the listing approval by 
Nasdaq New York. The parties propose that a company newly 
incorporated under the laws of England and Wales, Polestar Auto-
motive Holding UK Limited (“Polestar UK”), would become the new 
parent company of the Polestar group and, in connection with the 
completion of the business combination, securities of Polestar UK 
are expected to be listed on Nasdaq New York instead of those of 
Gores Guggenheim by way of a so-called de-SPAC process. Polestar 
UK has also entered into subscription agreements with certain inves-
tors, including Volvo Car Group and an affiliate of Gores Guggen-
heim, for a new share issue to be carried out in connection with, and 
subject to, completion of the de-SPAC, raising gross proceeds of 
approximately MUSD 250 (MSEK 2,190), up to MUSD 100 
(MSEK 876) of which will be guaranteed by Volvo Car Group.  
In addition to the raised proceeds, following completion of the 
de-SPAC, Polestar UK will also access the cash in Gores Guggen-
heim’s trust account, raised in connection with the listing of Gores 
Guggenheim, amounting to approximately MUSD 800 (MSEK 7,008) 
before any redemption of existing shares in Gores Guggenheim. 
 Following completion of the business combination and the listing 
on Nasdaq New York, Volvo Car Group expects to indirectly hold 
48.1 per cent of the shares and 49.4 per cent of the votes in Pole-
star UK, provided that no existing shareholders in Gores Guggen-
heim exercise their redemption rights with respect to their holdings 
(for further information on the business combination and the 
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de-SPAC, see “Business description–Strategic affiliates and strate-
gic investments–Polestar – Progressive electric performance 
brand–History and ownership structure of Polestar”). As a result, 
the Company’s share price on Nasdaq Stockholm could be signifi-
cantly adversely affected by price fluctuations in Polestar UK’s 
securities on Nasdaq New York (see also “–Risks related to the 
Company’s and the Offering–The share price can be volatile and the 
share price development is affected by several factors” below). 
Volvo Car Group, as well as the other existing shareholders in Pole-
star Holding, have also committed to, subject to certain exceptions, 
not to sell or dispose of their direct and indirect shareholdings in 
Polestar UK during a period of 180 days following completion of 
the de-SPAC (so-called lock-up). Consequently, there is a risk asso-
ciated with Volvo Car Group not being able to realise the value of its 
shareholding in Polestar UK during that period. The lock-up under-
takings, as well as the risk of shareholders in Gores Guggenheim 
exercising their redemption rights, could also result in a less active 
and liquid market for trading in Polestar UK’s securities, thereby 
impacting the price of Polestar UK’s securities and limit Volvo Car 
Group’s possibilities to realise the value of its shareholding in Pole-
star UK. Moreover, Volvo Car Group will hold common shares of 
both class A and B in Polestar UK, and as only the common shares 
of class A (in the form of American depository shares, ADS) are 
expected to be listed on Nasdaq New York, the ability for Volvo Car 
Group to divest its common shares of class B could be limited. In 
addition, the completion of the de-SPAC, including the subsequent 
listing of Polestar UK, which is expected to occur in the first half of 
2022, is subject to, among other things, approval by the sharehold-
ers of Gores Guggenheim, approval by Nasdaq New York for the 
listing of Polestar UK’s securities, certain regulatory approvals and 
decisions, including by the SEC, Gores Guggenheim’s cash after 
any shareholder redemption together with proceeds raised by Pole-
star UK being equal to at least MUSD 950, no material breach of 
representations or covenants in the business combination agree-
ment having occurred and there being no legal restraint or other 
judicial or governmental prohibition preventing completion of the 
de-SPAC. If any of these conditions is not fulfilled, there is a risk 
that the de-SPAC will not be completed, which could have a mate-
rial adverse effect on the market valuation of Volvo Car Group’s 
holding in Polestar. In addition, if the de-SPAC is not completed, 
Polestar UK will not raise the expected proceeds and therefore 
require alternative funding. There is a risk that Volvo Car Group then 
is required to provide significant funding to Polestar. Ultimately, this 
could increase Volvo Car Group’s financing needs.

Polestar is a progressive stand-alone electric performance brand 
and targets a consumer base that values sustainable performance 
driving. If consumer perception of Polestar is negative in relation to 
its brand, styling, safety, reliability, durability, longevity or capabil-
ity, there is a risk that Polestar may not be able to profitably grow 
its operations. Polestar faces competition from brands and car 
models such as Porsche, the BMW M-Series, Mercedes-Benz 
AMG, Maserati and Tesla, which are better-known and have a 
longer legacy compared to Polestar, both generally and within the 
full electrical segment. In addition, there is a growing trend of new 
fully electric car-focused automotive brands that primarily target 
the premium electric vehicle segment, such as Nio and Lucid, being 
established that are, or will be, competing with Polestar. Moreover, 
a decrease in potential customers’ disposable income or their finan-

cial flexibility could reduce demand for cars within the sports pre-
mium segment due to their higher price. Furthermore, Polestar is 
exposed to operational risks, including, for example, risks relating to 
its ability to maintain and enter into new agreements with strategic 
partners and suppliers, its partners and suppliers being able to 
deliver according to their agreements, Polestar’s ability to accu-
rately estimate its supply and sales in order to manage its expected 
growth, the availability and efficiency of charging solutions for Pole-
star cars, Polestar’s ability to develop, market and sell both new 
and existing products, the development of complex software and 
technology systems to be used in Polestar cars, Polestar’s partners’ 
ability to produce fully electric cars and allocate sufficient produc-
tion capacity for Polestar cars, its international operations, includ-
ing risks related to tariffs and other measures that could affect its 
operations, Polestar’s distribution model, which will not include a 
third-party retail distribution network in all of the countries in which 
it operates, Polestar having insufficient reserves to cover future 
warranty or part replacement needs, the competitive automotive 
market, consumer acceptance of fully electric cars, Polestar’s abil-
ity to recruit and retain key employees and the impacts of the 
COVID-19 pandemic, including the delta variant and potential gov-
ernmental and other restrictions resulting therefrom. Polestar is 
also exposed to legal risks, including, for example, risks relating to 
Polestar being subject to evolving laws and regulations and its abil-
ity to comply with such laws and regulations (such as the SEC’s 
statement on accounting and reporting considerations in SPACs), 
Polestar’s expected listing on Nasdaq New York and thereby 
increased exposure to the United States, including the associated 
legal environment, Polestar’s ability to adequately obtain, maintain, 
enforce and protect its intellectual property and licensing rights, 
cybersecurity, including the risk of car owners customising Polestar 
cars and the unauthorised control or manipulation of Polestar prod-
ucts, privacy concerns relating to the internet, regulatory limitations 
on Polestar’s ability to sell vehicles directly and changes in taxation 
laws. Any of these events could have a material adverse effect on 
Polestar’s operations and its ability to deliver on its business plan and 
to reach its estimated sales, revenue and profitability ambitions and, 
therefore, on Volvo Car Group’s results of operations and financial 
position, as well as the market valuation of Volvo Car Group’s share-
holding in Polestar UK. In addition, as the Polestar brand is closely 
associated with Volvo Car Group, any negative publicity of Polestar 
could also have an adverse effect on Volvo Car Group’s reputation.

Furthermore, Volvo Car Group regularly carries out transactions 
with Polestar. For example, Polestar cars are built in the Luqiao 
plant, which will be acquired by Volvo Car Group, and Volvo Car 
Group provides services to Polestar relating to, among other 
things, the development, manufacturing and other services related 
to their cars. As a result of this, Volvo Car Group has accounts 
receivable from Polestar, which, as of 30 September 2021, 
amounted to SEK 5.5 billion (of which MUSD 498 (MSEK 4,362) 
is intended be repaid through the issuance of convertible prefer-
ence shares in Polestar UK to Volvo Car Group  (see “Busines 
description–Strategic affiliates and strategic investments–Pole-
star – Progressive electric performance brand–History and owner-
ship structure of Polestar”)). Moreover, Polestar is a new-entry car 
brand that made its first customer deliveries in 2020 and, as a 
result, it has historically only recorded losses. If Polestar were not 
able to repay the accounts receivable (for example, as a conse-
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quence of a failure to generate a profit or as a consequence of the 
de-SPAC not occurring and Polestar not raising expected pro-
ceeds, resulting in the current shareholders being required to inject 
additional capital), this would have an adverse effect on Volvo Car 
Group’s liquidity (see also “–Financial risks–Volvo Car Group is 
exposed to credit and liquidity risks” below).

Volvo Car Group is exposed to risks relating to joint ventures 
and co-owned companies
Volvo Car Group is a party to several joint ventures, including, Lynk 
& Co Investment Co. Ltd. (“LYNK&CO”), Aurobay and HaleyTek, and 
has also entered into a non-binding memorandum of understanding 
outlining the intention to establish joint ventures with Northvolt. 
Volvo Car Group also currently holds 49.5 per cent of the shares and 
49.6 per cent in the votes in Polestar (see “–Volvo Car Group is 
exposed to risks relating to Polestar” above). Volvo Car Group also 
has co-ownership of certain other companies, such as Zenseact. 
Joint ventures often require unanimous approval of the parties to the 
joint venture or their representatives for certain fundamental deci-
sions. If a unanimous decision is not reached when required, it could 
lead to a deadlock in the operations of the joint venture. Additionally, 
differences in views among joint venture participants may result in 
delayed decisions or a failure to agree on major issues. Volvo Car 
Group does not have majority control over all of its joint ventures and 
partnerships, thereby increasing the risk that it may not agree with 
certain actions or decisions by its joint venture partners and may not 
be able to control the behaviour of its joint ventures. Any failure of 
such joint venture participants to meet their obligations to Volvo Car 
Group or to third parties, or any disputes with respect to the parties’ 
respective rights and obligations, could have a material adverse 
effect on the joint venture and, therefore, could have an adverse 
effect on Volvo Car Group’s results of operations.

LYNK&CO, which is owned by Volvo Car Group (30 per cent), 
Geely Holding (20 per cent) and by Geely Automobile Holdings 
Limited (“Geely Auto”) (50 per cent), produces cars for the mid/
mass-market vehicle segment with a focus on connectivity, flexibil-
ity and a younger consumer base. Accordingly, any misjudgement 
about or decrease in customers’ interest in connectivity or the 
younger consumer base’s willingness and financial capability to pur-
chase cars could mean a reduction in expected demand for LYNK&-
CO’s cars. Furthermore, as LYNK&CO has only recently launched 
its operations in the European markets and is expanding its busi-
ness, there is a risk that LYNK&CO’s current funding will not be 
sufficient for continued expansion and that Volvo Car Group will 
have to contribute additional funds to LYNK&CO. 

The ability of LYNK&CO, as well as the strategic affiliate Pole-
star, to generate sales and growth will for a period of time be signif-
icantly dependent on their limited number of models. Consequently, 
to the extent their product variety and cycles do not meet consumer 
expectations or cannot be produced on the projected timelines and 
cost and volume targets, their future sales may be adversely 
affected. Furthermore, Polestar and LYNK&CO cooperates to a 
large extent with Volvo Car Group and the Geely ecosystem. Both 
Polestar’s and certain of LYNK&CO’s cars are currently built on the 
CMA platform and with technologies developed by Ningbo Geely 
and CEVT, both subsidiaries of Geely Holding. If Polestar and LYN-
K&CO are not able to achieve anticipated synergies from being part 

of Volvo Car Group and the Geely ecosystem, it could have a nega-
tive effect on their operations. There is also a risk that Polestar and 
LYNK&CO cannot fulfil their business plans themselves without 
relying on operational and financial support from Volvo Car Group 
and the Geely ecosystem. If Polestar or LYNK&CO fails to fulfil 
their respective business plan, regardless of such support, this 
could result in Volvo Car Group not being able to realise the full 
value potential of its shareholding in these companies. 

Additionally, Polestar and LYNK&CO may to some extent target 
the same markets and customers as Volvo Car Group does. Accord-
ingly, Volvo Car Group may become subject to competition from 
these joint ventures, which could have a material adverse effect on 
both Volvo Car Group’s and these companies’ sale of cars.

Volvo Car Group is exposed to risks relating to strategic and 
collaborative partnerships
Volvo Car Group may from time to time pursue strategic and collab-
orative partnerships that it believes will complement its current 
business by expanding into new geographic areas, diversifying 
Volvo Car Group’s customer base and enabling the Group to spe-
cialise in, expand or enhance relevant technological capabilities. For 
example, Volvo Car Group together with Google collaborates on an 
infotainment system powered by Android Automotive, with Google 
services built-in, and in 2020, Volvo Car Group together with Pole-
star and LYNK&CO established a strategic partnership with 
Waymo, regarding advanced AD technology. In addition, Volvo Car 
Group has several partnerships with Geely Holding, providing Volvo 
Car Group with the ability to establish operations quickly in China 
(see also “–Volvo Car Group is dependent on its ability to retain the 
benefits of its Chinese ownership and affiliated brands” below). 
Accordingly, strategic or collaborative partnerships are important 
for the Group to pursue its strategies. 

Some of Volvo Car Group’s collaborative partnerships involve 
agreements under which the Group performs services and/or acts 
as a supplier. For example, Polestar cars are built by Volvo Car 
Group at the Group’s manufacturing plants. Such agreements may 
include contractual obligations to perform services within specified 
timeframes and different types of quality commitments. In addition, 
where Volvo Car Group acts as supplier, the Group may also be held 
responsible for product liability and product warranty claims in rela-
tion to its partners’ products (see also “–Volvo Car Group is subject 
to product liability-related risks” and “–Volvo Car Group is exposed 
to risks relating to product warranties” above). Any failure by Volvo 
Car Group to perform its services and other contractual obligations 
could result in claims being brought against Volvo Car Group, as 
well as having an adverse effect on the Group’s future relations with 
its partners. In addition, some of Volvo Car Group’s collaborative 
partnerships are entered into with partners that may have limited 
financial resources, thus entailing a risk that Volvo Car Group will 
not get paid for its services performed or supplies delivered.

In June 2021, Volvo Car Corporation and Northvolt entered into a 
non-binding memorandum of understanding. The intention of the 
parties is to enter into a partnership regarding three parts; (i) supply 
by Northvolt of battery cells to Volvo Car Group under a supply 
agreement; (ii) an R&D joint venture, with the purpose to develop 
new battery cells in vehicle integration technologies for Volvo Car 
Group; and (iii) a production joint venture for battery cell produc-
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tion. In addition, in March 2021, Volvo Car Group and Swedish steel 
maker SSAB signed a letter of intent regarding SSAB’s delivery of 
fossil free steel for potential use in future Volvo cars. There is a risk 
that these non-binding intentions do not result in firm agreements 
and that Volvo Car Group will not be able to find additional suitable 
strategic or collaborative partners with whom to form strategic alli-
ances or joint ventures, and failure to do so in a timely manner or at 
all may affect the Group’s ability to realise its mid-decade ambitions 
and sustainability and electrification strategy. In addition, there are 
risks and uncertainties related to these activities, including the diffi-
culty of integrating operations and different corporate governance 
models and business cultures, technology and products. There is 
also a more general risk of Volvo Car Group’s partners not meeting 
their contractual obligations in a correct way, in a timely manner or 
in accordance with applicable regulatory requirements, or that the 
partners allege that Volvo Car Group fails to deliver on its commit-
ments in relation to such partners. These activities could also result 
in diversion of management’s attention from other business con-
cerns, potential unknown liabilities associated with strategic or col-
laborative partnerships, undisclosed risks affecting a strategic or 
collaborative partnership and potential adverse effects on existing 
business relationships with current customers and suppliers. There 
is also a risk that dissatisfaction arises in relation to partners with 
whom Volvo Car Group collaborates, which, if not handled appropri-
ately, could result, and, from time to time, has resulted in claims 
being brought on the Group (see also “– Legal, regulatory and gov-
ernance risks–Volvo Car Group is subject to risks related to legal 
and administrative proceedings” below). In addition, any partner-
ships could involve the incurrence of substantial additional indebted-
ness. There is a risk that Volvo Car Group will not be able to success-
fully benefit from any partnerships that it undertakes or that such 
partnerships will not perform as planned or prove to be beneficial to 
the Group’s operations and cash flows. Any of these events could 
have a material adverse effect on Volvo Car Group’s business, results 
of operations and financial condition.

Volvo Car Group is dependent on its ability to retain the  
benefits of its Chinese ownership and affiliated brands  
and companies under the Geely ecosystem
The Company is a subsidiary of Geely Sweden, with ultimate owner-
ship held by Geely Holding, a Chinese multinational automotive 
manufacturing group. In 2020 and the six months ended 30 June 
2021, 23 per cent and 24 per cent, respectively, of Volvo Car 
Group’s revenue was derived from the Group’s Chinese operations, 
and China is an important market in relation to Volvo Car Group’s 
strategy for the future growth and expansion of its business. Volvo 
Car Group believes that having a Chinese owner with extensive 
experience in conducting business in China has facilitated its ability 
to establish operations quickly in China, and accordingly, the rapid 
growth in the Group’s sales in China since Volvo Car Group’s acquisi-
tion by Geely Holding. For example, Chinese government regulations 
currently state that foreign passenger vehicle groups can own no 
more than a 50 per cent stake in their Chinese manufacturing opera-
tions. While other foreign OEMs have historically had to establish 
joint ventures with external Chinese partners in order to access the 
Chinese market, Volvo Car Group’s joint venture partners for its  
Chinese operations have been affiliates of Geely Holding, rather than 

external third parties, which Volvo Car Group believes has provided 
the Group with flexibility in the decision- making and control of its 
business in China. However, any changes in laws or regulations or 
business standards governing the Chinese business environment or 
a change in the arrangements of the Group’s ownership, could mean 
that Volvo Car Group in the future, with or without Chinese owner-
ship, would not be able to retain these benefits. For example, in 
2018, new proposed regulations were issued that would relax these 
ownership restrictions, intended to be implemented in 2022, and 
allow foreign OEMs to operate their manufacturing operations and 
businesses in China without a Chinese partner. Although such regu-
latory changes enable Volvo Car Group to strengthen its stand-alone 
operations in China, for example, by acquiring its joint venture part-
ners’ shares in its Chinese manufacturing operations, these new  
regulations could also facilitate new entries into the market by  
foreign OEMs and reduce the benefits Volvo Car Group currently 
enjoys in the Chinese market as a result of its Chinese ownership.

In addition, Volvo Car Group currently benefits from a broad and 
growing cooperation of affiliated brands and companies connected 
to the Geely ecosystem, which has provided, and the Group antici-
pates will continue to provide in future, certain synergies and cost 
savings in areas such as research and development, procurement, 
manufacturing and distribution, particularly in relation to new 
brands developed jointly with Geely Holding such as LYNK&CO 
and Polestar. In order to fulfil Volvo Car Group’s mid-decade ambi-
tion of selling 1.2 million cars per year, the Group is constantly seek-
ing to identify and implement synergies between Volvo Car Group 
and the Geely ecosystem in all industrial areas. For example, Volvo 
Car Group and Geely Holding have agreed to separate their ICE 
operations into a stand-alone business which will initially be owned 
by Geely Holding (67 per cent) and Volvo Cars (China) Investment 
Co., Ltd (which is a wholly-owned Volvo Car Group subsidiary) 
(33 per cent). There is a risk that changes or amendments to laws 
and regulations in China, changes in ownership of any of the affili-
ated brands and companies within the Geely ecosystem, disposals 
or divestments of companies within both groups or other changes 
to the affiliated brands and companies, which could result in Volvo 
Car Group not being able to be part of, and achieve synergies from, 
the Geely ecosystem. 

Volvo Car Group is also exposed to related-party transaction risks 
arising from Volvo Car Group’s transactions with Geely Holding and 
affiliated companies under the Geely ecosystem. In 2020 and the 
six-month period ended 30 June 2021, Volvo Car Group’s sales of 
goods, services and other to related companies (including joint  
ventures within the Geely ecosystem) amounted to MSEK 5,131 
and MSEK 2,675, respectively, and the Group’s purchases of 
goods, services and other from related companies amounted to 
MSEK 7,085 and MSEK 2,962, respectively, with the latter 
expected to increase following the separation of its ICE business. 
There is a risk that Volvo Car Group’s internal governing documents 
and procedures are insufficient to prevent related party transac-
tions being entered into on non-arms-length terms, and the risk will 
be heightened if the number or complexity of related-party transac-
tions increase. Any related party transactions entered into on a non-
arms-length basis risk being non-compliant with laws and damage 
Volvo Car Group’s reputation, which in turn would present a signifi-
cant risk to Volvo Car Group’s business and prospects.
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Volvo Car Group is exposed to risks relating to climate 
change, natural disasters, acts of war, epidemics and other 
external events
Volvo Car Group’s business could be materially and adversely 
affected by natural disasters, earthquakes, tsunamis, fires, floods, 
hail, windstorms, severe winter weather (including snowstorms, 
freezing water, ice storms and blizzards), the outbreak of a wide-
spread health epidemic or pandemic, power loss, communications 
and other infrastructure failures, explosions or other events, such as 
wars, acts of terrorism, environmental accidents, power shortage or 
infrastructure interruptions (see also “–Volvo Car Group is exposed 
to risks relating to the COVID-19 pandemic” above).

Certain natural disasters, such as earthquakes and hurricanes, 
may disrupt the delivery of raw materials, components and automo-
bile parts to Volvo Car Group and accordingly, the distribution of 
passenger cars to customers. The occurrence of events such as  
hurricanes and flooding could also increase as a consequence of cli-
mate change, which could also result in longer-term shifts, such as 
rise of sea levels, all affecting Volvo Car Group’s ability to operate 
its business. For example, Volvo Car Group’s Charleston plant is 
located in an area prone to hurricanes in southeast South Carolina, 
United States, and the Group’s Chengdu plant is located in the 
Sichuan province China, which is a known earthquake zone. In addi-
tion, Volvo Car Group’s global presence increases the potential 
threat of war or terrorist attacks affecting the Group, which may 
cause uncertainty and cause the business to suffer in ways that the 
Group cannot predict.

The occurrence of any of the aforementioned events in Europe, 
China, the United States or elsewhere where the Group operates 
could materially disrupt Volvo Car Group’s operations. Such events 
could also significantly affect the automotive industry and cause a 
temporary closure of the facilities that Volvo Car Group or its busi-
ness partners or suppliers use for their operations, which would 
severely disrupt the Group’s operations. In addition, Volvo Car 
Group’s revenue and profitability could be materially reduced to the 
extent that a natural disaster, health epidemic or other event harms 
the global economy in general.

Volvo Car Group is dependent on its key personnel and ability 
to attract and retain highly qualified employees
Volvo Car Group believes that its growth and future success 
depends in large part on the skills of its executive and other senior 
officers, as well as its senior designers and engineers. In a business 
environment that is characterised by fierce competition, disruptive 
change and talent shortage, it is crucial for Volvo Car Group to 
attract and retain qualified personnel. For example, it can currently 
be challenging to recruit highly skilled software engineers for elec-
trification and AD development, which may require the Group to 
carry out recruitment efforts in, for example, Silicon Valley, which 
typically entails higher costs. If this requires Volvo Car Group to 
increase its remuneration levels, it would adversely affect Volvo Car 
Group’s results of operations. In 2020, wages and salaries and 
other remunerations to employees amounted to MSEK 21,314. 
Conversely, if Volvo Car Group was to offer excessively low remu-
neration levels, there is a risk that employees may terminate their 
employment and possibly pursue employment with a competitor, 
which would adversely affect Volvo Car Group’s competitiveness. If 
Volvo Car Group fails to attract, train and retain qualified personnel 

that it needs in its operations, the Group may be unable to expand 
its business in line with its strategy and compete for new, and keep 
existing, customers, which could have a material adverse effect on 
Volvo Car Group’s competitiveness and results of operations.

There is also a risk that skilled personnel – in particular those 
whose contracts run with short notice periods and lack sufficient 
non-competition and, both with respect to employees and custom-
ers, non-solicitation undertakings – may leave Volvo Car Group for 
competitors to the detriment of Volvo Car Group. Restrictive cove-
nants in employment agreements are only allowed to some extent, 
and there is a risk that such covenants, such as non-competition 
and non-solicitation undertakings in relation to employees of the 
Group, may be unenforceable due to, for example, the length of such 
restrictive covenants. If such key personnel resign and also take 
with them other skilled employees, this risk is exacerbated. If this 
risk were to materialise, it could lead to disruptions in the daily oper-
ations, future shortfalls in total revenue or decreased profitability.  

Furthermore, many of Volvo Car Group’s executive and other sen-
ior officers have long standing ties within its primary lines of busi-
ness and experience with the Group’s operations, and have contrib-
uted significantly to the Group’s growth. For example, Volvo Car 
Group’s CEO has been employed as CEO since 2012, but his 
employment agreement is fixed term and expires on 31 December 
2022. If Volvo Car Group loses the services of one or more of its 
executive or senior officers, he or she may be difficult to replace, 
which could have a material adverse effect on Volvo Car Group’s 
competitiveness and results of operations.

Volvo Car Group is exposed to reputational and brand  
image risks
Volvo Car Group believes that its strong brand is among its most 
valuable assets, and that its brand image and reputation have con-
tributed significantly to the success of its business. The Group’s 
continued success depends on its ability to maintain, promote and 
grow its brand image and reputation, including its reputation for 
providing safe and sustainable mobility which the Group believes is 
an important part of customers’ identification with the Volvo brand.

The Volvo brand name is indirectly owned and used by both Volvo 
Car Group and AB Volvo (manufacturer of trucks, buses, construc-
tion equipment and marine and industrial engines). Accordingly, 
since both Volvo Car Group and AB Volvo use the same brand 
name, any negative occurrences or publicity concerned with regula-
tory or legal developments relating to AB Volvo could potentially 
hurt Volvo Car Group’s reputation and brand image, undermine con-
sumer confidence in the Group and reduce demand for Volvo cars, 
even if Volvo Car Group is not involved in the potential negative 
occurrence or publicity. Any of these events could have a material 
adverse effect on Volvo Car Group’s reputation.

Moreover, the connection between the brand, Volvo Car Group’s 
sustainability programme, which sets forth the Group’s sustainabil-
ity priorities and commitments, and rapidly increasing public expec-
tations on corporate sustainability performance exposes the Group 
to risk. Any negative occurrences or publicity or expectations that 
are not met, even if Volvo Car Group is not directly involved, i.e., 
involving the Group’s partners and suppliers, could potentially hurt 
Volvo Car Group’s brand image and brand values, more than it 
would hurt its competitors. Volvo Car Group’s brand position in 
relation to its sustainability programme and public expectations 
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could potentially be affected if the overall perception changes in the 
automotive industry or if the Group chooses partners whose sus-
tainability ambition is incompatible with its own ambition and pub-
lic expectations. Volvo Car Group’s results of operations could be 
adversely impacted if its brand is tarnished or receives negative 
publicity. For example, due to the scarce supply of certain minerals 
and other raw materials that Volvo Car Group uses in its car manu-
facturing operations, there is a risk that such minerals could be 
sourced from conflict areas, such as the Democratic Republic of 
Congo, which is the case with the cobalt Volvo Car Group uses in 
its operations. Any use of conflict minerals (columbite-tantalite or 
coltan, cassiterite, gold, wolframite, or their derivatives, commonly 
referred to as “3TG”) and/or other higher-risk materials such as 
cobalt or mica in Volvo Car Group’s operations or those of its collab-
orative partners or suppliers could give rise to negative publicity 
that could hurt Volvo Car Group’s reputation and brand image or 
lead to regulatory scrutiny.

Adverse publicity about Volvo Car Group, for example in relation 
to regulatory or legal developments, or negative allegations on the 
internet, social media platforms and in other media, could also dam-
age Volvo Car Group’s reputation and brand image. This could result 
in undermined consumer confidence and reduced long-term 
demand for the Group’s cars, even if the situation the adverse pub-
licity refers to is unfounded or not material to its operations.

Volvo Car Group is exposed to various operational risks, 
including risks in connection with the use of information  
technology
Operational risk is the risk of loss resulting from inadequate or failed 
internal processes, people and systems or from external events. 
This includes, among other things, losses that are caused by a lack 
of control within internal procedures, violation of internal policies by 
employees, disruption or malfunction of information technology 
(“IT”) systems, computer networks and telecommunications sys-
tems, mechanical or equipment failures, human error, natural disas-
ters, security breaches or malicious acts by third parties (including, 
for example, hackers and persons conducting industrial espionage). 
Volvo Car Group is generally exposed to risks in the field of informa-
tion technology, since unauthorised access to or misuse of data 
processed on its IT systems, human errors associated therewith or 
technological failures of any kind could disrupt its operations, 
including the manufacturing, design and engineering processes or 
result in breaches of regulations such as GDPR.6 In addition, for 
optimisation and effectiveness purposes, Volvo Car Group has to a 
large extent outsourced the provisions of its IT environment to sev-
eral third parties. Such IT outsourcing means that Volvo Car Group 
operates in a multi-sourced environment, thereby exposing the 
Group for heightened risks due to the need of cooperation with 
multiple third party IT providers in order to streamline and maintain 
stability of its IT environment. A part of Volvo Car Group’s digital 
agenda is focused on effectiveness and optimisation, such as adap-
tion of distribution network and systems and making demand plan-
ning and product development data driven, resulting in the Group’s 

6) Regulation (EU) 2016/679 of the European Parliament and of the Council of 
27 April 2016 on the protection of natural persons with regard to the process-
ing of personal data and on the free movement of such data, and repealing 
Directive 95/46/EC (the General Data Protection Regulation).

digital exposure as well as related risks increasing over time. In 
addition, cyber-crime may lead to business interruption, and in gen-
eral, the increased remote way of working due to COVID-19 restric-
tions increases the risk for cyber security incidents. Cybersecurity 
breaches could cause severe disruption for Volvo Car Group’s busi-
ness including but not limited to operational disturbances, affecting 
the Group as well as customers, loss of intellectual property and 
data leakage, which may lead to high costs and heavy fines due to 
breaches in data protection obligations. 

In relation to Volvo Car Group’s connected cars, the Group is, 
based on the technology and connectivity of such cars, increasingly 
exposed to unauthorised control or manipulation of cars’ systems. 
Volvo Car Group’s information technology networks and communi-
cations with the Group’s cars may be vulnerable to interception, 
manipulation, damage, disruption or shutdown due to attacks by 
hackers and criminal organisation or breaches due to errors by per-
sonnel who have access to Volvo Car Group’s networks and sys-
tems. Any such attacks or breaches could result in unexpected con-
trol of or changes to the functionality of Volvo cars, user interface 
and performance characteristics, or that data stored or generated 
by the car is leaked. In addition, there is an increasing occurrence of 
so-called “chip tuning” of cars’ electronics, meaning that certain 
tampering of the original software is made in order to achieve 
enhanced performance of cars. If Volvo Car Group is exposed to 
such tampering of software, there is a risk that the affected soft-
ware is subsequently unauthorised shared and sold outside of the 
Group’s control. There is also a risk that Volvo Car Group would still 
be held responsible for product liability defects for such cars, even 
for defects caused as a direct consequence of the unauthorised use 
of tampered software. Any such unauthorised control of cars or 
access to or loss of information could result in legal claims or pro-
ceedings and negative publicity, which could negatively affect 
Volvo Car Group’s brand and  reputation.

Like any other business with complex manufacturing, research, 
procurement, sales and marketing and financing operations, Volvo 
Car Group is exposed to a variety of operational risks and, if the pro-
tection measures put in place prove insufficient, its business and 
results of operations can be materially adversely affected.

Volvo Car Group is exposed to privacy and internet-related 
risks
Some of Volvo Car Group’s cars are designed, and all of the Group’s 
future cars within the next five years will be designed, with built in 
data connectivity, such as the Apple CarPlay©, Android Auto© and 
Volvo On Call© technologies. Volvo Car Group’s collection, use, 
retention, security and transfer of personal information of its cus-
tomers is subject to consumer and data protection laws in the juris-
dictions in which it operates. The interpretation and application of 
consumer and data protection laws in the United States, Europe 
and elsewhere often can be uncertain, in conflict or in a state 
of flux.

In Volvo Car Group’s operations, the Group and many of its busi-
ness partners collect and otherwise make use of personal data 
relating to various categories of individuals, candidates, employees, 
customers, retailers, importers and suppliers. Accordingly, Volvo 
Car Group and its business partners are subject to personal data 
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and privacy laws and regulations and related security protocols with 
respect to the use, transfer and disclosure of personal data. Such 
collection and use of personal data are subject to comprehensive 
data protection laws and regulations that have been enacted to pro-
tect the privacy of individuals. As Volvo Car Group conducts opera-
tions all over the globe, the Group must comply with an ever-in-
creasing regulatory landscape concerning privacy issues, and is also 
required to make sure that its business partners comply with the 
relevant rules and regulations. The EU and many countries within 
the EU have adopted privacy directives or laws that strictly regulate 
the collection and use of personally identifiable information of inter-
net users, such as GDPR, and the United States and other jurisdic-
tions have adopted legislation which governs the collection and use 
of certain personal information. Compliance with GDPR and other 
data protection regimes could be particularly challenging with 
respect to, for example, data protection provisions in certain agree-
ments, and the implementation of sufficient and appropriate data 
protection policies to address privacy issues and identify shortcom-
ings. In addition, the territorial and substantial rules of application 
of each privacy regime are inconsistent, meaning that parts of the 
Group’s organisation may find itself subject to multiple regulatory 
frameworks at the same time. Furthermore, technical regulations 
have started to have a privacy component more often rather than 
not at all (for example the Euro NCAP7 roadmap provides for in-car 
driver drowsiness monitoring, which means processing of biometric 
personal data). Accordingly, data privacy is increasingly protected 
and in connection therewith, customers could become increasingly 
reluctant to share personal data. If the access to personal data and 
information becomes more restricted, the Group could lack internal 
information and capabilities to offer services entailing that personal 
data is shared outside the organisation. In addition, privacy 
breaches are sanctioned with high penalties in some jurisdictions. 
For example, pursuant to GDPR, sanctions for breaches can be up 
to the higher of EUR 20 million or 4 per cent of an undertaking’s 
annual global turnover, resulting in the Group having to devote a 
substantial amount of time and resources to ensure compliance 
with legislation that governs the collection and use of certain per-
sonal information. 

Finally, there are many proposals by lawmakers and the industry 
in this area that address the collection, maintenance and use of con-
sumer information, web browsing and geo-location data, and that 
establish data security and breach notification procedures. Given 
that this is an evolving and unsettled area of regulation, any new 
significant restrictions or technological requirements could subject 
Volvo Car Group to potential liability or restrict the Group’s current 
business practices, which, in turn, could have a material adverse 
effect on its business. In addition, in the event of a security breach 
of Volvo Car Group’s data management systems affecting con-
sumer information, or in the event of the loss or corruption of con-
sumer information, the Group could face liability, including adminis-
trative, civil and criminal liability and the imposition of fines by 
relevant authorities. Non-compliance with any applicable laws 
could also result in negative publicity, or subject the Group to 
inquiries or investigations, claims or other remedies.

7) Euro NCAP is a European voluntary car safety performance assessment  
programme, backed by several European governments and the EU.

Volvo Car Group is exposed to risks relating to its insurance 
coverage
There is a risk that the insurance coverage that Volvo Car Group 
maintains is not sufficient to cover normal risks associated with the 
operation of its business, such as coverage for people, property and 
assets, including construction and general, auto and product liabil-
ity. Volvo Car Group is also subject to an inherent risk of not being 
able to identify or insure all potential risks, or accurately estimate 
the appropriate insurance level or the possible outcome of identified 
risks, and may therefore not have secured sufficient insurance cov-
erage for all risks associated with its operations. For example,  
there are no appropriate product recall insurances available on  
the insurance market. There is also a risk that any claim under  
Volvo Car Group’s insurance policies will not be honoured fully or 
timely, that the Group’s insurance coverage will not be sufficient in 
any respect or that its insurance premiums will increase substan-
tially. Accordingly, to the extent that Volvo Car Group suffers loss or 
damage that is not covered by insurance or which exceeds the 
Group’s insurance coverage, or has to pay higher insurance premi-
ums, it may have a material adverse effect on Volvo Car Group’s 
business, result of operations and financial condition.

Volvo Car Group has a wholly owned captive insurance company, 
Volvo Car Insurance AB, which by way of reinsurance provides 
insurance coverage for a portion of the Group’s risks in relation to 
mainly property damage and business interruption, general and 
products liability and transport. The reserves of Volvo Car Group’s 
captive insurance company are subject to periodic adjustments 
based upon actuarial evaluations. There is a risk that these periodic 
adjustments may be unfavourable, which would negatively affect 
Volvo Car Group’s results of operations.

Legal, regulatory and governance risks
Volvo Car Group is exposed to risks relating to automotive 
industry-related laws and regulations
Volvo cars are marketed and sold by regional market and national 
sales companies through approximately 2,300 local retailers in 
approximately 100 countries. Therefore, Volvo Car Group’s opera-
tions are subject to automotive industry-related laws and govern-
mental regulations in many jurisdictions, concerning, among other 
things, greenhouse gas emissions, vehicle fuel economy, vehicle 
emissions, energy security, car safety, cybersecurity and environ-
mental matters. There is a risk that the number and extent of legal 
and regulatory automotive industry requirements will increase sig-
nificantly in the future, which will result in the increase of related 
compliance costs. Evolving regulatory requirements could signifi-
cantly affect Volvo Car Group’s product development plans and may 
result in substantial costs and limit the number and type of cars the 
Group sells and where it sells them. In addition, any violations of 
governmental regulations could damage the Group’s reputation and 
could result in criminal and civil penalties, including significant 
monetary fines, third party claims for loss or injury, loss of relevant 
licences, or the imposition of requirements that Volvo Car Group 
shall implement costly corrective actions.

Furthermore, some European countries have implemented, or are 
considering implementing, fiscal measures for reducing vehicle 
emissions. For example, the United Kingdom, France and Germany, 
among others, have introduced vehicle taxation based on emis-
sions. Such measures could further reduce consumer demand for 
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cars powered by ICE compared to batteries. Accordingly, if a shift 
of consumer demand from ICE to fully electric cars occur at a faster 
rate than anticipated by Volvo Car Group, it is crucial for Volvo Car 
Group to be able to adjust its business with regards to, among other 
things, product development, procurement and manufacturing. 

In the United States, fuel economy and greenhouse gas emission 
standards are becoming increasingly stringent. There are regula-
tions on minimum corporate average fuel economy standards 
(“CAFE”) for fleets of new passenger cars and light-duty trucks 
sold in the United States for each model year. A civil penalty rate 
can be paid to achieve compliance with CAFE. As at the date of this 
prospectus, a base rate CAFE penalty of USD 5.50 applies to each 
tenth of a mile per gallon (“MPG”) that a manufacturer’s fleet-wide 
average MPG is above the CAFE standard, and is multiplied by the 
number of cars in the manufacturer’s fleet to arrive at an aggregate 
penalty. Following recent updates, the CAFE penalty base rate will 
be increased to USD 14.00 beginning with the 2022 model year. In 
addition, in the United States, there are rules requiring manufactur-
ers to comply with a similar footprint based greenhouse gas stand-
ard, the stringency of which increases year-over-year through 
2025. Accordingly, the regulatory requirements relating to U.S. 
greenhouse gas emission standards will increase in the future, and 
violation of these standards could result in the imposition of sub-
stantial fines and penalties.

Furthermore, Volvo Car Group must comply with detailed regula-
tions relating to car safety in different regions where the Group 
operates. For example, in the United States, any new vehicle or 
equipment that does not conform to applicable vehicle safety stand-
ards established by the National Highway Traffic Safety Administra-
tion (“NHTSA”), which cover a variety of matters and are updated 
frequently, is prohibited from being sold in the United States. Fur-
thermore, in China, regulations stipulating various detailed require-
ments for market admission of vehicle manufacturers and their 
products, such as the safety requirements that apply to passenger 
cars, were implemented in 2019. In addition, in March 2021, the 
United Nations announced a regulation on cybersecurity and cyber-
security management systems,8 provisions of which thereafter have 
been adopted by the EU, Japan and South Korea. In the EU, the UN 
regulation has been adopted through amendments to the General 
Safety Regulation,9 which already imposed requirements on, among 
other things, warnings related to driver drowsiness and distraction 
as well as intelligent speed assistance. The General Safety Regula-
tion, as amended, stipulates that, from July 2022, all new vehicle 
types and, from July 2024, all vehicle types produced will require a 
type-approval to be sold by OEMs. Any failure by Volvo Car Group 
to comply with the General Safety Regulation, or other regulations 
implementing the UN regulation, would prevent it from registering 
affected cars in relevant markets, which would result in the Group 
not being allowed to offer these cars in relevant jurisdictions, thus 
adversely affecting Volvo Car Group’s sales.

8) UN Regulation No 155 – Uniform provisions concerning the approval of 
vehicles with regards to cybersecurity and cybersecurity management system.
9) Regulation (EU) 2019/2144 of the European Parliament and of the Council 
of 27 November 2019 on type-approval requirements for motor vehicles and 
their trailers, and systems, components and separate technical units intended 
for such vehicles, as regards their general safety and the protection of vehicle 
occupants and vulnerable road users.

In relation to AD, government regulations remain unsettled and 
continue to evolve. In the United States, there is a lack of federal 
guidelines governing the testing, certification and regulation of 
autonomous cars. In Europe, although multiple countries have 
launched national initiatives to support AD, these efforts remain 
ongoing. Many issues related to AD remain unregulated, for exam-
ple issues such as who bears legal liability in the event an autono-
mous car is involved in a crash, or hacked by a criminal third party 
(see also “–Risks related to Volvo Car Group’s operations and 
industry–Volvo Car Group is exposed to various operational risks, 
including risks in connection with the use of information technol-
ogy” above). Furthermore, in China, the regulation of AD is still 
under consideration, and the Chinese legislations to be imple-
mented in the field remain unpredictable. 

To comply with current and future automotive industry-related 
laws and regulations, Volvo Car Group may have to incur additional 
capital and research and development expenditure to upgrade prod-
ucts and plants. This in turn would have an impact on the Group’s 
cost of production and therefore its results of operations and owing 
to competitive pressures, these additional costs may be difficult for 
the Group to pass on to its customers through vehicle price 
increases. There is a risk that Volvo Car Group might be unable to 
develop commercially viable technologies within the time frames 
set by the new standards, which could result in significant civil pen-
alties or alternatively, the Group may be forced to drastically restrict 
product offerings.

Volvo Car Group is exposed to risks related to laws and 
 regulations applicable to its manufacturing operations
Volvo Car Group operates manufacturing plants in Sweden,  
Belgium, the United States and China, and assembly plants in 
Malaysia and India. The manufacturing plants and operations are 
subject to a wide range of environmental, health and safety require-
ments which focus on, among other things, air emissions, waste-
water discharges, accidental emissions into the environment, 
human exposure to hazardous materials, the storage, treatment, 
transportation and disposal of waste and hazardous materials, the 
investigation and clean up of contamination, chemical regulation, 
process safety and the maintenance of safe conditions in the work-
place. For example, the European Union Regulation on the Regis-
tration, Evaluation, Authorisation and Restriction of Chemical sub-
stances (the “REACH Regulation”),10 which aims to identify and 
reduce adverse health and safety impacts of chemicals and other 
substances, could impose restrictions or onerous conditions on the 
availability or use of raw materials needed for Volvo Car Group’s 
manufacturing process. In addition, regulations that impose respon-
sibility on vehicle manufacturers to fund the recovery, recycling and 
disposal of vehicle parts, including lead acid batteries at the end of 
their useful life are becoming increasingly more stringent and appli-
cable worldwide, and Volvo Car Group expects that production 

10) Regulation (EC) No 1907/2006 of the European Parliament and of the 
Council of 18 December 2006 concerning the Registration, Evaluation, Author-
isation and Restriction of Chemicals (REACH), establishing a European Chemi-
cals Agency, amending Directive 1999/45/EC and repealing Council Regulation 
(EEC) No 793/93 and Commission Regulation (EC) No 1488/94 as well as 
Council Directive 76/769/EEC and Commission Directives 91/155/EEC, 
93/67/EEC, 93/105/EC and 2000/21/EC.
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costs will increase as a result of these regulations. Volvo Car Group 
has incurred, and will continue to incur, substantial on going capital 
expenditures to ensure compliance with current and future environ-
mental, health and safety laws and regulations applicable to its 
 production operations.

Many of the Group’s operations require permits and controls to 
monitor or prevent pollution and continuing, modifying or expand-
ing Volvo Car Group’s operations at its plants may require the Group 
to renew or obtain new permits. For example, certain additional 
obligations have been imposed on Volvo Car Group in order to  
comply with environmental permits including release of water.  
Violations of the previously mentioned laws and regulations could 
result in the imposition of substantial fines and penalties, the sus-
pension, revocation or non-renewal of Volvo Car Group’s permits, 
or, ultimately, the closure of its plants. 

Furthermore, many of Volvo Car Group’s sites and plants have a 
history of industrial activity and have therefore been generally con-
taminated by pollutants such as hydrocarbons, lead, zinc and PAHs, 
either through the Group’s operations or operations previously per-
formed by other site operators. From time to time, Volvo Car Group 
may be required to investigate and remediate contamination at 
those sites and plants, as well as at properties Volvo Car Group, or 
companies or businesses the Group has acquired or merged with, 
own or formerly owned or operated. This is regardless of whether 
Volvo Car Group caused the contamination or the activity causing 
the contamination was legal at the time it occurred. In connection 
with contaminated properties, as well as Volvo Car Group’s opera-
tions generally, the Group could also be subject to claims by gov-
ernment authorities, individuals and other third parties seeking 
damages for alleged personal injury, property damage or damage to 
natural resources resulting from hazardous substance contamination  
or exposure caused by Volvo Car Group’s operations, facilities, sites, 
plants or products. The discovery of previously unknown contami-
nation, the occurrence of new contamination, or the imposition of 
new obligations to investigate or remediate known past contamina-
tion at Volvo Car Group’s facilities, could result in substantial unan-
ticipated costs.

In addition, Volvo Car Group is subject to rules and regulations 
addressing the health and safety of the Group’s employees at its 
plants. For example, during the temporary closures of plants in the 
beginning of the COVID-19 pandemic, Volvo Car Group had to 
undertake measures to increase distance between employees and 
other measures to limit the risk of spreading the disease. The main 
risk areas for Volvo Car Group’s personnel are in relation to the pro-
duction process of cars, maintenance work, logistics and material 
handling, and test driving. In 2019 during a plant shut down at the 
Chengdu plant in China, a fatal accident occurred involving a con-
tractor working for a construction company. Given the number of 
employees (38,343 on average in 2020), there is a risk of employ-
ees being injured or falling ill, which could lead to disruption of 
Volvo Car Group’s operations and damage its reputation. It could 
also lead to injured personnel demanding compensation from Volvo 
Car Group.

Volvo Car Group is exposed to compliance- and internal  
control-related risks
The internal governing documents, policies, procedures, processes 
and evaluation methods used by Volvo Car Group to ensure compli-

ance and to assess and manage risk may not be fully effective in 
managing all types of risks, including risks that the Group fails to 
identify or anticipate and such risks could include misconduct 
caused by a lack of adequate internal governance or control. Volvo 
Car Group faces the risk that its operations, including the opera-
tions of its subsidiaries, may not be in compliance with internal gov-
erning documents, including its code of conduct, or that the Group 
may not correctly quantify identified risks, which may result in 
non-compliance with external rules and regulations. There is also a 
risk that Volvo Car Group may fail to assess and manage risk prop-
erly or that the Group’s employees may act in a way that is not con-
sistent with the level of business ethics and integrity that the Group 
is committed to, including violating applicable regulations regarding 
anti-competition laws, anti-corruption, trade sanctions, data protec-
tion and human rights. Any such non-compliance could have a mate-
rial adverse effect on Volvo Car Group’s reputation and business.

Volvo Car Group’s global operations and its geographic footprint 
expose Volvo Car Group to risks related to sustainability factors 
such as human rights, employment conditions and corruption. In 
certain geographical areas where Volvo Car Group owns and/or 
operates manufacturing plants, for example China, Malaysia and 
India, and has supply chains, there is generally considered a height-
ened risk that persons directly or indirectly performing work for an 
entity could be subject to human rights violations, such as forced 
labour, thereby exposing Volvo Car Group for increased risk. There 
is also a risk that Volvo Car Group’s compliance programmes are 
not sufficient in order to detect any, or fails to act on any suspected, 
such human rights violations by its suppliers or subcontractors. 
Volvo Car Group also conducts operations in certain areas where 
there is considered to be a heightened risk of corruption, including, 
for example, parts of Latin America and the Middle East, therefore 
exposing the Group to increased corruption-related risks. The risks 
of corruption are greatest in connection with working with agents, 
importers and local business partners, especially in jurisdictions 
with a heightened risk of corruption. Furthermore, Volvo Car Group 
operates in several countries with elevated risks relating to trade 
and economic sanctions/export control restrictions, including 
restricted countries such as Russia and Ukraine. Moreover, Volvo 
Car Group uses and has access to certain technologies, as well as 
produces and/or deals in certain products or spare parts that may 
be subject to certain export controls, including under the U.S. 
Export Administration Regulations, the U.S. International Traffic in 
Arms Regulations, the European Union Dual-Use Regulation11 and/
or Swedish or other applicable military export controls. Any viola-
tions of applicable trade sanctions or export control regulations, for 
example through the unauthorised release of technology (for exam-
ple, via information sharing) or export or re-export of cars, spare 
parts or technologies into a jurisdiction subject to sanctions/export 
control restrictions, or of anti-corruption laws, could lead to  
significant fines and criminal penalties and give rise to negative 
publicity, which could harm Volvo Car Group’s reputation. Corrup-
tion-, trade sanctions-, and export control-related incidents or 
accusations against suppliers, retailers or other partners with 

11) Council Regulation (EC) No 428/2009 of 5 May 2009 setting up a  
Community regime for the control of exports, transfer, brokering and transit  
of dual-use items.
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whom Volvo Car Group has a commercial relationship that lead to 
adverse publicity may damage Volvo Car Group’s reputation, even if 
the Group is not directly involved. Furthermore, Volvo Car Group’s 
Chairperson has served as a member of the National Committee of 
the Chinese People’s Political Consultative Conference (a consulta-
tive political body) from March 2003 to March 2018, and as a 
member of the National People’s Congress (the supreme legislative 
body in China) from March 2018 to the present. Persons with 
prominent public functions are generally considered to have a 
higher risk of being subject to attempted bribery and corruption by 
virtue of their position and perceived influence.

In addition, Volvo Car Group conducts certain operations which 
are subject to supervision by the SFSA, and, through its joint ven-
tures in the United Kingdom and Germany, the Group conducts 
operations that are subject to supervision by financial supervisory 
authorities in the relevant jurisdictions. In Sweden, the Group’s sub-
sidiary Volvo Car Insurance AB conducts insurance operations, 
solely for the purpose of providing insurance cover for intra-group 
risks, and its joint venture Volvofinans Bank AB conducts banking 
activities, providing consumer financing in the Swedish market. 
These operations may only be conducted pursuant to licences 
granted by the SFSA and have to be conducted in compliance with 
numerous laws and regulations. If Volvo Car Group does not fully 
comply with, is in violation of, or in the past has violated, applicable 
laws, regulations or other insurance and banking regulatory require-
ments, this could have a material adverse effect on the Group’s abil-
ity to conduct insurance and banking operations and ultimately the 
Group’s licences granted by the SFSA may be revoked. Volvo Car 
Group’s insurance and banking operations may also be subject to a 
variety of sanctions from the SFSA or other governmental agencies. 

Finally, effective internal governance and controls are necessary 
for Volvo Car Group to provide reliable financial reports and to ensure 
compliance with internal and external rules, such as IFRS and other 
rules relating to accounting and financial reporting, as well as to pre-
vent fraud. Volvo Car Group’s financial and operational policies and 
controls may prove to be inadequate, or may not successfully man-
age internal risks, which in turn may result in non-compliance with 
the Group’s internal governing documents and external rules and, as 
a result, may cause Volvo Car Group to incur compliance costs, regu-
latory sanctions and cause reputational damage.

Volvo Car Group is exposed to intellectual property-related risks
Volvo Car Group’s success depends, in part, on its ability to use and 
protect its intellectual property rights. Volvo Car Group owns or 
otherwise has rights to a number of patents and trademarks relat-
ing to the products it manufactures. As at 30 June 2021, Volvo Car 
Group was the registered owner of 2,247 patents, 1,281 trade-
marks and 1,423 designs and had applied for registration of 1,100 
patents, 98 trademarks and 200 designs that were still pending 
approval by the relevant regulatory authorities. Volvo Car Group is 
also party to certain licencing agreements in respect of third-party 
owned intellectual property rights used in its operations. The 
Group, with consent, also uses third-party owned technology. For 
example, Volvo Car Group has a licence to use the Volvo trademark 
indefinitely for passenger cars and other vehicles (see also “–Risks 
related to Volvo Car Group’s operations and industry–Volvo Car 
Group is exposed to reputational and brand image risks” above and 
“Legal considerations and supplementary information–Material 
agreements–Licence and intellectual property-related agree-

ments–Licence agreement with Volvo Trademark Holding AB” 
below). After Volvo Car Group’s separation from Ford in 2010, a 
number of bilateral licencing agreements and royalty free patent 
assignments and intellectual property licencing agreements with 
Ford remain in place. Under these agreements, there are numerous 
restrictions that still partly affect Volvo Car Group’s ability to freely 
use the intellectual property covered by such agreements. More-
over, as a licensee of intellectual property, Volvo Car Group does 
not enjoy the same freedom to use the licenced intellectual prop-
erty with third parties or in non-Volvo branded cars. The rights that 
Volvo Car Group has under the licence agreements are more limited 
than if Volvo Car Group had outright owned the intellectual prop-
erty in question. If, for example, Volvo Car Group were to violate 
material terms in a licencing agreement, it could lead to Volvo Car 
Group losing its right to use the intellectual property. Any material 
failure to obtain, renew or adequately protect Volvo Car Group’s 
intellectual property rights may negatively affect its competitive-
ness if, for example, Volvo Car Group would no longer be able to use 
certain patents or trademarks. Additionally, pursuant to a joint 
development agreement with Ningbo Geely entered into in August 
2017, Volvo Car Group has an irrevocable and perpetual licence to 
use the intellectual property developed as part of the CMA collabo-
ration with Ningbo Geely and CEVT, both subsidiaries of Geely 
Holding. As Volvo Car Group continues to work with various part-
ners (both inside and outside the Geely ecosystem) to develop tech-
nologies, the importance, size, value and complexity of the intellec-
tual property it develops in collaboration with these entities may 
increase, particularly in relation to software. Volvo Car Group does 
not always own all of the rights in the intellectual property it devel-
ops in collaboration with these entities and as a result, the Group 
may be restricted in its use of such intellectual property.

When collaborating with third parties with strong commercial 
standing, Volvo Car Group may be required to compromise on its 
intellectual property right requirements to get access to important 
third party competence and technology. Any failure to protect Volvo 
Car Group’s intellectual property generally, or infringement on some 
or a significant amount of the Group’s intellectual property rights, 
could have a materially adverse effect on its business. In addition, 
Volvo Car Group has developed considerable source code, and uses 
source code licensed under open source licences as the basis for 
certain of its internally developed source code. There is a risk that 
the terms of open source licences oblige Volvo Car Group to make 
its confidential and proprietary source code, that is developed by 
using the open source licences, publicly available, which could neg-
atively affect the Group’s competitiveness.

Furthermore, intellectual property laws of some foreign countries 
may not be as extensive as in others, meaning that Volvo Car 
Group’s ability to enforce and protect intellectual property rights 
may be limited in certain jurisdictions. For example, in China, the 
validity, enforceability and scope of protection available under the 
relevant intellectual property laws is uncertain and still evolving. 
Enforcement of intellectual property protection under Chinese laws 
has historically been challenging. Accordingly, intellectual property 
regimes in China may not afford protection to the same extent as in 
the EU, the United States or in other jurisdictions. As China is one 
of Volvo Car Group’s main markets, and the Group is part of a num-
ber of Chinese joint ventures developing intellectual property, this 
presents a significant risk for its competitiveness.
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From time to time Volvo Car Group has received communications 
from other parties asserting the existence of patent rights, copy-
rights, trademark rights or other intellectual property rights which 
they believe cover certain components used in the Group’s cars, as 
well as technology and/or services that Volvo Car Group uses in, or 
are relevant to, the Group’s business. For example, technological 
changes in relation to Volvo Car Group’s connected cars risk leading 
to a number of patent owners within the wireless and IoT (Internet 
of Things) area asserting their patent portfolios against the Group. 
Currently, Volvo Car Group is involved in certain disputes and has 
received claims regarding alleged patent infringements related to 
use of copyrights and patents. Legal proceedings or claims against 
the Group or the determination of any adverse findings against it in 
connection with such proceedings or claims could adversely affect 
the Group’s business and reputation, as well as result in increased 
future licencing costs.

Volvo Car Group is subject to risks related to legal and  
administrative proceedings
From time to time, Volvo Car Group is subject to disputes, claims 
and administrative proceedings in the ordinary course of business. 
Disputes may, for example, concern commercial matters such as 
alleged breaches of contract, disagreements with partners, insuffi-
cient supplies of goods or services, product liability, environmen-
tal-related matters, patent infringement or infringement of other 
intangible rights (see, for example, “–Risks related to Volvo Car 
Group’s operations and industry–Volvo Car Group is subject to 
product liability-related risks”, “–Volvo Car Group is exposed to risks 
related to laws and  
regulations applicable to its production operations” and “–Volvo 
Car Group is exposed to intellectual property-related risks” above).

For example, Volvo Car Group is a defendant in several cases 
containing claims related to alleged asbestos exposure in various 
jurisdictions. Plaintiffs generally allege asbestos exposure during 
automotive repair work involving components in the cars (such as 
brakes, gaskets and clutches) manufactured, or installed in cars 
sold, by Volvo Car Group. Volvo Car Group is unable to estimate a 
range of reasonable possible loss, if any, for the pending asbestos 
matters but successful claims against the Group could require it to 
pay a substantial monetary award as well as have an adverse effect 
on Volvo Car Group’s reputation.

The various matters raised may be of a difficult nature and are 
often legally complicated. Therefore, it is not possible to predict the 
number of, or the ultimate outcomes of such proceedings and dis-
putes, some of which may be unfavourable to Volvo Car Group. In 
such cases, Volvo Car Group may incur costs and any mitigating 
measures (including provisions taken on Volvo Car Group’s balance 
sheet) adopted to protect against the impact of such costs may not 
be sufficient. In addition, adverse publicity surrounding legal pro-
ceedings, government investigations or allegations may also harm 
Volvo Car Group’s reputation and brands.

Volvo Car Group is exposed to competition law-related risks
Volvo Car Group may be subject to antitrust scrutiny and/or investi-
gations in the jurisdictions in which it operates and the Group must 

comply with a number of laws and regulations in the jurisdictions 
(including with respect to the United States, both on federal and 
state level) in which the Group operates. Any non-compliance with 
competition laws by Volvo Car Group, for example if the Group were 
to exchange sensitive information from a competition law perspec-
tive with competitors, could potentially result in legal proceedings 
being brought against it. Any future adverse ruling in any competi-
tion law-related proceedings could subject Volvo Car Group to 
administrative penalties and could lead to awards for civil damages, 
which could be substantial depending on the facts and circum-
stances of the proceedings. Additionally, any adverse outcome of 
future litigation or proceedings could result in reputational damage 
for Volvo Car Group’s business and restrict the Group’s ability to 
conduct or expand its operations in certain countries.

Volvo Car Group’s transition of its business model, from being 
retailer-focused to focus on direct consumer offerings and online 
sales, could potentially raise competition law-related risks in certain 
jurisdictions (see also “–Risks related to Volvo Car Group’s opera-
tions and industry–Volvo Car Group is exposed to risks associated 
with its retailers, distribution channels and sales models” above). In 
addition, Volvo Car Group’s direct consumer offerings and sales to 
end-customers in certain cases may result in the retailers being 
regarded as competitors of the Group from a competition law per-
spective. This means that Volvo Car Group must comply with addi-
tional aspects of competition laws, for example in relation to retail-
ers’ obligations to share certain data regarding their customers and 
businesses. 

Furthermore, in relation to Volvo Car Group’s Chinese operations, 
the Group must comply with Chinese anti-monopoly laws, and Volvo 
Car Group is subject to scrutiny by the Chinese anti-trust regulator, 
the Bureau of Price Supervision and Anti-Monopoly within the 
National Development and Reform Commission (the “NDRC”). Volvo 
Car Group may in the future, directly or indirectly, be subject to regu-
latory reviews by the NDRC and these may result in fines or other 
sanctions, and have a material adverse effect on the revenue and 
profits generated by Volvo Car Group’s operations in China and there-
fore affect the Group’s overall revenue and profits. In cases where the 
NDRC finds there has been a violation of Chinese anti-monopoly 
laws, it may order the violating company to cease the violating con-
duct, confiscate any illegal gains, or impose a fine of up to 10 per cent 
of the offending company’s sales volume made in the previous year.

Accordingly, any regulatory action taken, or penalties imposed by 
competition or regulatory authorities globally, including in China, 
the EU and the United States where competition authorities are 
active, may have significant adverse financial and reputational con-
sequences on Volvo Car Group’s business.

Volvo Car Group is subject to tax law-related risks
Volvo Car Group carries out business in over 100 countries and, 
consequently, the Group is subject to several different tax regimes. 
In 2020, Volvo Car Group’s total income tax was MSEK 1,758 and 
the effective tax rate applied was 18.4 per cent. There is a risk that 
Volvo Car Group’s interpretation of tax laws, agreements or other 
requirements relevant to the business or any ongoing tax audits 
may be incorrect. Further, there is a risk that the taxation authorities 
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in the countries concerned may have differing opinions and make 
decisions which deviate from Volvo Car Group’s view or interpreta-
tion of the aforementioned laws, agreements or other regulations, 
especially in respect of intra-group transactions between compa-
nies in different countries, or of the terms of the transactions con-
cerned (so-called transfer pricing issues), of which risks negatively 
impacting the Group’s tax expenses and effective tax rate. The 
same applies with regard to customs, where there is a risk that the 
customs authorities globally are not taking a consistent approach to 
the global customs rules or have differing opinions and make deci-
sions that deviate from Volvo Car Group’s view or interpretation of 
the customs rules. Similarly, there is a risk that amended laws, tax 
treaties or other provisions, which may therefore apply retroactively, 
may have a material adverse effect on Volvo Car Group’s results of 
operations.

Volvo Car Group’s tax situation for previous years as well as the 
current year may change as a result of decisions by the taxation 
authorities concerned, the outcome of ongoing tax audits and tax 
litigations or as a result of changes in laws, agreements or other 
regulations. Accordingly, evaluating and estimating the Group’s pro-
visions and accruals for taxes requires significant estimates and 
judgements by the Group. Authorities may engage in additional 
reviews, inquiries and audits that disrupt Volvo Car Group’s opera-
tions or challenge its conclusions regarding tax matters. Any result-
ing tax assessment may be accompanied by a penalty or additional 
fee for failing to make the initial payment. 

In addition, as at 31 December 2020, Volvo Car Group reported 
deferred tax assets of MSEK 16,783, of which MSEK 5,630 
related to tax loss carry-forwards. The value of such assets depends 
on the extent to which future taxable surpluses might be generated 
against which accumulated tax losses carried forward can be uti-
lised. Incorrect or changed assessments and assumptions may have 
a material impact on Volvo Car Group’s net income and financial 
condition. The value of the tax losses carried forward may also be 
affected in the future by tax reductions and changed tax legislation 
in the jurisdictions in which Volvo Car Group conducts operations.

Finally, Volvo Car Group’s tax rates may be affected by earnings 
estimation errors, losses in jurisdictions that do not grant a related 
tax benefit, changes in currency rates, acquisitions, investments, 
laws, regulations, or practices. Volvo Car Group may challenge such 
taxes and be involved in tax disputes of varying significance and 
scope. Such processes can lead to lengthy proceedings over several 
years and, should the outcome for Volvo Car Group be negative, this 
may require the Group to pay substantial additional tax, and this 
therefore presents a significant risk for Volvo Car Group.

Volvo Car Group is exposed to employment law-related risks
In 2020 and the six months ended 30 June 2021, Volvo Car Group 
had an average of 38,343 and 40,672 employees globally, respec-
tively. Volvo Car Group therefore needs to comply with several 
employment-related laws and regulations with various levels of 
employee protection in several jurisdictions. A substantial portion of 
Volvo Car Group’s employees are members of trade unions and are 
subject to collective bargaining agreements. Such agreements are 
periodically renegotiated. If such negotiations are discontinued or if 

an agreement cannot be reached, this may lead to work stoppages 
or lock outs. If Volvo Car Group in the future faces labour unrest, 
both at its own facilities or at those of its suppliers, it may delay or 
disrupt the Group’s operations in the affected regions, including the 
sourcing of raw materials and parts, the manufacture, sales and dis-
tribution of cars and the provision of services. In addition, collective 
bargaining negotiations, as well as external factors, normally result 
in increased remuneration levels for Volvo Car Group’s employees.

As an effect of the COVID-19 pandemic, Volvo Car Group 
received governmental support from several governments world-
wide. In 2020, government grants realised in the Group’s income 
statement as an effect of the COVID-19 pandemic amounted to 
MSEK 1,013, mainly related to support for temporary part-time fur-
loughs of employees in Sweden and tax subsidies in China. In Swe-
den, any support granted is preliminary until the Swedish Agency 
for Economic and Regional Growth (Sw. Tillväxtverket) has con-
ducted a final assessment if the concerned companies are eligible 
for the support, including that the companies have taken available 
measures to reduce its labour costs, for example, to terminate con-
sultants or withhold bonuses. The final assessment of the relevant 
Volvo Car Group companies have not yet been conducted, and there 
is a risk that the companies are not deemed to have fulfilled the 
conditions to be eligible for support, which could result in that parts 
or the entire support having to be repaid. 

In 2020, as part of realigning the operations and long-term  
ambitions for competence shift and structural cost reductions, 
Volvo Car Group also reduced the number of its personnel, includ-
ing consultants in its Swedish operations. This structural transfor-
mation resulted in 650 employees leaving Volvo Car Group and 
similar structural changes are expected to continue. Such collective 
lay-offs usually result in additional temporary costs, such as addi-
tional compensation in the form of severance payments or early 
retirement benefits. Volvo Car Group is, from time to time, subject 
to claims from former employees or consultants, who allege that 
they have been incorrectly retired or terminated, that Volvo Car 
Group has not performed in accordance with its commitments, or 
that they are entitled to, for example, additional compensation or 
severance payments or benefits. Any of the aforementioned events 
could have an adverse effect on the Group’s operations and reputa-
tion, as well as result in legal proceedings or lead to costs for han-
dling and settling the claims.  

Financial risks
Volvo Car Group is exposed to financing risks
As at 31 December 2020 and 30 June 2021, Volvo Car Group’s 
 outstanding debt in form of bank loans and bonds amounted to 
MSEK 33,870 and MSEK 29,416, respectively. Volvo Car Group’s 
debt service obligations could have important consequences for the 
Group’s business, including increasing its vulnerability to, and reduc-
ing its flexibility to respond to, general adverse economic and indus-
try conditions. In addition, some of Volvo Car Group’s financing 
agreements and debt arrangements include financial covenants, 
based on ratios such as EBITDA and net debt. In the event Volvo Car 
Group breaches such covenants, the outstanding amounts under 
such financing agreements could become due and payable if 
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breaches are not cured in due time. A default under one of these 
financing agreements may also result in cross defaults under other 
financing agreements and consequently have a material adverse 
effect on Volvo Car Group’s financial condition. In addition, the 
terms of some of Volvo Car Group’s bank loans and bonds include 
certain change of control provisions, which are triggered if another 
party than Geely Holding gains control over Volvo Car Group and 
under certain conditions give the lenders the right to demand pre-
payment. Any need to prepay outstanding loans could affect Volvo 
Car Group’s liquidity and increase its need for additional financing, 
and therefore have an adverse effect on the Group’s liquidity and 
financial condition.

As at 31 December 2020 and 30 June 2021, 51 per cent and 61 
per cent, respectively, of Volvo Car Group’s long-term debt was refi-
nanceable within three years. In relation to debt that is repayable, 
Volvo Car Group’s ability to make such payments at maturity will 
depend upon its ability to generate sufficient cash flow from its 
operations, obtain additional equity or debt financing or sell assets. 
This ability to obtain equity or debt financing on favourable terms or 
at all will depend on many factors, including the prevailing condi-
tions in the international credit and capital markets. Volvo Car 
Group’s ability to sell assets and use the proceeds for the refinanc-
ing of debt obligations becoming due will also depend on many fac-
tors, including the existence of willing purchasers and asset values. 
At the time the refinancing of each of Volvo Car Group’s existing 
debt obligations is due, it may not be able to raise equity or refi-
nance the debt obligation on terms as favourable as the original loan 
or sell the property at a price sufficient to repay the relevant debt or 
at all. If Volvo Car Group is unable to refinance its existing or future 
debt obligations or renew its existing or future credit facilities on 
acceptable terms or at all, this could have material adverse effects 
on Volvo Car Group’s liquidity, indebtedness and financial condition.

Volvo Car Group is exposed to currency risks
Volvo Car Group is subject to fluctuations in exchange rates with 
regards to the currencies of the countries in which it operates, 
including countries where its cars are produced and sold, as well as 
countries from which raw materials are procured. Volvo Car Group 
sells cars in Europe (including the United Kingdom), China, the 
United States, Japan and many other markets around the world and 
therefore generates revenue in EUR, CNY, USD, GBP, JPY and 
other currencies, while Volvo Car Group’s reporting currency is 
SEK. Additionally, Volvo Car Group generates production costs and 
cost of raw materials in a variety of currencies, in particular EUR 
and CNY. As a result, Volvo Car Group has significant exposure to 
movements of CNY, EUR, USD, GBP and JPY relative to SEK, and 
relative changes in these currency rates will have a direct impact on 
Volvo Car Group’s operating income, finance net, balance sheet and 
cash flow statement. In 2020 and the six months ended 30 June 
2021, Volvo Car Group’s total currency inflow was distributed 
between EUR (25 per cent and 23 per cent, respectively), CNY 
(27 per cent and 26 per cent, respectively), USD (19 per cent and 
20 per cent, respectively), GBP (7 per cent and 6 per cent, respec-
tively), JPY (3 per cent and 3 per cent, respectively) and other cur-
rencies (19 per cent and 22 per cent, respectively), and Volvo Car 
Group’s total currency outflow was distributed between EUR (48 
and 51 per cent, respectively), CNY (27 per cent and 25 per cent, 

respectively), USD (11 per cent and 10 per cent, respectively), GBP 
(1 per cent and 1 per cent, respectively), JPY (8 per cent and 
7 per cent, respectively) and other currencies (5 per cent and 
6 per cent, respectively).

Moreover, Volvo Car Group has investments in assets in foreign 
currencies and outstanding foreign currency denominated debt, and 
is therefore sensitive to fluctuations in foreign currency exchange 
rates (for example the facility with China Development Bank Corpo-
ration is denominated partially in EUR and partially in USD and 
some of the Group’s outstanding bonds are denominated in EUR). 
As at 31 December 2020 and 30 June 2021, Volvo Car Group had 
MSEK 44,997 and MSEK 47,866, respectively, in net investments 
in assets in foreign currencies and a one per cent change in SEK 
against these foreign currencies would have had a net impact on 
these investments of approximately MSEK 450 and MSEK 479, 
respectively. 

Volvo Car Group manages its foreign exchange exposure through 
the use of financial hedging instruments including foreign currency 
forward contracts and currency option contracts, which exposes it 
to the risk that appropriate hedging lines for the type of risk expo-
sures the Group is subject to may not be available at a reasonable 
cost or at all, and there is a risk that the use of such hedging instru-
ments fails to meet the intended purpose. As at 31 December 2020 
and 30 June 2021, the fair value of Volvo Car Group’s outstanding 
currency derivatives amounted to MSEK 578 and MSEK -727, 
respectively, with an average duration of 10 months and 9 months, 
respectively. Furthermore, the Group may potentially forgo benefits 
that might result from market fluctuations in currency exposures. 
Hedging transactions can also result in substantial losses. Such 
losses could occur under various circumstances, including any cir-
cumstances in which a counterparty does not perform its obliga-
tions under the applicable hedging arrangement, the arrangement 
is imperfect or the Group’s internal hedging policies and procedures 
are not followed or do not work as planned.

Volvo Car Group is exposed to credit and liquidity risks
Volvo Car Group’s credit risk consists of financial and operational 
credit risk and relates to the risk of non-performance by relevant 
counterparties. As at 31 December 2020 and 30 June 2021, the 
maximum amount exposed to financial credit risk was MSEK 71,674 
and MSEK 54,880, respectively, which were comprised of the 
Group’s cash and cash equivalents, investments in marketable 
securities, and fair value of outstanding derivative assets. As at 
31 December 2020 and 30 June 2021, the maximum amount 
exposed to operational credit risk was MSEK 14,776 and 
MSEK 17,344, respectively, which were comprised of the carrying 
amount of accounts receivable. Measures, such as hedging, under-
taken to counter Volvo Car Group’s credit risk may not be sufficient 
or effective, and the Group may fail to successfully implement and 
manage any hedging arrangements, which could have a material 
adverse effect on Volvo Car Group’s results of operations and finan-
cial condition.

Volvo Car Group also faces liquidity risks, which relates to the 
risk that Volvo Car Group may not be able to meet financial obliga-
tions on time. As at 31 December 2020 and 30 June 2021, Volvo 
Car Group had committed credit facilities, cash and marketable 
securities of MSEK 94,379 and MSEK 66,737, respectively, which 
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was approximately 36 per cent and 23 per cent, respectively, of 
Volvo Car Group’s revenue for the last twelve month as of each 
date. If the Group is not able to meet its ongoing financial obliga-
tions in a timely manner, it could have a material adverse effect on 
Volvo Car Group’s results of operations and financial condition. In 
addition, given that Volvo Car Group’s funds located in China, as at 
30 June 2021, amounted to SEK 11.2 billion (with an additional 
SEK 15.3 billion in inter-company lending to the Group’s cash pool), 
any change in regulation in China that imposes any capital restric-
tion on the withdrawal of funds out of China would increase Volvo 
Car Group’s liquidity risk.

Volvo Car Group is exposed to interest rate risks
Volvo Car Group has both interest bearing assets (including cash bal-
ances) and interest-bearing liabilities, certain of which bear interest 
at variable rates, which exposes it to fluctuations in interest rates. As 
at 31 December 2020, the average fixed interest periods on Volvo 
Car Group’s debt was approximately 24 months, average duration of 
its net debt position was 22 months and the average cost of borrow-
ing was 2.5 per cent. Assuming a similar amount of loan debt and 
fixed interest periods as those at 31 December 2020, an increase 
and decrease of the interest rates by one percentage point on all of 
Volvo Car Group’s loans and interest rate swaps would have affected 
the Group’s finance net by MSEK -22 and MSEK 17, respectively. 
Consequently, significantly increased market rates could have a 
material adverse effect on Volvo Car Group’s finance net.

Volvo Car Group partly hedges its interest rate risks by using 
interest rate swaps. There is a risk that future interest rate fluctua-
tions will not be effectively or sufficiently hedged by Volvo Car 
Group’s use of interest rate swaps or other hedging instruments to 
manage interest rate exposure on its borrowings or that hedging 
instruments are not available at a reasonable cost or at all. Further-
more, such hedging instruments may result in Volvo Car Group pay-
ing higher interest rates than the prevailing interest rates from time 
to time, which could have a material adverse effect on Volvo Car 
Group’s income before tax.

Volvo Car Group is exposed to risks related to its pension  
obligations
Volvo Car Group provides post retirement and pension benefits to 
its employees, some of which are defined benefit plans that are 
open for new joiners. Volvo Car Group’s pension liabilities are to a 
certain extent funded and its pension plan assets are particularly 
significant. As at 31 December 2020, Volvo Car Group’s total net 
defined benefit provisions amounted to MSEK 14,187.

There are three main categories of risk related to defined benefit 
pension obligations and pension plans. The first category relates to 
risks affecting the actual pension payments. Increased longevity 
and inflation of salary and pensions are the principal risks that may 
increase the future pension payments under these plans and hence, 
increase the pension obligation. The second category relates to 
investment return. Pension plan assets are invested in a variety of 
financial instruments and are exposed to market fluctuations. Poor 
investment return may reduce the value of plan assets and render 
them insufficient to cover future pension payments. The final cate-
gory relates to measuring the pension obligation for accounting 
purposes. The discount rate used for measuring the present value of 

the obligation may fluctuate, which impacts the valuation of the 
defined benefit obligation. The discount rate also impacts the size 
of the interest income and expense that is reported in the financial 
items and the service cost. As at 31 December 2020, an increase or 
decrease of the discount rate by 0.5 percentage points, would have 
affected Volvo Car Group’s consolidated defined benefit obligations 
in Sweden by MSEK -2,200 and MSEK 2,521, respectively, and in 
Belgium by MSEK -233 and MSEK 262, respectively. Furthermore, 
as at 31 December 2020, an increase or decrease of the inflation 
rate by 0.5 percentage points, would have affected Volvo Car 
Group’s consolidated defined benefit obligation in Sweden by 
MSEK 2,522 and MSEK 149, respectively, and in Belgium by 
MSEK -2,200 and MSEK -140, respectively. 

Under the arrangements with the pension funds and trustees  
(as applicable) of Volvo Car Group’s various defined benefit pension 
schemes, an actuarial valuation of the assets and liabilities of the 
schemes is undertaken quarterly, with a more extensive report 
received prior to the end of each financial year. As at 30 June 2021, 
Volvo Car Group had an aggregated asset surplus based on the local 
GAAP valuations in the relevant subsidiaries, but a deficit on Group 
level based on IFRS valuation. If the assets of Volvo Car Group’s 
various defined benefit pension schemes, which are long-term in 
nature, do not fully match the timing and amount of the schemes’ 
liabilities, both in relation to local GAAP and IFRS valuations, Volvo 
Car Group would be required, or may choose to, make additional 
contributions to the plans. For example, as per 1 January 2022, the 
discount rate determining Volvo Car Group’s Swedish subsidiaries’ 
aggregated defined benefit pension liability under Swedish GAAP 
will be significantly decreased, resulting in an increased liability on 
Group level and a need for an additional one-time contribution to 
the Group’s Swedish pension funds. Following the increase in the 
assets in the Swedish pension funds, there will be a corresponding 
decrease in the actuarial value of the consolidated defined benefit 
net liability, as well as an increase in special salary tax for the contri-
bution with an estimated amount of approximately MSEK 450 and 
thereby impact Volvo Car Group’s cash flows negatively.

Lower return on pension fund assets, changes in market condi-
tions, changes in local legislation or regulations, changes in interest 
rates, changes in inflation rates and adverse changes in other criti-
cal actuarial assumptions may impact Volvo Car Group’s pension 
liabilities or assets and increase funding requirements, which could 
have a material adverse effect on its financial condition.

Volvo Car Group is exposed to residual value risk in the course 
of its operations
In the course of Volvo Car Group’s operations, it is currently 
exposed to residual value risks in relation to cars sold with repur-
chase commitments or leased subject to residual value guarantees, 
and through cars subscribed for, including through Care by Volvo, as 
well as cars used within its mobility service M – Volvo Car Mobility.

Volvo Car Group offers residual value guarantees on the purchase 
of certain leases in some markets, which means that the Group is 
liable for any difference between the car’s residual value and the 
salvage value of the car, if lower, at the end of the lease. The value 
of these guarantees is dependent on used car valuations in those 
markets at the end of the lease, which is subject to change 
(so-called residual value risk). Volvo Car Group also sells cars to 
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external rental companies with repurchase commitments, which 
entails that the cars are typically repurchased at the end of the leas-
ing period, which exposes the Group to residual value risk in relation 
to the repurchased cars. In addition, Volvo Car Group is focusing on 
its direct consumer offerings, including cars offered through sub-
scription and mobility services, and any expansion of such offerings 
may at the same time also increase the Group’s exposure to residual 
value risks.

Residual value risk may be influenced by factors such as the 
selection of used cars being offered, consumer confidence and con-
sumer preferences, exchange rates, incentive programmes offered 
by governments and automobile manufacturers and general eco-
nomic circumstances. Uncertainties may also exist with respect to 
the internal methods for calculating residual values, for example 
owing to estimates or assumptions that prove to have been incor-
rect. Residual value risk could increase further due to a rapid tech-
nological shift from diesel or petrol to batteries, affecting the 
potential resale value of diesel and petrol engine cars. The esti-
mated residual value is based upon estimations of the used cars’ 
future net realisable values. Consequently, any movements in used 
car valuations may lead to the Group’s estimates being inaccurate, 
which may have a material adverse effect on Volvo Car Group’s 
financial condition.

Risks related to the Company’s shares and the Offering
The share price can be volatile and the share price develop-
ment is affected by several factors
Since an investment in shares may increase or decrease in value, 
there is a risk that investors will not recover their invested capital. 
The performance of the Company’s share depends on multiple fac-
tors, some of which are company specific, whereas others are 
related to the stock market in general. The price per share in the 
Offering (the “Offering Price”) will be determined through a 
book-building procedure and, consequently, based on demand and 
overall market conditions. The Offering Price will be set by the 
Company’s Board of Directors and the Principal Shareholder in con-
sultation with the Joint Global Coordinators and set within the 
range of SEK 53–68 per share (the “Price Range”). The Offering 
Price will not necessarily reflect the price at which investors in the 
market will be willing to buy and sell the shares following the Offer-
ing; for example, during the trading taking place after the listing, the 
price will differ from the Offering Price. 

Furthermore, the share price may, for example, be affected by sup-
ply and demand, fluctuations in actual or projected results, changes 
in earnings forecasts, events related to affiliates, including Polestar 
and price fluctuations in Polestar UK’s securities following a listing 
on Nasdaq New York, failure to meet stock analysts’ earnings expec-
tations, failure to achieve financial and operational targets, changes 
in general economic conditions, changes in regulatory conditions and 
other factors such as sales of significant holdings by owners. The 
Company’s shares have not previously been traded on a stock mar-
ket. It is therefore difficult to predict the amount of trading or the 
interest that may be shown in the shares. The Offering entails a lim-
ited free float (at least 12.5 per cent of the shares in the Company). 
Consequently, there is a risk that there will not always be an active 
and liquid market for trading in the Company’s shares, which would 
affect investors’ possibilities to recover their invested capital. This 
presents a significant risk for a single investor.

In addition, on 27 September 2021, Volvo Car Group’s strategic affili-
ate Polestar announced that it had entered into a business combina-
tion agreement with Gores Guggenheim, a special purpose acquisi-
tion company (SPAC) whose securities are listed on Nasdaq New 
York. According to the announcement, following completion of the 
de-SPAC, Polestar UK (to be the new parent company of the Polestar 
group) is expected to be listed on Nasdaq New York in the first half of 
2022. Under the business combination agreement, Polestar is 
expected to have a post-de-SPAC implied enterprise value of 
USD 20 billion (SEK 175.2 billion) and an implied equity value12 of 
USD 21.3 billion (SEK 186.6 billion), implying that Volvo Car Group’s 
expected indirect holding of 48.1 per cent of the shares in Polestar 
UK would to be valued at USD 10.2 billion (SEK 89.4 billion). Based 
on an Offering Price at the midpoint of the Price Range, Volvo Car 
Group’s market capitalisation after completion of the Offering 
would be SEK 182 billion,13 meaning that the value of Volvo Car 
Group’s shareholding in Polestar UK will constitute a significant 
part of Volvo Car Group’s market valuation. Consequently, there is a 
risk that price fluctuations in Polestar UK’s securities on Nasdaq 
New York may have a significant adverse effect on the Company’s 
share price on Nasdaq Stockholm. Moreover, there is a risk that 
Polestar and Gores Guggenheim fail to complete the announced 
de-SPAC, which could have a material adverse effect on the market 
valuation of Volvo Car Group’s shareholding in Polestar UK and, 
consequently, the Company’s share price on Nasdaq Stockholm 
(see also “–Risks related to Volvo Car Group’s operations and indus-
try–Volvo Car Group is exposed to risks relating to Polestar” above).

Volvo Car Group’s ability to pay future dividends depends on 
several factors
Payment of dividends may only take place if there are payable funds 
held by Volvo Car Group and as long as the requirements of future 
dividends, and the size, scope and risks of any such dividends, are 
met. Such requirements depend on Volvo Car Group’s equity, con-
solidation needs, liquidity, and position in general for a certain 
financial year. Furthermore, future dividends, and the size of any 
such dividends, depend on Volvo Car Group’s future results, finan-
cial position, cash flows, working capital requirements and other 
factors. The Group’s dividend policy is that dividend pay-out will be 
assessed from year to year based on Volvo Car Group’s net income, 
financial position and investments needs. However, there is a risk 
that payable dividends will not be available in any financial year, 
which would reduce the return on an investor’s invested capital.

The Principal Shareholder can exert considerable control over 
the Group
The Company is a subsidiary of Geely Sweden, with ultimate own-
ership held by Geely Holding, which is owned as to 91 per cent by 
Eric Li (Chairperson of the Board) and 9 per cent by Eric Li’s son 
LiXing Xing. As a result of the ownership structure, the Principal 
Shareholder is able to significantly influence any matter requiring 

12) The equity value corresponds to the enterprise value plus net Net cash is 
depending on the potential level of redemption in the de-SPAC process.
13) Calculated as the Offering Price set at the midpoint of the Price Range 
times the total number of outstanding shares immediately following completion 
of the Offering and the share capital structure amendments in connection with 
the Offering (see “Shares and share capital–Share capital structure amend-
ments in connection with the Offering, etc.”).



RISK FACTORS

INVITATION TO ACQUIRE SHARES IN VOLVO CAR AB (PUBL)  37

shareholders’ approval including the election of the Company’s 
Board of Directors and approval of significant corporate transac-
tions. After completion of the Offering and the share capital structure 
amendments in connection with the Offering, assuming that the 
Overallotment Option is not exercised, that the Offering is not 
increased and that the Offering Price corresponds to the midpoint of 
the Price Range, the Principal Shareholder will own 83.3 per cent of 
the shares and 97.5 per cent of the votes of Volvo Car Group. 
Assuming that the Overallotment Option is exercised in full, that the 
Offering is fully increased and that the Offering Price corresponds 
to the midpoint of the Price Range, the Principal Shareholder will 
own 78.4 per cent of the shares and 96.7 per cent of the votes. 
Accordingly, the Principal Shareholder will continue to have a signif-
icant influence over the outcome of matters submitted to the   
Company’s shareholders for approval, including the election of 
Board of Directors, amendments to the Company’s Articles of 
Association, issuances of shares, the payment of dividends, any sig-
nificant corporate transactions and other company law measures, 
and thereby Volvo Car Group’s management and affairs. This con-
centration of ownership could have an adverse effect on the market 
price of the shares by, among other things, delaying, deferring or 
preventing a change of control, impeding a merger, or discouraging 
a potential acquirer from making a tender offer or otherwise 
attempting to obtain control of Volvo Car Group.

The interests of the Principal Shareholder and the Chairperson of 
the Board may differ from, or compete with, Volvo Car Group’s 
interests or those of the other shareholders, and the Principal 
Shareholder could exercise influence over Volvo Car Group in such a 
manner as is contrary to the interests of the other shareholders. For 
example, the Principal Shareholder, Geely Holding, is also a major 
shareholder in other businesses and automobile groups, such as 
automobile manufacturers Daimler and Geely Auto, and truck man-
ufacturer AB Volvo. Furthermore, there could be a conflict between 
the interests of the Principal Shareholder or the Chairperson of the 
Board on the one hand, and the interests of Volvo Car Group or the 
Company’s other shareholders on the other hand, with respect to 
distribution of dividends. Such conflicts could have an adverse 
effect on the Company’s ability to pay dividends and consequently 
the dividend yield in respect of the Company’s shares.

Sales of shares by existing shareholders and future new share 
issues could cause the share price to decline and dilute exist-
ing shareholders
The market price of the Company’s share could decline if there are 
substantial sales of the Company’s shares, particularly sales by its 
Board of Directors, Executive Management Team (the “EMT”), and 
significant shareholders, or otherwise when a large number of 
shares are sold. The Principal Shareholder, Board members and 
members of the EMT will commit, subject to certain exceptions, 
not to sell shares for a certain period after trading of the Company’s 
shares on Nasdaq Stockholm has commenced (so-called lock-up 
period). However, Joint Global Coordinators could decide to grant 
exceptions from the limitations on the sale of shares during the 
lock-up period. After the expiry of the relevant lock-up period, 
shareholders subject to lock-up will be free to sell their shares in the 
Company. Any sales of substantial amounts of the Company’s 
shares in the public market by shareholders subject to the lock-up 
undertakings or the Company’s other shareholders, or the percep-

tion that such sales might occur, could cause the market price of 
the Company’s share to decline, which entails a significant risk for 
investors. In addition, any further new issues of shares or share-re-
lated instruments, in addition to the Offering, may cause the share 
price to decline and lead to a dilution of ownership for shareholders 
who do not participate in such an issue or choose not to subscribe 
for shares. The same applies to any issues addressed to anyone 
other than the Company’s shareholders.

Undertakings by Cornerstone Investors are not secured
The Cornerstone Investors have undertaken to acquire shares in the 
Offering corresponding to a total of MSEK 6,400. The undertak-
ings relate to 105,785,121 shares, corresponding to 19.0 per cent of 
the total number of shares in the Offering and 3.5 per cent of the 
total number of shares in the Company after the Offering and the 
share capital structure amendments in connection with the Offering 
(under the assumption that the Overallotment Option is exercised in 
full, that the Offering is fully increased and that the Offering Price 
corresponds to the midpoint of the Price Range). However, the  
Cornerstone Investors’ undertakings are not secured by bank guar-
antees, blocked funds, pledges of collateral or similar arrange-
ments. Consequently, there is a risk that one or several of the  
Cornerstone Investors will not be able to fulfil their commitments. 
The Cornerstone Investors’ undertakings are also subject to certain 
customary conditions. If any of these conditions is not satisfied, 
there is a risk that the Cornerstone Investors will not fulfil their 
undertakings, which could have a negative impact on the comple-
tion of the Offering.

Shareholders in the United States and other jurisdictions are 
subject to specific share-related risks
The Offering under this prospectus is made to the general public in 
Sweden, Denmark, Finland and Norway and to institutional inves-
tors in both Sweden and abroad. The Company’s shares will only be 
denominated in SEK, and any dividends will be paid in SEK. This 
means that shareholders outside of Sweden may experience a nega-
tive impact on the value of their holdings and dividends at conver-
sion to other currencies if SEK declines in value against the relevant 
currency. Furthermore, tax legislation in both Sweden and the share-
holder’s home country may affect the income from any dividend.

In certain jurisdictions, such as the United States, there may be 
restrictions in national securities laws that mean that shareholders 
in such jurisdictions do not have the possibility to participate in new 
share issues and other offerings if securities are offered to the gen-
eral public. If the Company issues new shares with preferential 
rights for the Company’s shareholders in the future, shareholders in 
some jurisdictions, for example, the United States, may be subject 
to restrictions, which could mean that they may be unable to partic-
ipate in such new share issues or that their participation is other-
wise prevented or limited. Such limitations present a significant risk 
to shareholders located in the United States and in jurisdictions 
where such limitations apply.
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Information about the prospectus
A Swedish language version of this prospectus has been approved 
by the SFSA (Sw. Finansinspektionen) as competent authority 
under the Prospectus Regulation (EU) 2017/1129. The SFSA has 
only approved the prospectus as meeting the standards of com-
pleteness, comprehensibility and consistency imposed by the Pro-
spectus Regulation. Such approval should not be considered as an 
endorsement of the issuer or of the quality of the securities that are 
the subject of this prospectus. Investors should make their own 
assessment as to the suitability of investing in the securities.

The prospectus is valid for up to twelve months after the date of 
the approval of the prospectus provided that it is complemented by 
any supplement required pursuant to Article 23 of Regulation (EU) 
2017/1129. Any supplements will be published on Volvo Car 
Group’s website. Investors who in such case have already applied 
for participation in the Offering could under certain circumstances 
have a right to withdraw the application. The obligation to supple-
ment the prospectus in the event of significant new factors, mate-
rial mistakes or material inaccuracies does not apply once the sub-
scription period has ended and once the common shares of class B 
in the Company have been admitted to trading on Nasdaq Stock-
holm.

Financial information
This prospectus contains: 
• Volvo Car Group’s audited consolidated financial statements as 

of and for the years ended 31 December 2020, 2019 and 2018, 
which have been prepared in accordance with IFRS, as adopted 
by the EU, and audited by Deloitte AB, as set forth in its audit 
report included elsewhere in this prospectus; 

• Volvo Car Group’s unaudited interim consolidated financial state-
ments as of and for the first six months 2021, which have been 
prepared in accordance with IAS 34 – Interim Financial Report-
ing, and reviewed by Deloitte AB, as set forth in its review report 
included elsewhere in this prospectus, with comparative informa-
tion as of and for the first six months 2020; and

• Volvo Car Group’s unaudited financial information as of and for 
the three months ended 30 September 2021 and 2020, and the 
nine months ended 30 September 2021 and 2020, respectively, 
which has been derived from Volvo Car Group’s internal manage-
ment accounts.

With the exception of the historical financial information on pages 
F-2–F-17 and F-19–F-75, respectively, in this prospectus, no other 
information herein has been audited or reviewed by the Company’s 
auditor. 

Where financial information as of and for the financial years 
ended 31 December 2020, 2019 and 2018 is presented herein as 
“audited”, such financial information has been derived from Volvo 
Car Group’s audited consolidated financial statements as of and for 
the years ended 31 December 2020, 2019 and 2018, respectively. 
Where financial information as of and for the first six months 2021 
and 2020, respectively, is presented herein as “unaudited”, such 
financial information has been derived from Volvo Car Group’s 
unaudited interim consolidated financial statements as of and for 
the first six months 2021.

Volvo Car Group presents its financial statements in SEK. Amounts 
included in Volvo Car Group’s financial statements that were not 
originally denominated in SEK have been translated into SEK using 
the average exchange rate for the financial period with respect to 
the income statement and the period-end exchange rate with 
respect to statement of financial position items.

Non-IFRS measures (alternative performance measures)
In this prospectus, Volvo Car Group presents certain key operating 
metrics, including certain key operating metrics and ratios that are 
not measures of financial performance or financial position under 
IFRS (alternative performance measures, APMs). The non-IFRS 
measures presented herein are not recognised measures of finan-
cial performance under IFRS, but are measures used by the EMT to 
monitor the underlying performance of Volvo Car Group’s business 
and operations. In particular, non-IFRS measures should not be 
viewed as substitutes for income statement, balance sheet or cash 
flow items computed in accordance with IFRS. The non-IFRS 
measures do not necessarily indicate whether cash flow will be suf-
ficient or available to meet Volvo Car Group’s cash requirements 
and may not be indicative of Volvo Car Group’s historical operating 
results, nor are such metrics meant to be predictive of Volvo Car 
Group’s future results.

Volvo Car Group uses these key operating metrics for many pur-
poses in managing and directing Volvo Car Group and has pre-
sented these metrics because it deems that these metrics, together 
with reported IFRS measures, provide helpful supplementary infor-
mation for investors in order to review Volvo Car Group’s financial 
performance, as well as facilitate comparison with its peers. Since 
not all companies compute these or other non-IFRS measures in 
the same way, the manner in which Volvo Car Group has chosen to 
compute the non-IFRS measures presented herein may not be 
compatible with similarly defined terms used by other companies.

Adjustments
Certain numerical information and other amounts and percentages 
presented in this prospectus may not sum due to rounding. In addi-
tion, certain figures in this document have been rounded to the 
nearest whole number.

Currency
In this prospectus, all references to: (i) “SEK” are to Swedish krona, 
the lawful currency of Sweden; (ii) “EUR” are to euro, the single 
currency of the member states (the “Member States”) of the EU 
participating in the European Monetary Union having adopted the 
euro as its lawful currency; (iii) “USD” are to U.S. dollars, the lawful 
currency of the United States; (iv) “GBP” are to the British pound 
sterling, the lawful currency of the United Kingdom; (v) “CNY” are 
to Chinese renminbi, the lawful currency of China; and (vi) “JPY” 
are to Japanese yen, the lawful currency of Japan.

For certain information regarding rates of exchange between 
SEK, EUR, USD and CNY, see “–Exchange rate information and 
regulation” below. No representation is made that the SEK, EUR, 
USD or CNY amounts referred to herein could have been or could 
be converted into SEK, EUR, USD or CNY, as the case may be, at 
the rates referred to in “–Exchange rate information and regulation”, 
at any particular rate, or at all.

Presentation of financial and other information
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Trademarks
Volvo Car Group owns or has rights to certain trademarks, trade 
names or service marks that it uses in connection with the opera-
tion of its business. Volvo Car Group asserts, to the fullest extent 
under applicable law, its rights to its trademarks, trade names and 
service marks. For information on the Volvo trademark, see “Legal 
considerations and supplementary information–Material agree-
ments–Licence and intellectual property-related agreements–
Licence agreement with Volvo Trademark Holding AB”.

Each trademark, trade name or service mark of any other com-
pany appearing in this prospectus belongs to its holder. Solely for 
convenience, the trademarks, trade names and copyrights referred 
to in this prospectus are listed without the ™, ® and © symbols.

Certain terms used
For definitions of certain terms as well as a glossary of certain 
terms used in this prospectus, see “Definitions and glossary”. 

Industry and market data
This prospectus contains statistics, data and other information 
relating to markets, market sizes, market shares, market positions 
and other industry data pertaining to Volvo Car Group’s business 
and markets. This information is based on Volvo Car Group’s analy-
sis of multiple sources, including a market research report prepared 
by Frost & Sullivan1 conducted in May–June 2021, which was com-
missioned for and paid by Volvo Car Group (the “Frost & Sullivan 
Report”). Such information has been accurately reproduced, and, 
as far as Volvo Car Group is aware and able to ascertain from such 
information, no facts have been omitted which would render the 
information provided inaccurate or misleading.

The Frost & Sullivan Report was produced by Frost & Sullivan’s 
analysts who have specific knowledge of the global automotive 
industry and the forecasts were based on Frost & Sullivan’s analysis 
of historical data and trends. This information was obtained by 
Frost & Sullivan from a variety of official industry sources, including 
LMC Automotive, Bloomberg and the United Nations Population 
Division. Frost & Sullivan has conducted interviews with market 
participants and industry experts in order to support, verify and 
cross check the consistency of the relevant data and estimates.

Industry publications or reports generally state that the informa-
tion they contain has been obtained from sources believed to be 
reliable, but the accuracy and completeness of such information is 
not guaranteed. Volvo Car Group has not independently verified and 
cannot give any assurance as to the accuracy of market data con-
tained in this prospectus that was extracted or derived from these 
industry publications or reports. Market data and statistics are 
inherently predictive and subject to uncertainty, and are not neces-
sarily reflective of actual market conditions. Such statistics are 
based on market research, which itself is based on sampling and 
subjective judgments by both the researchers and the respondents, 
including judgments about what types of products and transactions 
should be included in the relevant market. 

1) Frost & Sullivan is an independent market research consulting firm that 
mainly provides independent and objective services on data collection, industry 
research, market research and competition research.

This prospectus also contains estimates of market data and infor-
mation derived therefrom that cannot be gathered from publica-
tions by market research institutions or any other independent 
sources. Such information is prepared by Volvo Car Group based on 
third-party sources and its internal estimates, including the Frost & 
Sullivan Report. In many cases, there is no publicly available infor-
mation on such market data, for example from industry associa-
tions, public authorities or other organisations and institutions. 
Volvo Car Group believes that its estimates of market data and 
information derived therefrom are helpful in order to give investors a 
better understanding of the industry in which it operates as well as 
its position within the industry. Although Volvo Car Group believes 
that its internal market observations are reliable, its estimates are 
not reviewed or verified by any external sources. While Volvo Car 
Group is not aware of any misstatements regarding the industry or 
similar data presented herein, such data involves risks and uncer-
tainties and is subject to change based on various factors, including 
those discussed herein and under “Risk factors”. Please also refer to 
“Important information–forward-looking statements” on the inside 
of the cover page of this prospectus.

Exchange rate information and regulation
Investors with a reference currency other than SEK may become 
subject to certain foreign exchange risks when investing in the 
shares. Volvo Car Group’s equity capital is denominated in SEK, 
and any returns will primarily be distributed in SEK. The common 
shares of class B comprised in the Offering will be denominated 
and traded in SEK on Nasdaq Stockholm. Investors whose refer-
ence currency is a currency other than the SEK may be adversely 
affected by any reduction in the value of the SEK relative to the 
respective investor’s reference currency. In addition, such investors 
could incur additional transaction costs in converting SEK into 
another currency. Investors whose reference currency is a currency 
other than the SEK are therefore urged to consult their financial 
advisors with a view to determining whether they should enter into 
hedging transactions to offset these currency risks. To the extent 
owners of shares in Volvo Car Group receive dividends that are con-
verted from SEK to USD, EUR or CNY, fluctuations in the exchange 
rate between the SEK and the USD, EUR and CNY will affect the 
USD, EUR and CNY amounts received by owners of shares on con-
version of dividends.

Figures reported in the prospectus are presented in SEK unless 
otherwise specified. Volvo Car Group’s audited accounts are 
denominated in SEK.
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SEK exchange rates
SEK per USD
The following table sets forth certain information regarding the 
noon buying rate in New York for cable transfers for USD, 
expressed in SEK per USD. The noon buying rates are certified by 
the Federal Reserve Bank of New York for customs purposes and 
for cable transfers payable in foreign currencies. The average rate 
for a year means the average of the noon buying rates on the last 
day of each month during a year. The average rate for a month, or 
for any shorter period, means the average of the daily noon buying 

rates during that month, or a shorter period, as the case may be. 
The period end rate represents the mid-rate on the last business 
day of each applicable period. The rates below may differ from the 
actual rates used in the preparation of Volvo Car Group’s consoli-
dated financial statements and other financial information appear-
ing in this prospectus. These exchange rates are provided only for 
the convenience of the reader. No representation is made that 
amounts in SEK have been, could have been, or could be converted 
into USD, or vice versa, at the mid-rate or at any other rate.

Exchange rate SEK per USD

Year/Month: High Low Period end Average

2018 9.223 7.855 8.865 8.695

2019 9.958 8.883 9.315 9.460

2020 10.383 8.191 8.210 9.217

January 2021 8.372 8.249 8.336 8.287

February 2021 8.460 8.426 8.421 8.344

March 2021 8.738 8.436 8.719 8.543

April 2021 8.728 8.365 8.450 8.499

May 2021 8.489 8.280 8.302 8.351

June 2021 8.619 8.262 8.561 8.397

July 2021 8.704 8.575 8.591 8.626

August 2021 8.817 8.584 8.633 8.769

September 2021 8.787 8.547 8.752 8.649

On 30 September 2021 (the last banking day of the month), the noon buying rate as certified by the Federal Reserve Bank of New York for  
customs purposes, for SEK per USD, was SEK 8.760 per USD 1.00. Figures in USD in the prospectus have been translated into SEK based on 
the said exchange rate as of 30 September 2021, unless otherwise specified. 

SEK per EUR
The following table sets forth certain information concerning the 
European Central Bank (the “ECB”) daily reference rate published 
by the ECB (the “ECB Daily Reference Rate”) for EUR, expressed 
in SEK per EUR. The average rate for a year means the average of 
the daily mid-rates on the last day of each month during a year. The 
average rate for a month, or for any shorter period, means the aver-
age of the daily mid-rates during that month, or a shorter period, as 

the case may be. The period end rate represents the mid-rate on the 
last business day of each applicable period. The rates below may dif-
fer from the actual rates used in the preparation of Volvo Car Group’s 
consolidated financial statements and other financial information 
appearing in this prospectus. These exchange rates are provided 
only for the convenience of the reader. No representation is made 
that amounts in SEK have been, could have been, or could be con-
verted into EUR, or vice versa, at the mid-rate or at any other rate.

Exchange rate SEK per EUR

Year/Month: High Low Period end Average

2018 10.692 9.765 10.255 10.258

2019 10.917 10.186 10.447 10.589

2020 11.152 10.034 10.034 10.485

January 2021 10.163 10.051 10.111 10.095

February 2021 10.183 10.032 10.139 10.093

March 2021 10.275 10.125 10.238 10.174

April 2021 10.275 10.099 10.164 10.162

May 2021 10.195 10.096 10.121 10.145

June 2021 10.233 10.055 10.111 10.120

July 2021 10.254 10.144 10.187 10.198

August 2021 10.326 10.163 10.196 10.215

September 2021 10.217 10.136 10.154 10.170

On 30 September 2021 (the last banking day of the month), the ECB Daily Reference Rate for SEK per EUR, was SEK 10.168 per EUR 1.00. Figures 
in EUR in the prospectus have been translated into SEK based on the said exchange rate as of 30 September 2021, unless otherwise specified.
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SEK per CNY
The following table sets forth certain information concerning the 
noon buying rate from Bloomberg Composite Rate (London) (the 
“CMPL”) for SEK per CNY. The average rate for a year means the 
average of the daily mid-rates on the last day of each month during 
a year. The average rate for a month, or for any shorter period, 
means the average of the daily mid-rates during that month, or a 
shorter period, as the case may be. The period end rate represents 

the mid-rate on the last business day of each applicable period. The 
rates below may differ from the actual rates used in the preparation 
of Volvo Car Group’s consolidated financial statements and other 
financial information appearing in this prospectus. These exchange 
rates are provided only for the convenience of the reader. No rep-
resentation is made that amounts in SEK have been, could have 
been, or could be converted into CNY, or vice versa, at the mid-rate 
or at any other rate. 

Exchange rate SEK per CNY

Year/Month: High Low Period end Average

2018 1.399 1.242 1.291 1.314

2019 1.421 1.299 1.343 1.369

2020 1.465 1.246 1.259 1.333

January 2021 1.230 1.259 1.293 1.281

February 2021 1.309 1.279 1.302 1.291

March 2021 1.330 1.296 1.330 1.312

April 2021 1.329 1.291 1.306 1.303

May 2021 1.313 1.289 1.302 1.299

June 2021 1.335 1.290 1.325 1.307

July 2021 1.343 1.322 1.331 1.332

August 2021 1.354 1.329 1.336 1.339

September 2021 1.360 1.323 1.360 1.338

On 30 September 2021 (the last banking day of the month), the noon buying rate as stated by PBOC for SEK per CNY, was SEK 1.356 per  
CNY 1.00. Figures in CNY in the prospectus have been translated into SEK based on the said exchange rate as of 30 September 2021, unless 
otherwise specified.

Exchange control regulations in Sweden
There are currently no foreign exchange control restrictions in Swe-
den, other than in certain national crisis situations, that would 
restrict the payment of dividends to a shareholder outside Sweden, 
and there are currently no restrictions that would affect the right of 
shareholders who are not residents of Sweden to dispose of their 
shares and receive the proceeds from a disposal outside Sweden. 
There is no maximum transferable amount either to or from Sweden, 
although transferring banks are required to report to the Swedish tax 
authorities any payments to or from Sweden exceeding SEK 
150,000, or the foreign currency equivalent thereof. Such informa-
tion may also be forwarded to authorities in the countries where the 
holders of shares are resident.

Enforcement of civil liabilities
The ability of shareholders in certain countries other than Sweden, in 
particular in the United States, to bring an action against Volvo Car 
Group may be limited under law. The Company is a public limited lia-
bility company (Sw. publikt aktiebolag) incorporated in Sweden and 
has its statutory seat (Sw. säte) in the municipality of Gothenburg, 
Sweden.

Certain members of the Board of Directors, the EMT and other 
officers of the Group named herein are residents of countries other 
than the United States, and all or a substantial proportion of the 
assets of these individuals are located outside the United States.   
A significant portion of Volvo Car Group’s assets are located outside 
the United States. As a result, it may be difficult for investors to 
effect service of process within the United States upon such per-
sons or Volvo Car Group or to enforce against them in U.S. courts a 
judgment obtained in such courts.

The United States and Sweden do not currently have a treaty 
providing for reciprocal recognition and enforcement of judgments, 
other than arbitration awards, in civil and commercial matters. 
Accordingly, a judgment rendered by a court in the United States 
will not be recognised and enforced by Swedish courts. However, if 
a person has obtained a final and conclusive judgment for the pay-
ment of money rendered by a court in the United States which is 
enforceable in the United States and files his or her claim with the 
competent Swedish court, the Swedish court will generally give 
binding effect to such foreign judgment insofar as it finds that the 
jurisdiction of the court in the United States has been based on 
grounds which are internationally acceptable and that proper legal 
procedures have been observed and except to the extent that the 
foreign judgment contravenes Swedish public policy.
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Invitation to acquire shares in Volvo Car AB (publ)

In order to support the Volvo Car Group’s transformation and its continued growth, the Board of Directors of the Company and the Principal 
Shareholder have agreed to diversify the ownership of the Company’s shares. On 30 August 2021, the listing committee of Nasdaq Stock-
holm assessed that Volvo Car Group meets Nasdaq Stockholm’s listing requirements provided that customary terms and conditions are satis-
fied, including that the distribution requirement for the Company’s common shares of class B is met no later than the first day of trading in the 
Company’s shares on Nasdaq Stockholm and that the Company applies for the admission to trading of its shares on Nasdaq Stockholm. The 
expected first day of trading on Nasdaq Stockholm is 28 October 2021.

In accordance with the terms and conditions of this prospectus, investors are hereby invited to acquire not less than 367,647,058 and not 
more than 471,698,113 common shares of class B in the Company, of which all are newly issued shares offered by the Company. The Princi-
pal Shareholder has also reserved the right to increase the Offering and sell up to an additional 94,339,622 existing common shares of class 
B. Such an increase of the Offering would cater for a larger offering to the general public and hence enabling an additional free float.

The Offering Price will be determined through a book-building process. The Offering Price will be set within the Price Range SEK 53–68 
per share by the Company’s Board of Directors and the Principal Shareholder in consultation with the Joint Global Coordinators. The Offering 
Price to the general public will not exceed SEK 68 per share. The Offering Price is expected to be made public through a press release on or 
about 27 October 2021.

Pursuant to an authorisation from an Extraordinary General Meeting in the Company held on 17 October 2021, the Company’s Board of 
Directors intends to resolve on a new issue of common shares of class B (the “New Issue”). The number of new shares will depend on the 
Offering Price and be determined such that Volvo Car Group through the New Issue will raise approximately MSEK 25,000 before deduction 
of costs related to the Offering.1 

Assuming that the Offering Price will correspond to the midpoint of the Price Range, the New Issue will lead to the to the total number of 
the shares in the Company increasing by 413,223,140 common shares of class B. If the Offering Price would correspond to the price at the 
bottom or top of the Price Range, the total number of shares in the Company would increase by 471,698,113 or 367,647,058 common shares 
of class B, respectively. For further information on changes in the number of shares and the share capital structure of the Company in connec-
tion with the Offering, see “Shares and share capital–Share capital structure amendments in connection with the Offering, etc.”.

To cover any overallotments in the Offering, the Principal Shareholder will grant the Joint Global Coordinators an option to acquire up to an 
additional 70,754,716 existing common shares of class B, corresponding to maximum 15 per cent of the highest number of shares in the 
Offering (the “Overallotment Option”). The Overallotment Option may be exercised, in full or in part, during a period of 30 days from the first 
day of trading in the Company’s shares on Nasdaq Stockholm. Assuming that the Overallotment Option is fully exercised and that the Offer-
ing is fully increased, the Offering will, depending on the Offering Price, comprise between 496,323,527 and 636,792,451 common shares 
of class B, corresponding to approximately 16.8 to 20.7 per cent of the shares and 2.5 to 3.2 per cent of the votes in the Company after com-
pletion of the Offering and the share capital structure amendments in connection with the Offering. 

The Cornerstone Investors have, on the same terms as other investors, undertaken to acquire common shares of class B in the Offering 
corresponding to a total of MSEK 6,400. The undertakings relate to 105,785,121 shares, corresponding to 19.0 per cent of the total number 
of shares in the Offering and 3.5 per cent of the total number of shares in the Company after the Offering and the share capital structure 
amendments in connection with the Offering (under the assumption that the Overallotment Option is exercised in full, that the Offering is 
fully increased and that the Offering Price corresponds to the midpoint of the Price Range). The Cornerstone Investors will be prioritised in 
the allotment of shares in the Offering and receive full allocation in accordance with their respective commitments. The commitments do not 
entitle any compensation.

The total value of the Offering amounts to approximately MSEK 25,000, approximately MSEK 28,750 if the Overallotment Option is exer-
cised in full, and approximately MSEK 33,750 if the Overallotment Option is fully exercised and the Offering is fully increased. 

In other respects, reference should be made to the full particulars of the prospectus, which has been prepared by  
the Board of Directors of the Company in connection with the application for listing of the Company’s common shares 

of class B on Nasdaq Stockholm and the Offering made in connection with the listing.

Gothenburg, 18 October 2021

Volvo Car AB (publ)
The Board of Directors

1) Volvo Car Group’s costs for the Offering are estimated to amount to a maximum of approximately MSEK 310. Please also see “Legal considerations and  
supplementary information–Costs relating to the Offering”.
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Volvo Car Group is one of the world’s fastest growing (both in terms of units sold and revenue) premium automotive brands, providing its  
customers with the freedom to move in a personal, sustainable and safe way. Volvo Car Group believes that its unique structure  and focused 
strategy makes it one of the fastest transformers in the global automotive industry, with mid-decade ambitions dedicated to electrification, 
sustainability and digitisation. Founded and headquartered in Gothenburg, Sweden in 1927, over the course of its history, Volvo Car Group 
has been a global force for automotive safety and innovation. Volvo Car Group has been credited with a number of industry leading innova-
tions that are now standard in cars across the world, such as the three-point safety belt, the side impact protection system, side impact air-
bags and autonomous emergency braking. Volvo Car Group is focused on the design, engineering, manufacturing, distribution and sale of 
premium passenger cars, now with particular focus on sustainability, fully electric cars and direct consumer relations, including subscription 
and other new mobility services.

Since Geely Holding became majority owner of Volvo Car Group in 2010, Volvo Car Group implemented a strategic transformation, from 
its status as a division within a large automobile group into a standalone premium automobile brand. Between 2010 and 2015, Volvo Car 
Group made significant investments in technology, its geographical footprint with a number of manufacturing plants and internal organisation 
to establish a solid foundation for the Group’s future growth. Volvo Car Group has since been able to build on this foundation to substantially 
refresh and refocus its product portfolio, while expanding its global presence in the Americas, Europe and the Middle East and the Asia- 
Pacific region. Under Geely Holding’s ownership, Volvo Car Group has gone from selling 373,525 cars in 2010 to more than 770,000 cars in 
over 100 countries during the twelve months ended 30 June 2021. 

Sustainability is at the heart of the Group and the Volvo brand, and as part of its mid-decade ambitions, Volvo Car Group is aiming to 
reduce its lifecycle carbon footprint per car by an average of 40 per cent by 2025 compared to 2018, primarily through electrification and 
reduction in supply chain emissions. Volvo Car Group embraces responsible business practices and aims to become a fully climate neutral 
company by 2040. Volvo Car Group is convinced that a fundamental shift is taking place in the automotive industry with regard to electrifica-
tion, and its electrification efforts further emphasise its dedication to sustainability. In 2017, Volvo Car Group was the first traditional OEM to 
announce a transformation to all-out electrification, and it has committed to becoming a pure electric car company by 2030. Volvo Car Group 
believes that by investing in electrification, it is investing in the growth of its business. Volvo Car Group has also adopted a mid-decade ambi-
tion that at least 50 per cent of its annual global sales volumes should be from fully electric cars. 

To support the Volvo Car Group’s transformation and its continued growth, the Principal Shareholder and the Board of Directors have 
agreed to apply for a listing of the Company’s shares on Nasdaq Stockholm, and thereby gain access to the Swedish and international capital 
markets and diversify Volvo Car Group’s ownership base. As a listed company upon completion of the Offering and listing on Nasdaq Stock-
holm, Volvo Car Group will enable global institutional and retail investors to participate in the next phase of the Group’s value creation. The 
Principal Shareholder, which acquired Volvo Car Group in 2010, intends to remain as the Company’s largest shareholder. Volvo Car Group will 
thereby continue to benefit from cooperation within the Geely ecosystem, providing valuable scale and market synergies.

Use of proceeds
The Company will carry out an issue of new common shares of class B in connection with the Offering. Through the issue of new shares, 
Volvo Car Group is expected to raise gross proceeds of approximately MSEK 25,000 before deduction of costs related to the Offering, which 
are estimated to amount to a maximum of approximately MSEK 310. Out of the net proceeds of approximately MSEK 24,690, approximately 
70 per cent is intended to be used in the financing of Volvo Car Group’s transformation phase to full electrification with investments in battery 
supply in Europe, United States and China and investments in in-house production of electric motors. In addition, approximately 30 per cent 
of the net proceeds is intended to be used in the financing of Volvo Car Group’s continued growth journey with investments in manufacturing 
capacity to enable growth beyond 1.2 million cars and to finance Volvo Car Group’s technology journey through software development and 
the shift towards a more direct sales model. Volvo Car Group will not receive any proceeds from any shares sold by the Principal Shareholder 
in the Offering.

The Board of Directors of the Company is responsible for the content of this prospectus. To the best of the Board of Directors’ knowledge,  
the information contained in the prospectus is in accordance with the facts and the prospectus makes no omission likely to affect its import. 

Gothenburg, 18 October 2021
Volvo Car AB (publ)

The Board of Directors

The Board of Directors of the Company alone is responsible for the content of this prospectus. However, the Principal Shareholder confirms 
its commitment to the terms and conditions of the Offering in accordance with what is set out in “Terms and conditions”.

Geely Sweden Holdings AB

Background and reasons
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The Offering
The Offering comprises not less than 367,647,058 and not more 
than 471,698,113 common shares of class B, of which all are newly 
issued shares offered by the Company. The Offering is divided into 
two parts:
• The offer to the general public in Sweden, Denmark, Finland and 

Norway1

• The offer to institutional investors in Sweden and abroad2

The outcome of the Offering is expected to be announced through a 
press release, which will be available on Volvo Car Group’s website 
(www .volvocars.com), on or about 27 October 2021.

Increase of the Offering
The Principal Shareholder has also reserved the right to increase the 
Offering and sell up to an additional 94,339,622 existing common 
shares of class B.

Overallotment Option
To cover any overallotments in the Offering, the Principal Share-
holder will grant the Joint Global Coordinators an option to acquire 
up to an additional 70,754,716 existing common shares of class B, 
corresponding to maximum 15 per cent of the highest number of 
shares in the Offering. The Overallotment Option is exercisable, in 
whole or in part, for a period of 30 days from the first day of trading 
of the shares on Nasdaq Stockholm. For further information about 
the Overallotment Option, refer to “Plan of distribution”.

Allotment of shares
The allotment of common shares of class B between each part of 
the Offering will be based on demand. The allotment will be deter-
mined by the Company’s Board of Directors and the Principal 
Shareholder in consultation with the Joint Global Coordinators.

Book-building process
To achieve a market-based pricing of the common shares of class B 
in the Offering, institutional investors will be provided the opportu-
nity to participate in a form of book-building process by submitting 
expressions of interest. The book-building process will commence 
on 19 October 2021 and continue until 27 October 2021. The 
Offering Price per share in the Offering will be determined through 
this process. The book-building process may be discontinued earlier 
or extended.3 Notification of such potential early discontinuation or 
extension will be provided through a press release.

The Offering Price
The Offering Price is expected to be set within the Price Range of 
SEK 53–68 per share. The Price Range has been set by the Compa-
ny’s Board of Directors and the Principal Shareholder in consultation 
with the Joint Global Coordinators, based on the anticipated invest-
ment interest from institutional investors. The Offering Price to 
the general public will not exceed SEK 68 per share. Brokerage  
 
1) The offer to the general public in Sweden, Denmark, Finland and Norway 
entails an offer to acquire a maximum of 25,000 shares.
2) “Institutional investors” include private individuals and legal entities that 
apply to acquire more than 25,000 shares.
3) Should the application period be shortened or extended, the announcement 
of the outcome of the Offering, the first day of trading as well as the date for 
allotment and payment may be adjusted accordingly.

commission will not be charged. The Offering Price will be deter-
mined by the Company’s Board of Directors and the Principal Share-
holder in consultation with the Joint Global Coordinators and is 
expected to be announced through a press release on or about 27 
October 2021.

Application
The offer to the general public in Sweden, Denmark, Finland 
and Norway 
Applications for acquisition of common shares of class B within the 
offer to the general public should be made during the period 19–26 
October 2021 and relate to a minimum of 100 shares and a maxi-
mum of 25,000 common shares of class B4 in even lots of 50 
shares each. The Company’s Board of Directors and the Principal 
Shareholder reserve the right to discontinue or extend the applica-
tion period.5 Notification of such potential early discontinuation or 
extension will be provided through a press release. Only one applica-
tion per investor may be made. If more than one application is made, 
the right to consider only the first application is reserved (applica-
tions will not be aggregated). The application is binding. 
Applications from the general public in Sweden should be made via 
SEB, Swedbank, Avanza and Nordnet, respectively (see “–Applica-
tion via SEB”, “–Application via Swedbank”, “–Application via 
Avanza” and “–Application via Nordnet” below, respectively). Appli-
cations from the general public in Denmark, Finland and Norway 
should be made via Nordnet (see “–Application via Nordnet” 
below).

Application via SEB
Persons applying to acquire shares through SEB must hold a secu-
rities depository account or an Investment Savings Account (“ISK”) 
with SEB. Persons who do not hold a securities depository account 
or an ISK with SEB must open such account prior to submission of 
the application form. Please note that it may take some time to 
open a securities depository account or an ISK. In connection with 
acquisitions of shares that are to be registered in an ISK, payment 
must always be made using the funds available on the ISK.

The cash balance on the securities depository account or the ISK 
with SEB must, for the period commencing 23.59 CEST on 
26 October 2021 until 23.59 CET on 1 November 2021, corre-
spond to at least the amount to which the application relates, calcu-
lated on the basis of the highest price in the Price Range. This 
means that the account holder undertakes to keep the amount 
available on the designated securities depository account or ISK 
during the aforementioned period and that the holder is aware that 
shares may not be allotted if the amount during such period is insuf-
ficient. Note that the amount may not be withdrawn during the 
aforementioned period. As soon as possible after allotment has 
taken place, the funds will be freely available for those who do not 
receive any allotment. Funds which are not available will carry an 
entitlement to interest during the aforementioned period in accord-
ance with the terms and conditions of the securities depository 
account or ISK specified in the application. 
 
4) Anyone who wishes to acquire more than 25,000 shares should contact the  
Managers in accordance with what is described in “–Information regarding 
allotment and payment–The institutional offering” below.
5) Should the application period be shortened or extended, the announcement 
of the outcome of the Offering, the first day of trading as well as the date for 
allotment and payment may be adjusted accordingly.

Terms and conditions
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In order to participate in the Offering via SEB, an application to 
acquire shares must take place via SEB’s Internet bank using a  
Digipass, BankID or Mobilt BankID (detailed instructions are availa-
ble on SEB’s website, www .seb.se). Applications through SEB’s 
Internet bank must be received by SEB no later than 23.59 CEST 
on 26 October 2021. Customers in SEB Private Banking should not 
apply for shares via SEB’s Internet bank, but instead apply for 
shares via their stockbroker or private banker.

Application via Swedbank
Persons applying to acquire shares must have a securities deposi-
tory account or an ISK and a cash settlement account with Swed-
bank or a savings bank. The cash settlement account stipulated for 
payment must be held by the applicant applying to acquire shares 
and be linked to the stipulated depository account or ISK. If you do 
not have a securities depository or cash settlement account with 
Swedbank or a savings bank, you can open one via www .swed-
bank.se/privat/kunderbjudanden using your Swedish BankID.

As a customer of Swedbank or a savings bank, an application can 
be made via the internet banking service, mobile banking service, 
customer service centre for private/corporate customers, or via a 
financial adviser or personal brokers. 

Applications can also be made via the designated application 
form and be submitted to any of Swedbank’s or the savings banks’ 
branches in Sweden for registration, alternatively be sent to:

Swedbank AB (publ)
Emissioner C66
SE-105 34 Stockholm
 

The application form is available on Swedbank’s website for pro-
spectuses, www .swedbank. se/prospekt.

Applications through Swedbank must be received by Swedbank 
no later than 15.00 CEST on 26 October 2021. Liquid funds for 
payment of allotted shares must be available in the cash settlement 
account with Swedbank or relevant savings bank not later than on 
the settlement date of 1 November 2021 at 01.00 CET. Funds may 
be reserved and debited from the cash settlement account at an 
earlier time if sufficient, unreserved funds are available, but not 
 earlier than 28 October 2021.

Application via Avanza
Persons applying to acquire shares through Avanza must hold a 
securities depository account or an ISK with Avanza. Persons who 
do not hold a securities depository account or an ISK with Avanza 
must open such account prior to submission of the application 
form. Opening a securities depository account or ISK with Avanza 
is free of charge and takes approximately three minutes. 

Securities depository account or ISK customers with Avanza can 
apply for shares via Avanza internet service from and including  
19 October 2021 up until 23.59 CET on 26 October 2021. To 
ensure that they do not lose their possible right to allotment, securi-
ties depository or ISK customers with Avanza must have sufficient 
funds available in their depository accounts or ISK during the period 
from 23.59 CEST on 26 October 2021 up until 23.59 CET on 
1 November 2021. More information on the application process 
through Avanza is available on www .avanza.se.

Application via Nordnet
Applications from the general public can only be made by persons 
who are, or become, customers in Nordnet. Application to acquire 
shares is made via Nordnet’s webservice and can be submitted 
from 19 October 2021 up to and including 23.59 CEST on 
26 October 2021. To ensure that they do not lose their right to any 
allotment, Nordnet customers must have sufficient funds available 
in their account from 23.59 CEST on 26 October 2021 up until 
23.59 CET on 1 November 2021. Full details on how to become a 
Nordnet customer and the application procedure via Nordnet are 
avaliable on www .nordnet.se, www .nordnet.no, www .nordnet.dk 
and www .nordnet.fi.

The institutional offering
Institutional investors in Sweden and from abroad are invited to 
participate in the book-building process during the period 
19–27 October 2021. Applications from institutional investors  
in Sweden and from abroad shall be submitted to the Managers  
(in accordance with special instructions).

Important information regarding LEI and NPID
According to the Directive 2014/65/EU of the European Parliament 
and of the Council of 15 May 2014 on markets in financial instru-
ments (“MiFID II”) all investors need a global identification code to 
be able to carry out securities transactions since 2018. These 
requirements call for all legal entities to apply for registration of a 
LEI-code (Legal Entity Identifier), and all physical persons to learn 
their NPID-number (National Personal ID or National Client Identi-
fier), in order to be able to acquire shares in the Offering. Observe 
that it is the investor’s legal status that determines whether a  
LEI-code or NPID-number is required, and that Managers may not 
be able to execute the transaction for the person in question if a 
LEI-code or NPID-number (as applicable) is not presented. Legal 
entities needing to acquire a LEI-code can turn to any of the suppli-
ers available on the market. Instructions regarding the global 
LEI-system can be found on www .gleif.org/en/about-lei/
get-an-lei-find-lei-issuing-organizations. For physical persons with 
only a Swedish citizenship, the NPID-number is “SE” followed by 
the personal identity number. If the person in question has multiple 
citizenships or another citizenship than Swedish, the NPID-number 
can be any other type of number.

Those intending to apply to acquire shares in the Offering are 
encouraged to apply for registration of a LEI-code (legal entities) or 
learn their NPID-number (physical persons) as early as possible as 
this information needs to be stated in the application.

Volvo Car Group employees
Volvo Car Group employees in Sweden, Belgium, Denmark, Finland, 
Germany, the Netherlands, Norway and Poland who wish to acquire 
common shares of class B in the Offering shall follow specific 
instructions from the Group.

Allotment
Decision on allotment of common shares of class B in the Offering 
will be made by the Company’s Board of Directors and the Principal 
Shareholder in consultation with the Joint Global Coordinators, 
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whereby the goal will be to achieve a strong institutional ownership 
base and a broad distribution of the shares among the general pub-
lic, in order to facilitate a regular and liquid trading in the shares on 
Nasdaq Stockholm. The allotment does not depend on when the 
application is submitted during the application period. Only one 
application per person will be considered.

Allotment to the general public in Sweden, Denmark, Finland 
and Norway
In the event of oversubscription, allotment may not take place or 
take place with a lower number of common shares of class B than 
the application concerns, whereupon allotment wholly or partly may 
take place by random selection. Allotment to those persons receiv-
ing shares in the Offering will occur, in the first place, so that a cer-
tain number of shares are allotted per application. In addition 
thereto, allotment takes place with a certain, equal share of the 
excess number of common shares of class B that the application 
concerns and will only take place in even lots of 50 shares.

In addition, certain related parties to Volvo Car Group and the 
Principal Shareholder, including certain Board members in the  
Company and certain related parties, as well as customers of the 
Managers may be considered separately during allotment. Allot-
ment may also be made to employees of the Managers, however, 
without prioritising them. In such cases, the allotment takes place 
in accordance with the rules of the Swedish Securities Markets 
Association (Sw. Föreningen Svensk Värdepappersmarknad) and 
the SFSA’s regulations.

Allotment to institutional investors
Decision on the allotment of common shares of class B within the 
framework of the offer to institutional investors in Sweden and 
abroad will, as mentioned above, be made with the aim of achieving 
a good and strong institutional owner base. Allotment to the institu-
tions submitting expressions of interest will take place on a fully 
discretionary basis.

However, the Cornerstone Investors, having undertaken to 
acquire common shares of class B in the Offering, will be given pri-
ority in relation to other investors up to the full amount of shares in 
the Offering which they have undertaken to acquire.

Volvo Car Group employees
Volvo Car Group employees in Sweden, Belgium, Denmark, Finland, 
Germany, the Netherlands, Norway and Poland may be considered 
separately during allotment. Any priority for allotment for Volvo Car 
Group employees in Sweden, Belgium, Denmark, Finland, Germany, 
the Netherlands, Norway and Poland will, if made, concern shares 
with a value of up to SEK 30,000 per employee.

Information regarding allotment and payment
The offer to the general public in Sweden, Denmark, Finland 
and Norway 
Allotment is expected to take place on or about 27 October 2021. 
As soon as possible thereafter, contract notes will be sent to those 
having received allotment in the Offering. Those who have not been 
allotted shares in the Offering will not be notified.

Information about allotment can be viewed from 09.00 CEST on  
28 October 2021 on the specified securities depository account or ISK.

Payment for allotted common shares of class B will be deducted 
from the specified securities depository account or ISK on 
1 November 2021. If sufficient funds are not available on the securi-
ties depository account or ISK on the settlement date, 1 November 
2021, or if full payment is not made in due time, allotted shares may 
be transferred and sold to another party. The party who initially 
received allotment of shares in the Offering may bear the differ-
ence, should the selling price in the event of such a transfer be less 
than the Offering Price.

The following shall apply in respect of ISK at SEB, Swedbank, 
Avanza and Nordnet: where an application has resulted in allot-
ment, each broker will acquire a corresponding number of common 
shares of class B in the Offering for sale to the ISK account holder 
at the Offering Price.

The institutional offering
Institutional investors are expected to receive information regarding 
allotment on or about 28 October 2021 in a particular order, where-
upon contract notes will be distributed. Full payment for allotted 
common shares of class B shall be made in cash no later than 
1 November 2021 in accordance with instructions set out in the 
contract note. Note that if full payment is not made in due time, 
allotted shares may be transferred to another party. Should the 
price in the event of such transfer be less than the Offering Price, 
the investor who originally received allotment of shares in the 
 Offering may have to bear the difference.

Registration and recognition of allotted shares
Registration of allotted shares with Euroclear Sweden is, for both 
institutional investors and the public, expected to be effected on or 
about 1 November 2021, after which Euroclear Sweden will distrib-
ute notices stating the number of shares that have been registered 
in the receiver’s securities account. Notification to shareholders 
whose holdings are nominee-registered will take place in accord-
ance with the practices of the respective nominee.

Listing on Nasdaq Stockholm
On 30 August 2021, the listing committee of Nasdaq Stockholm 
assessed that Volvo Car Group meets Nasdaq Stockholm’s listing 
requirements, provided that customary terms and conditions are 
satisfied, including that the distribution requirement for the Compa-
ny’s common shares of class B is met no later than the first day of 
trading in the Company’s common shares of class B on Nasdaq 
Stockholm and that the Company applies for the admission to trad-
ing of its common shares of class B on Nasdaq Stockholm. The 
expected first day of trading on Nasdaq Stockholm is 28 October 
2021. The common shares of class B (with ISIN code 
SE0016844831) will be traded under the ticker VOLCAR B.

Important information regarding sale of allotted shares 
After payments for the allocated shares have been processed by the 
Managers, the duly paid shares will be transferred to the securities 
depository account or the securities account specified by the 
acquirer. The time required to transfer payments and transfer duly 
paid shares to such acquirer means that the acquirer will not have 
shares available in the specified securities depository account or 
the securities account until on or around 1 November 2021. Trading 
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in the Company’s shares on Nasdaq Stockholm is expected to com-
mence on or around 28 October 2021. Accordingly, if shares are not 
available in an acquirer’s securities account or securities depository 
account until on or around 1 November 2021, the acquirer may not 
be able to sell these shares on Nasdaq Stockholm as from the first 
day of trading, but first when the shares are available in the securi-
ties account or the securities depository account.

Stabilisation
In connection with the Offering, Joint Global Coordinators (with 
SEB in charge) may, to the extent permitted in accordance with 
Swedish law, carry out transactions aimed to stabilise, maintain, or 
in other ways support the market price of the Company’s common 
shares of class B, for a period of up to 30 days from the commence-
ment of trading in the Company’s shares on Nasdaq Stockholm. For 
further information on stabilisation, see “Plan of distribution”.

Announcement of the outcome of the Offering
The final outcome of the Offering will be announced through a 
press release which will be available on Volvo Car Group’s website, 
www .volvocars.com, on or about 27 October 2021.

Right to dividend
The common shares of class B comprised by the Offering carry a 
right to dividend for the first time on the record date for dividend 
that occurs following listing of the shares. Decisions regarding the 

distribution of dividend are proposed by the Board of Directors and 
resolved by the General Meeting. Dividend payments are adminis-
tered by Euroclear Sweden or, for nominee-registered sharehold-
ings, in accordance with the procedures of the individual nominee. 
Regarding deduction of Swedish withholding tax, see “Tax consid-
erations–Tax considerations in Sweden”. See also “Business 
description–Dividend policy”.

Terms and conditions for completion of the Offering
The Offering is conditional upon the Placing Agreement being 
entered into between the Company, the Principal Shareholder and 
the Managers, and that certain terms and conditions in the Placing 
Agreement are fulfilled and that the agreement is not terminated. 
Pursuant to the Placing Agreement, the Managers’ commitment to 
procure purchasers for or, if the Managers fail to do so, purchase, 
such common shares of class B themselves is conditional upon, 
among other things, that certain force majeure events and material 
adverse changes to the Group’s business do not occur and certain 
other customary conditions. The Managers may terminate the Plac-
ing Agreement up until the settlement date, 1 November 2021, if for 
example any material adverse event was to occur or if any other 
conditions stipulated by the Placing Agreement are not satisfied,  
in which case the Offering will be suspended and neither delivery 
of, nor payment for, shares will be affected under the Offering. For 
further information, see “Plan of distribution”.

XC90



TERMS AND CONDITIONS

INVITATION TO ACQUIRE SHARES IN VOLVO CAR AB (PUBL)  50

Miscellaneous
Information to investors
The fact that Goldman Sachs, SEB, BNP Paribas, HSBC, J.P. Mor-
gan, Morgan Stanley, Nordea, Carnegie and Swedbank are Manag-
ers does not necessarily imply that the respective bank considers 
the applicant in the Offering (the “Investor”) as a client of the bank. 
The Investor is considered as a client for the Offering with the 
respective bank only if the bank has advised the Investor regarding 
the Offering or otherwise has contacted the Investor individually 
regarding the Offering or if the Investor has applied through the 
respective bank’s branch offices or internet bank. The consequence 
of the respective bank not viewing an Investor of the Offering as a 
client is, for example, that the rules regarding protection of inves-
tors under the Swedish Securities Markets Act (Sw. lagen 
(2007:528) om värdepappersmarknaden) will not be applied to the 
investment. This means that neither the so-called client classifica-
tion nor the suitability assessment will be applicable regarding the 
investment. The Investor is thus solely responsible for having suffi-
cient experience and knowledge to understand the risks involved 
with the investment.

Information to distributors
With reference to the product governance requirements in: (a) 
MiFID II, (b) Articles 9 and 10 in the Commission Delegated Direc-
tive 2017/593/EU of 7 April 2016 supplementing MiFID II, and (c) 
Chapter 8, Sections 13 and 14 of the Swedish Securities Act as well 
as Chapter 5, Section 5 of the SFSA’s regulations regarding invest-
ment services and activities, FFFS 2017:2, (together the “Product 
governance requirements of MiFID II”), and without liability for 
damages that may otherwise rest with a “producer” in accordance 
with the Product governance requirements of MiFID II, shares in 
the Company have been subject to a product approval process, 
where the target market for the shares in the Company are (i) 
non-professional investors and (ii) investors who fulfil the require-
ments of a professional investor and eligible counterparty, each a 
“Target market” pursuant to MiFID II. 

Solely for the purposes of the product governance requirements 
contained within: (a) MiFID II or the directive as it forms part of UK 
domestic law by virtue of the European Union (Withdrawal) Act 
2018, as applicable (“UK MiFID II”); (b) Articles 9 and 10 of Com-
mission Delegated Directive (EU) 2017/593 supplementing MiFID 
II or the directive as it forms part of UK domestic law by virtue of 
the European Union (Withdrawal) Act 2018, as applicable; and (c) 
local implementing measures (together, the “UK MiFID II Product 
Governance Requirements”), and disclaiming all and any liability, 
whether arising in tort, contract or otherwise, which any “manufac-
turer” (for the purposes of the UK MiFID II Product Governance 
Requirements) may otherwise have with respect thereto, the shares 

in the Offering have been subject to a product approval process, 
which has determined that such shares are: (i) compatible with an 
end target market of retail investors and investors who meet the 
 criteria of professional clients and eligible counterparties, each as 
defined in UK MiFID II; and (ii) eligible for distribution through 
all distribution channels as are permitted by UK MiFID II (the 
“UK Target Market Assessment”). 

Notwithstanding the Target market assessment or the UK Target 
Market Assessment, the distributors shall note that: the value of the 
common shares of class B in the Company may decrease and it is 
not guaranteed that an investor will get whole or a part of the 
invested amount in return; shares in the Company do not offer a 
guaranteed income or a capital protection; and an investment in 
shares in the Company is only suitable for an investor who does not 
need a guaranteed income or a capital protection who is capable 
(alone or together with a suitable financial or other advisor) of evalu-
ating the benefits and the risks with such an investment and who 
has sufficient financial means to bear such losses that may arise 
thereof. The Target market assessment or the UK Target Market 
Assessment does not affect the requirements of any contractual, 
legal or regulatory selling restrictions in relation to the Offering. 
Furthermore, it is noted that, notwithstanding the Target market 
assessment and the UK Target Market Assessment, the Managers 
will only procure investors who meet the criteria of professional cli-
ents and eligible counterparties. The Target market assessment and 
the UK Target Market Assessment shall not be considered as (a) a 
suitability assessment pursuant to MiFID II or UK MiFID II; or (b) a 
recommendation to any investor or group of investors to invest in, 
purchase, acquire, or take any other action regarding shares in the 
Company. Each distributor is responsible for its own Target market 
assessments regarding shares in the Company and to determine 
the appropriate distribution channels.

Information about handling personal information
Anyone acquiring common shares of class B in the Offering will 
submit information to the Managers or Avanza or Nordnet. Personal 
information submitted to Managers or Avanza or Nordnet will be 
processed in data systems to the extent required to provide ser-
vices and administer customer arrangements. Personal information 
obtained from sources other than the customer may also be pro-
cessed. The personal information may also be processed in the data 
systems of companies or organisations with which Managers or 
Avanza or Nordnet cooperate. Information pertaining to the treat-
ment of personal information can be obtained from Managers or 
Avanza or Nordnet offices, which also accept requests for the recti-
fication of personal information. Address details may be obtained 
from Managers or Avanza or Nordnet through an automatic proce-
dure executed by Euroclear Sweden.
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Introduction to Volvo Car Group’s addressable markets
Volvo Car Group’s addressable market is the global premium pas-
senger car market. In recent years, Volvo Car Group’s market share 
on the global premium passenger car market has increased from 
4.9 per cent in 2016 to 6.3 per cent in 2020. During the twelve 
months ended 30 June 2021, Volvo Car Group sold more than 
770,000 cars in over 100 countries. Volvo Car Group has adopted 
mid-decade ambitions, including reaching sales volumes of 1.2 mil-
lion cars per year globally, where at least 50 per cent should be 
electric cars (for further information, see “Business description–
Mid-decade ambitions”). 

The following chart sets forth Volvo Car Group’s unit sales split 
between Europe, China, United States and the rest of the world 
(“ROW”) in the twelve months ended 30 June 2021.

Low cost/economy
The low cost/economy segment represented 9.0 million unit sales 
in 2020, or 13.1 per cent of the total market. Cars included in this 
segment are entry-level models, small (compact or subcompact), 
lightweight, and economical to own. Key brands include Brilliance, 
BYD, Changan, Chery, Dongfeng, Fiat,1 Geely Auto, Hyundai2 and 
Suzuki.

Mid-market
The mid-market segment represented 48.7 million unit sales in 
2020, or 71.2 per cent of the total market. Mid-market cars are 
equipped with improvements in car technology and safety features 
typically absent in the low cost/economy segment, making them 
more comparable to premium cars. Key brands include Chevrolet, 
Chrysler, Citroën, Fiat, Ford, Honda, Hyundai, Nissan, Peugeot, 
Renault, Toyota and Volkswagen. The mid-market segment also 
includes LYNK&CO.

Premium
The premium segment represented 10.6 million unit sales in 2020, 
or 15.5 per cent of the total market. Defined as the class of cars 
with higher specifications and features, such as advanced safety 
options, state-of-the-art entertainment technology and better 
engine and handling, compared to mid-market cars. Key brands, in 
addition to Volvo, include Alfa Romeo, Acura, Audi, BMW, Cadillac, 
Infiniti, Jaguar, Land Rover, Lexus, Mercedes Benz, MINI, Porsche3 
and Tesla. Polestar is another brand included in this segment. 

Super-premium
The super-premium segment represented 0.1 million unit sales in 
2020, or 0.1 per cent of the total market. This class of cars is meant 
to deliver luxury, conveys exclusivity and is typically produced in 
limited units. Key brands include Aston Martin, Bentley, Ferrari, 
Lamborghini, Maserati, Porsche and Rolls-Royce.

Total passenger car market
The mid-market represents the majority of the total car market. 
However, in recent years, the premium car market share of the total 
market has increased from 12.4 per cent in 2016 to 15.5 per cent in 
2020. The premium market is estimated to grow further, from 15.7 
per cent share of the total market in 2021 to 16.4 per cent in 2025.

1) Fiat has models in both the low cost/economy segment and in the  
mid-market segment.
2) Hyundai has models in both the low cost/economy segment and in the 
mid-market segment.
3) Porsche has models in both the premium segment and in the super-premium 
segment.

This industry overview contains statistics, data and other information relating to markets, market sizes, market shares, 
market positions and other industry data pertaining to the Company’s markets and business. Unless otherwise indicated, 
the information presented in this section is derived from the Frost & Sullivan Report, which was commissioned for and 
paid by the Company. For additional information, please refer to “Presentation of financial and other information–Industry 
and market data”.

ROW 14.7%

US 16.9%

China 25.4%

Europe 42.9%

Introduction and market definitions
The automotive industry is a fundamental pillar and critical growth 
engine of the global economy, contributing with 10 per cent of the 
global gross domestic product (“GDP”). In 2020, the total passen-
ger car market represented 68.4 million unit sales globally. Frost & 
Sullivan classifies the market into the following segments: low 
cost/economy, mid-market, premium and super premium.

Below is a description of each segment in the passenger car mar-
ket. Each description includes examples of common brands within 
the respective segments. These brand examples are non-compre-
hensive and some brands have different car models in different seg-
ments. 

Industry overview
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The following chart sets forth the actual and forecasted relative 
market share by segment from 2016 to 2025.

20202019 2021F 2022F201820172016 2025F2024F2023F

Mid-market, %
Super-premium, %

Low cost/economy, %
Premium, %

73.8

12.4

0.1

72.2

12.9

0.1

72.6

13.4

0.1

72.6

14.5

0.1

71.2

15.5

0.1

70.7

15.7

0.1

70.9

15.8

0,1

70.6

16.1

0.1

70.5

16.4

0.1

70.9

15.9

0.1

13.7 14.9 13.9 12.8 13.1 13.5 13.2 13.1 12.913.1

The following chart sets forth the unit sales compound annual 
growth rate (“CAGR”) between 2016 and 2019 for Volvo Car 
Group and the top three premium brands4 as well as other OEMs to 
put their growth in perspective to multiple OEMs in the overall mar-
ket. Although Audi is included as a brand in the graph below, 
Volkswagen Group is included as well, as the Volkswagen Group 
has a significant share of sales from other brands than Audi. Among 
the brands and OEMs included in the chart, Tesla was the fastest 
growing, followed by Volvo Car Group. 
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Million unit sales in 2019.

4) The brands presented separately are Audi (part of the Volkswagen group), 
BMW (part of the BMW group), Mercedes-Benz (part of Daimler) and Volvo.

Overview of the premium segment
Overview
Premium cars are generally priced above USD 50,000 (average 
price range between USD 60,000 and USD 75,000), with a few 
top-end variants produced in limited quantities. Traditionally, mar-
ket demand is concentrated in developed regions, such as Europe, 
North America and selected countries within the Middle East and 
Asia-Pacific with the highest personal income levels. China’s 
increasing economic prosperity has resulted in the rapid growth of 
its premium car market in the past decade, which is forecast to 
continue, alongside improving prospects in other developing mar-
kets such as India and several nations in Southeast Asia.

The following chart sets forth the actual and forecasted million 
unit cars sales by region in the premium market from 2016 to 2025.

20202019 2021F 2022F201820172016 2025F2024F2023F

Europe ROWChina US
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The premium segment has in recent years witnessed stronger 
growth compared to the total passenger car market. The global 
sales volume of premium passenger cars grew from 10.3 million 
units in 2016 to 11.6 million in 2019, but declined to 10.6 million 
units in 2020 as a result of the COVID-19 pandemic. The premium 
market demonstrated a CAGR of 3.9 per cent between 2016 and 
2019 while the total passenger car market declined with 1.2 per 
cent during the same period. The premium market decreased by 
8.2 per cent from 2019 to 2020, while the total passenger car mar-
ket decreased by 14.7 per cent. In 2021, the premium market is 
estimated to grow by 13.4 per cent compared to 2020, while the 
total market is estimated to grow by 12.6 per cent.

Evidenced resilience
While the total passenger car market declined by 32.3 per cent in 
the second quarter of 2020 compared to the second quarter in 
2019, the premium car market only declined by 24.1 per cent during 
the same period. In the first quarter of 2020, premium brand car 
sales constituted 14.8 per cent the total market. In the following 
quarter, the premium segment’s share of the total market increased 
to 16.2 per cent. All in all, the premium car market demonstrated 
higher resilience during the COVID-19 pandemic compared to the 
total car market.

The following chart sets forth the year-over-year growth by quarter 
in the total passenger market and the premium market from the first 
quarter in 2019 to the first quarter in 2021.

Q1
19–20

Q2
19–20

Q3
19–20

Q4
19–20

Q1
20–21

–23.6
–18.0

–32.3

–24.1

–4.2

3.6 1.0
4.2

18.9

27.2

+4.3

–9.2

Passenger vehicles, %

Growth Q1 2019–2020, %

Premium passenger vehicles, %

The outperformance of the premium passenger car market is fore-
cast to sustain, with unit sales projected to reach 14.9 million units 
in 2025, exhibiting an expected CAGR of 5.4 per cent, calculated 
from 2021, which can be compared to an expected CAGR of 4.2 
per cent for the total market during the same period. The steady 
increase in market demand is expected to strengthen OEMs’ inter-

S90
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est in the lucrative premium market, contributing to the launch of 
several new models over the period, to rapid initiatives to shift the 
market towards electric cars. 

Among the regional markets for premium passenger cars, Europe 
is expected to witness the fastest growth during the forecast 
period from 2021 to 2025, at a CAGR of 7.6 per cent, followed by 
the rest of the world at 6.5 per cent. Europe’s high growth is driven 
by initiatives to shift the markets towards electric cars, while the 
growth for the rest of the world is primarily attributed to rising con-
sumer demand for premium cars in several developing markets, 
such as India, Southeast Asia, and the Middle East. 

China, the largest market for premium cars in 2020, is expected 
to maintain its growth momentum, although at a slower rate, as the 
market matures. By 2025, Europe is expected to be the largest 
market in the premium segment. 

Competitive landscape
Globally, ranked by sales volume in 2020, the top five premium pas-
senger cars brands were Mercedes-Benz, BMW, Audi, Volvo Car 
Group and Lexus. The top five brands together accounted for 65.0 
per cent of the market. Tesla is a noteworthy competitor in the top 10 
gaining a slot purely on its electric vehicle portfolio.

The following table sets forth the market share of the top 10 
competitors on the premium market in 2020 and their respective 
market share in 2016 and 2020 globally and split by region. 

To cope with stringent emission regulations and the consumer shift 
towards premium vehicles, premium car OEMs are shifting their 
focus from high-performance vehicles to luxury electric vehicles 
and hybrid vehicles, typically having a high level of connectivity, lux-
ury and digital features. Partly as a result of the growing promi-
nence of Tesla, the trendsetter of premium electric and connected 
cars within the global premium car market, the OEMs are quickly 
shifting gears to expand their electric car portfolios. To sustain their 
ambitious growth plans in electric vehicles, premium car OEMs 
such as Mercedes-Benz, BMW, Audi and Volvo Car Group, are 
investing heavily in battery technologies and manufacturing facili-
ties. Volvo Car Group is adapting the shift towards electrification 
with sustainability in focus and has also strengthened its electric 
vehicles portfolio further by offering an electric option of all car 
models (see “Business description–Volvo models” and “Business 
description–Product creation–Engine architecture–Electrifica-
tion”).

Comparing Volvo Car Group to the three leading players within 
the premium segment (Mercedes-Benz, BMW and Audi), Volvo Car 
Group has consistently shown a higher revenue growth since 2014 
up and including the twelve months ended 30 June 2021.5 In terms 
of volumes, Volvo Car Group outperformed the top three players 
from 2016 to 2020 by achieving the highest sales volume CAGR 
between 2016 and 2019 and displaying higher resilience in volume 
growth between 2019 and 2020 during the COVID-19 pandemic. 

5) Based on revenue as reported in their annual and interim reports.

Global
Mercedes- 

Benz BMW Audi Volvo Lexus Tesla Cadillac
Land 

Rover MINI Porsche

2016 18.7% 17.8% 17.2% 4.9% 5.8% 0.7% 3.0% 3.7% 3.4% 1.8% 

2020 19.1% 18.2% 15.2% 6.3% 6.2% 4.2% 3.5% 2.8% 2.6% 2.0% 

China
Mercedes- 

Benz BMW Audi Lexus Cadillac Volvo Tesla Porsche
Land 

Rover Lincoln

2016 21.2% 21.2% 26.2% 4.9% 5.6% 4.0% 0.5% 2.7% 4.6% 1.5% 

2020 22.7% 22.1% 20.7% 6.8% 6.7% 6.1% 4.2% 2.3% 2.2% 1.9% 

US
Mercedes- 

Benz BMW Lexus Audi Tesla Acura Cadillac Volvo Lincoln
Land 

Rover

2016 15.5% 13.9% 14.8% 9.4% 1.8% 7.1% 7.6% 3.7% 5.0% 3.3% 

2020 13.6% 13.6% 13.4% 9.1% 8.3% 6.6% 6.3% 5.4% 5.1% 4.0% 

Europe
Mercedes- 

Benz BMW Audi Volvo MINI
Land 

Rover Tesla Lexus Porsche Jaguar

2016 23.2% 23.0% 22.9% 7.8% 5.6% 4.6% 0.4% 1.9% 1.6% 1.8% 

2020 24.2% 23.0% 19.9% 9.6% 5.5% 3.8% 3.1% 2.2% 2.0% 1.6% 

ROW
Mercedes- 

Benz BMW Audi Lexus Volvo MINI Tesla Porsche
Land 

Rover Cadillac

2016 11.0% 8.9% 5.0% 4.4% 1.5% 2.4% 0.1% 0.7% 1.3% 0.8% 

2020 10.5% 8.1% 4.3% 4.1% 2.3% 2.2% 1.8% 1.0% 1.0% 0.8% 
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The following graph sets forth the actual and forecasted volume 
growth of key premium passenger car OEMs globally between 
2016-2019, 2019-2020 and 2020-2025.
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Industry trends and drivers for long-term market growth
Below is a summary of industry trends and drivers impacting the 
long-term market growth in the total passenger car market. The 
last-mentioned trends “Importance of Chinese market in the pre-
mium segment” and “Rise of SUVs in the premium segment” are 
trends that are of particular relevance for the premium segment. 
• Demographic shifts and changes in consumer preferences: 

Younger generations are considered to have higher spending 
power and to be relatively fast adopters of new products and 
technologies owing to their high income levels and experi-
ence-oriented lifestyles. They tend to prefer cars with advanced 
technology and high comfort features, boosting demand for pre-
mium passenger cars. Young customers also tend to have greater 
awareness and are often proactive in adopting environmental-
ly-friendly car technologies, driving demand for electric cars and 
other low emission cars.

• Environmental and regulatory shifts: Governments worldwide 
encourage and support automotive industry participants and car 
buyers to transition towards low- and zero-emission cars. Many 
European nations have imposed car emission reduction initia-
tives, for example, the United Kingdom and Germany are seeking 
to ban ICE car sales from 2030 and other countries are planning 
to impose similar bans by 2035 or 2040. The EU’s latest CO2 
regulation offers an incentive mechanism for zero- and low-emis-
sion vehicles (“ZLEVs”). The U.S. government has announced its 
intention that the U.S. market should have a 50 per cent share of 
zero-emission cars by 2030 and developed Asian economies 
plan to adopt similar regulations soon. China targets a 50 per 
cent share of electric vehicles within new car sales by 2035. 
China, France, Spain, Italy and the United Kingdom also extend 
subsidies and incentives for electric vehicle buyers.

• Electrification of car powertrains: For a detailed description on 
electrification, please refer to “–Electrification” below.

• Connectivity and digitalisation: For a detailed description on 
connectivity and digitalisation, please refer to “–Connectivity 
and digitalisation” below.

• Autonomous vehicles: For a detailed description on autono-
mous vehicles, please refer to “–Autonomous vehicles” below.

• Shared and more flexible forms of mobility: For a detailed 
description on shared and more flexible forms of mobility, please 
refer to “–Shared and more flexible forms of mobility” below.

• Changing ownership patterns: A growing share of car buyers 
are opting for electric vehicles or premium low-emission cars, 
driven by multiple factors, including emission regulations, gov-
ernment incentives, and environmental concerns. Younger cus-
tomers tend to emphasise car experience over ownership and 
also tend to prefer to use premium low-emission cars. Accord-
ingly, OEMs offer customers flexible car usage options such as 
lease and subscription instead of purchase, particularly for elec-
tric vehicles and premium cars. As a result, these cars are also 
most sought after by shared mobility service providers and users.

• Automotive retail innovations post-pandemic: The COVID-19 
pandemic has speeded up a retail transformation, with custom-
ers increasingly making purchases on online platforms, including 
car purchases. This trend is expected to boost the “direct sales” 
as a share of the passenger car market for the next two to three 
years and expected to evolve to become a permanent driver for 
optimised online retailing solutions across different digital plat-
forms.

• Importance of the Chinese market in the premium segment: 
China, currently the world’s largest passenger car market, was 
also the largest market for premium passenger cars in 2020, 
accounting for about 32.3 per cent of the global market in this 
segment. 3.4 million premium passenger cars were sold in China 
in 2020, and the forecast projects 4.5 million units to be sold in 
2025. The premium car segment in the Chinese passenger car 
market witnessed a CAGR of 11.8 per cent from 2016 to 2019, 
as compared to the total market decline of 3.5 per cent in China 
during the same period. The premium car segment in China is 
forecast to record the fastest growth among all segments in 
China during the period 2020 to 2025, at a CAGR of 5.7 per cent 
as compared to the overall Chinese market growth of 5.4 per 
cent. 

• Rise of SUVs in the premium segment: Between 2016 and 
2020, the share of SUVs within the global passenger car sales 
increased from 21.2 per cent to 30.9 per cent. During the same 
period, the share of SUVs within premium passenger car sales 
grew from 31.8 per cent to 41.9 per cent, indicating a strong 
market shift towards premium SUVs. Within China, the largest 
individual country market accounting for 32.3 per cent of global 
premium passenger car sales in 2020, SUV sales contributed to 
45.2 per cent of the market. Within the US, the second-largest 
individual country market accounting for 19.2 per cent of global 
premium passenger car sales in 2020, SUV sales contributed 
54.9 per cent of the market. The trend of increasing share of 
SUVs is expected to continue, both within the global passenger 
car market and within the premium segment. 
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Summary of key trends
Each of the trends above has a specific effect on the global passen-
ger car market. Most often, these trends complement and reinforce 
each other to result in a more substantial impact. For example, 
demographic shifts complement ownership patterns, which in turn 
complement environment and regulatory changes. Together, these 
trends promote car electrification and the sustained shift of the 
passenger car market towards premium cars and electric cars. Sim-
ilarly, connectivity and digitalisation reinforce the growth of autono-
mous cars and shared mobility. These trends are expected to boost 
new passenger car demand, transform business models and 
expand the revenue mix of OEMs and other stakeholders in the 
automotive value chain.

Electrification
Market segmentation
The car market can be classified into the following powertrain 
types: ICE, fully electric car, PHEV and “other”. Unless anything 
else is stated, in the charts in this section ICE vehicles include mild 
hybrid electric vehicles (“MHEVs”), fully electric cars include fully 
electric cars only, PHEVs include PHEVs only and “other” includes 
extended-range electric vehicles (“EREVs”), fuel cell electric vehi-
cles (“FCEVs”), hybrid electric vehicles (“HEVs”) and plug-in fuel 
cell electric vehicles (“PFCEVs”).

The following graph sets forth the actual and forecasted global 
million unit sales by powertrain type from 2016 to 2025.

Fully electric
Other

ICE
PHEV

20202019 2021F 2022F201820172016 2025F2024F2023F

83.2 85.2 84.1
80.2

68.4

77.1
81.5 85.0

88.2 90.8

Key drivers
The key drivers for an increased share of fully electric cars and 
PHEVs are set forth below.
• Air quality mandates and regulatory emission compliance: 

Fuel economy and vehicular tailpipe emission compliance obliga-
tions are among the key drivers of powertrain electrification. 

• Consumer awareness and interest in electric vehicles: Electric 
vehicle sales have grown in certain markets due to rising con-
sumer awareness about their sustainability and environmental 
benefits.

• Industry investments and commitments: OEM spending on 
e-mobility is estimated to reach USD 300 billion over the next 
few years.

• Battery technology and manufacturing advancements: In 
terms of battery production, more than 200 GWh of installed 
capacity existed as of June 2021 for e-mobility products, and 
over 40 battery factories have been planned globally to achieve 
higher economies of scale and cater to the rising demand for 
electrification.

• Charging station infrastructure advancements: In the past five 
years, public charging networks have increased deployments of 
high-power direct current charging that reduce the time needed 
to charge a full battery of an electric vehicle from hours to 
 minutes.

Key restraints
The key restraints for an increased share of fully electric cars and 
PHEVs are set forth below.
• Supply chain bottlenecks: The increased demand for electronic 

content will stretch existing supply chains, which already face the 
significant challenge of accelerating operations to match spiral-
ling demand.

• Alignment of skilled manpower: The required industry-specific 
skillsets aligned towards software, electronics, and other associ-
ated services could be in short supply.

• Upfront costs: Although the operating costs of a fully electric car 
are lower than that of an ICE vehicle, the upfront costs of a fully 
electric car are currently higher than that of an ICE vehicle. How-
ever, this upfront cost differential is expected to decrease in time, 
and until cost parity can be organically achieved, it will be critical 
for governments to continue to provide support through subsi-
dies and incentives.

• Creating an electric vehicle ecosystem: Regulating grid infra-
structure and setting up nationwide charging networks will be 
critical to support the development of a robust electric vehicle 
ecosystem.

• Charging station infrastructure gaps: A much greater number 
of public charging points than what is currently in place will be 
needed.

Historical and forecast growth rates of fully electric cars and 
PHEVs
The global market for fully electric cars and PHEVs nearly tripled in 
the past three years from 1.2 million units in 2017 to 3.2 million 
units in 2020. The market is estimated to reach 13.7 million sales 
by 2025, with China and Europe emerging as the markets with the 
highest adoption levels. China is forecast to maintain its position as 
the largest market for fully electric cars due to government man-
dates under the New Energy Vehicles Technical Roadmap 2.0, with 
an estimated roll-out of 5.2 million units by 2025. Along with fully 
electric car growth, Europe is expected to dominate the PHEV 
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adoption taking up 53.3 per cent of the global share at an esti-
mated 1.4 million units by 2025. Overall, the fully electric car seg-
ment is projected to have accelerated growth and lead the overall 
electric vehicle market with a global penetration of 12.3 per cent, 
whereas the growth of PHEVs is forecast to flatten out closer to 
2025.

The following graph sets forth the actual and forecasted million 
unit fully electric car sales by region from 2016 to 2025.

20202019 2021F 2022F201820172016 2025F2024F2023F

0.4 0.8 1.3 1.7 2.1

3.6

5.4

7.3

9.2

11.2

Europe ROWChina US

The following graph sets forth the actual and forecasted million unit 
PHEV sales by region from 2016 to 2025.
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Several OEMs have announced their aspirations for electrification. 
According to targets set by key OEMs mentioned in the table 
below, their fully electric car portfolios are forecast to reach  
8.1 million annual car sales by 2025. These OEMs’ plans represent 
aspirational milestones. In reality, however, these objectives may 
not be fully realised due to external challenges, such as the lack of 
charging infrastructure, insufficient government incentive plans, 
raw material supply chain bottlenecks, and manufacturing capacity 
limitations.

V90
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The following table sets forth global electric vehicle targets publicly 
announced by selected OEMs, and Frost & Sullivan’s estimate of 

OEM Car brands Announced global electric vehicle target Announcement date

Frost & Sullivan  
estimated annual  
fully electric car  
sales volume (2025)

Frost & Sullivan  
estimated fully electric 
car share as % of 
annual car sales (2025)

BMW Group BMW, MINI,  
Rolls-Royce

Deliveries of fully electric models  
to grow by well over 50 per cent 
annually on average by 2025

17 March 2021 0.4m 13%

Daimler Mercedes-Benz, 
Smart

Unit sales of battery-electric vehicles 
are set to increase to 15-25 per cent 
of total unit sales by 2025, depending 
on individual customer preferences 
and public infrastructure development

6 October 2020 0.5m 20%

Ford Group Ford, JMC, Lincoln Expects 40 per cent of global vehicle 
volume to be all-electric by 2030

26 May 2021 0.5m 12%

GM BrightDrop, Buick, 
Cadillac, Chevrolet, 
Cruise, GMC, Ravon

GM is targeting annual global electric 
vehicle sales of more than 1 million by 
2025

16 June 2021 1m1) 19%

Hyundai Motor 
Group

Genesis, Horki, 
Hyundai, IONIQ, Kia

Hyundai Motor Group plans to  
introduce 23 BEV models and sell 1 
million BEV units worldwide by 2025

2 December 2020 1m2) 15%

Nissan Motor  
Corporation

Infiniti, Nissan Nissan Motor Corporation has set  
the goal to achieve carbon neutrality 
across the company’s operations and 
the life cycle of its products by 2050. 
As part of this effort, by the early 
2030s every all-new Nissan vehicle 
offering in key markets will be  
electrified.

27 January 2021 N/A N/A

Volvo Car Group Volvo By the middle of this decade, Volvo 
Car Group aims to sell 1.2 million cars 
globally, with at least half being fully 
electric cars

27 May 2021 0.6m3) 50%3)

1)  Represents General Motor’s publicly announced target.
2) Represents Hyundai Motor Group’s publicly announced target.
3)  Represents Volvo Car Group’s mid-decade ambitions (see “Business description–Mid-decade ambitions”).

Transport and Environment’s (“T&E”)6 electric vehicle readiness 
index measures to what extent OEMs are prepared for the transfor-
mation to electrification. The index assesses and compares ten 
OEMs who previously have been focused on producing ICE vehi-
cles. The electric vehicle readiness index takes into account both 
quantitative data from OEMs’ production, their publicly announced 
sales targets and an assessment of OEMs’ industrial strategies to 
reach their respective target, notably electric vehicle architecture 
such as platforms, technology mix, actions in battery manufactur-
ing and supply chains and charging infrastructure.7

The electric vehicle readiness index is based on 100 points and 
divided equally between two criteria; fully electric car ambition and 
industrial strategy. The fully electric car ambition criteria (50 points) 
rates fully electric car sales ambitions through the decade, including 
share of fully electric cars sold in 2020, the share of fully electric 
cars in the EU production mix in 2025 as well as OEM public 
announcements for the 2030 fully electric car sales, or IHS Markit  
 

6) T&E is an independent pan-European association with scientific and educa-
tional aims, with no political affiliation and devoid of any profit-making motive
7) Transport & Environment (2021). Promises, but no plans.

production share when no clear fully electric car commitment is 
made. The ambitions for 2030 are scored with the amount of 
points as the ambitions for 2020 and 2025 combined. The indus-
trial strategy criteria (50 points) is a qualitative rating of OEM strat-
egies including announcements on different fields such as Euro-
pean battery manufacturing plants (maximum 20 points), the use of 
a fully electric car dedicated platform (maximum 20 points) or the 
support of deployment of the electric vehicle charging infrastruc-
ture (maximum 10 points).7

their fully electric car sales volumes and fully electric car share of 
annual car sales by 2025.
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The graph below sets forth the results from T&E’s electric vehicle 
readiness index (as of June 20218). According to T&E, Volkswagen 
Group and Volvo Car Group are at the forefront in the transforma-
tion towards electrification amongst the OEMs included in the anal-
ysis as set out in the table below.9 

Hyundai – KIA

Renault Group

Jaguar – Land rover

Daimler Volkswagen Group

Stellantis

BMW

Toyota

Ford

Volvo Car Group
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Market penetration of fully electric cars and PHEVs increased from 
2.8 per cent in 2019 to 4.7 per cent in 2020. This growth trend is 
forecast to surge to 15.1 per cent penetration by 2025 at 13.7 mil-
lion sales. Owing to the stringent regulatory push and public 
announcements by OEMs, fully electric cars are projected to lead 
with 11.2 million sales by 2025, accounting for 12.3 per cent of the 
global passenger car sales. 

The following graph sets forth the actual and forecasted passen-
ger car market share breakdown by powertrain type from 2016 to 
2025.
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Premium electric car market
The global premium market for fully electric cars and PHEVs is fore-
cast to reach an estimated 4.3 million sales by 2025, with a market 
penetration of 28.9 per cent, and fully electric cars are projected to 

8) This analysis was made prior to Volvo Car Group’s announcement regarding 
memorandum of understanding for a partnership with Northvolt.
9) Transport & Environment (2021). Promises, but no plans.

constitute a significant part of the premium market with a penetra-
tion rate of 22.7 per cent, accounting for 3.4 million sales by 2025. 
PHEVs are forecast to account for 6.2 per cent, while ICE vehicles 
are forecast to account for 67.9 per cent of the premium market 
by 2025.

The following graph sets forth the actual and forecasted pre-
mium passenger car market share breakdown by powertrain type 
from 2016 to 2025.
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Premium fully electric car market
The premium market is predicted to have a faster adoption rate of 
fully electric car sales compared to the total market. By 2025, fully 
electric car sales are projected to constitute 22.7 per cent of the 
premium market, while fully electric car sales are projected to only 
constitute 12.3 per cent of the total market. The premium fully elec-
tric car market, currently dominated by Tesla, is expected to expand 
with an influx of new fully electric car platforms and models 
launched by established premium OEMs, including Volvo Car Group 
and new brands entering the market, such as NIO and Polestar. All 
new electric platforms will drive the all-electric penetration in the 
premium segment.

The following graph sets forth the actual and forecasted global 
premium fully electric car market share by brand in 2020 and 2025. 
In the graph, the various fully electric cars include fully electric cars, 
FCEV and PFCEV. However, FCEV and PFCEV had close to zero 
per cent market shares in both 2020 and 2025. 
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By 2025, Volvo Car Group and Polestar’s market share is estimated 
to be 8.9 per cent and 3.1 per cent, respectively. Volvo Car Group’s 
fully electric car forecasted market share in 2025, as set out above, 
relies on the assumption that Volvo Car Group will sell approxi-
mately 300,000 fully electric cars. In comparison, Volvo Car 
Group’s mid-decade ambition implies a sales volume of 600,000 
fully electric cars (see “Business description–Mid-decade ambi-
tions”). Therefore, the estimate of 300,000 fully electric cars could 
be viewed as conservative.

Fully electric car-focused brands 
There is a growing trend of fully electric car-focused automotive 
brands that primarily target the premium electric vehicle segment. 
Some of these new OEMs may have limited distribution networks, 
manufacturing infrastructure and presence in only one or two coun-

tries. Although these brands are forecast to grow rapidly over the 
next few years, they are expected to achieve small sales volumes 
and remain marginal competitors in the segment. Examples of such 
companies include Rivian, Byton, and Lucid. Additionally, there is a 
growing trend of traditional OEMs revamping existing premium 
brands into independent entities which focus exclusively on pre-
mium electric vehicles. Such brands are able to leverage estab-
lished market presence and complement their parent company’s 
premium vehicle portfolio to rapidly gain sales volumes within a 
short duration. A prominent example of this type is Polestar. More-
over, examples of fully electric car-focused brands in the premium 
segment include Tesla, Rivian and Byton.

The below table sets forth unit sales, growth and market focus of 
prominent fully electric car focused brands during 2020 to 2025 as 
estimated by Frost & Sullivan.

Fully electric focused/ 
exclusive OEM

Market capitalisation  
in billion USD1) 2020 unit sales 2025 unit sales forecast

Geographic markets with BEV 
sales during 2020-2025

Polestar N/A 9,849 105,955 US, Europe, China

Rivian N/A 0 42,709 US

Lucid N/A 0 30,142 US, Europe

Nio 83 44,493 136,418 China

Li Auto 31 32,624 83,997 China

Xpeng 41 27,092 70,580 China

1) Factset (as of 1 July 2021).

Battery market and technology progression
In the past decade, lithium-ion battery technology maturity and 
increased commercial-scale cell manufacturing have catalysed 
improvements in electric vehicle battery performance and cost 
reduction. 

Technological disruption has enabled acceleration of commer-
cial-scale manufacturing to meet the demand for lithium-ion cells in 
electric vehicles. In 2010, about 160 MWh of lithium-ion batteries 
were installed in electric vehicles. In 2020, the electric vehicle bat-
tery installation was about 140 GWh, with demand forecast to 
surge. By 2025, the installed capacity is projected to reach 1.2 
TWh in total, with the expected availability of more than 100 lithi-
um-ion cell manufacturing plants and battery factories globally. 
Currently, about 60.0 per cent of the plants are located in China, 
while Europe is emerging as a hotspot for lithium-ion cell produc-
tion. In 2017, the European Commission launched the European 
Battery Alliance to encourage battery manufacturers to set up pro-
duction plants in the region. As a result, by 2025, it is projected to 
be about 22 battery manufacturing suppliers in Europe. 

In order to ramp up premium electric car production, Volvo Car 
Group has set up an electric vehicle battery assembly plant in 
Ghent, Belgium and Luqiao, China, with plans to expand its manu-
facturing network to South Carolina, United States. Furthermore, 
on 21 June 2021, Volvo Car Group announced a partnership with 
Northvolt regarding R&D, battery cell sourcing and a battery 

 factory production. Volvo Car Group also has long-term supply 
agreements with CATL and LG Chem Ltd. Several other premium 
car manufacturers, including Tesla, are investing in in-house cell 
manufacturing, while BMW and Daimler are focused on battery 
assembly core competencies, earmarking EUR 10 billion and 
EUR 20 billion, respectively, to secure battery cells with strategic 
suppliers. 

For more information on Volvo Car Group’s battery strategy, see 
“Business description–Product creation–Batteries”.

Evolution of charging infrastructure to support eMobility
As the electric vehicle market evolves towards offering larger batter-
ies and vehicles with improved performance achieving similar ICE 
vehicle range, access to public charging infrastructure becomes the 
next pillar supporting a positive customer experience, both in terms 
of enabling widespread mobility and providing opportunities for a 
faster charging experience than possible at home. The latter being 
of particular relevance to the premium vehicle market and influenced 
by the positive experiences of Tesla drivers and their use of its dedi-
cated “supercharger” network. However, the fragmented growth of 
the public charging market and variety of emerging brand networks 
create barriers to access for drivers. Multiple subscription contracts 
are required to access these networks, which have different geo-
graphical coverage, pricing structures, and make the public charging 
process inconvenient, especially compared to the pay-as-you-go 
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model used for ICE fuelling. In recognising this issue, the market is 
now focused on enabling more interoperability through partnerships 
between major network operators. This allows drivers to access a 
larger multi-brand network using only a single subscription contract 
and access card. Other operators are pursuing fully-open models 
that enable drivers to pay per use, focusing on convenience, faster 
charging speeds and reliability as crucial sources of competitive 
advantage. 

Legislators in all regions, particularly China, recognise their piv-
otal role in supporting this market to provide widespread and 
affordable infrastructure and have pledged to continue promoting 
its deployment with favourable policies and financing. The U.S 
administration’s goal of installing 500,000 new electric vehicle 
chargers by 2030 is the most recent example of a direct govern-
mental policy action. The EU has also set targets for 1 million public 
charging points by 2025 and 3 million by 2030.

OEM strategies on future electric vehicle platforms
The exponential growth of fully electric car sales in a span of three 
years by 280 per cent to cross the 2 million car unit mark in 2020 is 
a strong testament to the popularity of the fully electric cars. To 
capitalise on the growing demand for electric vehicles, OEMs plan 
to launch 290 fully electric car models between 2021 and 2025. 

Until recently, several OEMs have been using conventional and 
multi-energy platforms to offer fully electric cars. The challenge 
with using conventional platforms is that the amount of time, effort 
and money spent to retrofit the platform with batteries, motors and 
related hardware is very high, while multi-energy platforms have 
inherent design limitations that make them unfeasible to offer sev-
eral fully electric car models. This approach results in additional 
manufacturing cost per car to be reflected on pricing, at a time 
when customers’ willingness to pay is on the decline, which does 
not make it a viable business case. The incremental cost will be 
higher for premium and super premium cars as the volumes manu-
factured are lower. Also, the automotive industry’s transition to con-
nected, autonomous, shared mobility and electric convergence 
brings about a whole new set of challenges for OEMs in terms of 
scaling the requirements of both hardware and software, amplify-
ing the need for a dedicated platform. 

Faced with these challenges, OEMs realise that the development 
of dedicated electric vehicle platforms will pave the way for cost 
reductions and minimise the effort required for new product devel-
opment by standardising a wide variety of components that can be 
a direct carry-over/carry-across into the various car segments. Ded-
icated electric vehicle platforms offer greater flexibility in terms of 
battery capacity, range, performance, space utilisation and freedom 
to create multiple body styles and car segments. The other major 
advantage in using a dedicated platform is that OEMs can stream-
line the car assembly process, with savings in capital expenditure.

Despite the many advantages of dedicated electric vehicle plat-
forms, the main challenge for OEMs is to offset the high investment 
required to develop a new platform, given the uncertainties around 
electric vehicle volumes. Many OEMs are reluctant to take the 
plunge on their own and instead rely on partnerships with other 
OEMs and suppliers for joint platform developments. As the indus-
try increasingly moves away from ICE-powered vehicles, OEMs 

with dedicated platforms for electric vehicles can ensure profitabil-
ity through standardisation and carrying across components, lower 
R&D spending and increased economies of scale by licencing their 
platform to other players.

For more information on Volvo Car Group’s electrification strat-
egy, see “Business description–Product creation–Engine architec-
ture–Electrification”.

Connectivity and digitalisation
Overview
Connected cars include cars equipped with internet connectivity via 
embedded telematics control units or smartphones, allowing for 
communication with devices inside and outside of the vehicle for 
the purpose of delivering services such as navigation, entertain-
ment and service or maintenance. 

The demands of generation Y (those born between 1981 and 
1994) and generation Z (those born between 1995 and 2012) cus-
tomers drive technology innovation and investments in connected 
cars by OEMs, where the usability of features must now match that 
of customers electronics devices. This is causing a business model 
shift from hardware to software enabled by in-car connectivity and 
digitalisation. The goal for OEMs is to digitally interact with cus-
tomers at every step of their ownership lifecycle, from purchase, 
service/feature upgrades to servicing, repairs and beyond. These 
trends explain how the number of connected cars worldwide is 
forecasted to grow from 51.5 million units in 2021 to 73.0 million 
units in 2025.

New market opportunities created by connected cars
The following graph sets forth actual and forecasted million unit 
connected car sales by region from 2020 to 2025.
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With connected car sales set to rise from 66.8 per cent of total car 
sales in 2021 to 80.4 per cent of total car sales in 2025, the car’s 
infotainment system and digital services will heavily influence the 
future buying decisions of customers. Success in this area will 
depend on how well OEMs integrate users’ digital life and prefer-
ences with car-specific functionalities, such as navigation and loca-
tion-based services. While most OEMs would have previously tack-



INDUSTRY OVERVIEW

INVITATION TO ACQUIRE SHARES IN VOLVO CAR AB (PUBL)  63

led these challenges independently, partnerships with start-ups and 
multinational IT companies are now commonplace. This gives rise 
to innovation areas in the connected car, such as operating sys-
tems, virtual personal assistants, in-car commerce and over-the-air 
(“OTA”) updates. As a result, the reality of a software-driven car 

Brand Models Capabilities1) 
Number of implemented  

complete updates2)
First implemented  

complete update

Volvo 5 Complete 3 2021

Polestar 1 Complete 4 2020

Tesla 4 Complete >274 2018

NIO 4 Complete 39 2018

Xpeng 2 Complete 23 2019

Li Auto 1 Complete 10 2020

Audi 8 Limited N/A N/A

Mercedes-Benz 4 Limited N/A N/A

BMW 3 Limited N/A N/A

Volkswagen 2 Limited N/A N/A

1) Complete capabilities refer to updates that affect the entire car (for example powertrain, ADAS and interiors). Limited capabilities refer to updates to specific fea-
tures of the vehicle such as infotainment systems, driving systems and virtual personal assistants but non-encompassing of the whole software. 
2) As of 8 July 2021.

that can deliver contextual content to the user is much closer. The 
ability to update software and firmware via OTA updates will pro-
vide a foundation for OEMs to generate significant new revenue 
streams through the enablement of features-on-demand.

The following table sets forth selected brands’ OTA capabilities.

XC40 RECHARGE

For further information on Volvo Car Group’s strategy in connectivity, see “Business description–Product creation–Connectivity”.
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The SAE International10 demarcates AD technology into five “Levels 
of Driving Automation” standards for customers. From SAE Level 1 
(partial automation where software controls one car function, for 
instance, steering or braking) to SAE Level 5 (full car autonomy), 
each level defines the car’s involvement in an operation.

The following table sets forth SAE International’s and Frost & 
Sullivan’s definitions per level of automation, respectively.

10) SAE International, previously known as the Society of Automotive Engi-
neers, is a U.S. based association developing standards for engineering profes-
sionals in various industries, including the automotive industry.

Autonomous vehicles
Overview
The global autonomous vehicle market is undergoing a recalibration 
phase following an initial accelerated growth period due to the sig-
nificant shift in priority within the automotive industry to increase 
the adoption of electric vehicle technologies across the automotive 
value chain.

The driving mode- 
specific execution 
by a DAS of either 

steering or  
acceleration/

deceleration with 
the expectation that 
the human driver will 
perform all remaining

aspects of the 
dynamic driving task.

One of the core  
functionalities of  

the vehicle’s operation 
is performed by  

the system while  
monitored by driver.

• Adaptive cruise 
control

• Emergency braking

1

The driving mode- 
specific execution  

by one or more DAS  
of both steering  

and acceleration/
deceleration with the 
expectation that the 

human driver will  
perform all the  

remaining aspects  
of the dynamic  

driving task.

Two (or more) core 
functionalities are  

performed by the sys-
tem while monitored 

by the driver.

• Lane centring & 
Adaptive cruise 
control at the same 
time

• Traffic Jam Assist

2

The driving mode- 
specific performance 

by an automated
driving system of  
all aspects of the 

dynamic driving task 
with the expectation 

that the human  
driver will respond
appropriately to a 

request to intervene.

Under specific  
operating conditions, 
the system controls 
the vehicle; driver 
needs to intervene 
when requested.

• City/Highway pilot 
with minimal driver 
intervention

• Traffic Jam 
Chauffer

3

The driving mode- 
specific performance 

by an automated
driving system of all 

aspects of the 
dynamic driving task 
with the expectation 

that the human  
driver will respond
appropriately to a 

request to intervene.

System can bring  
vehicle to safety while 

in automated mode 
even if driver does not 

intervene when 
requested.

• Local driverless taxi
• Fully auto parking

4

The full-time  
performance by  

an automated driving 
system of all aspects 

of the dynamic driving 
task under all roadway

and environmental 
conditions that can  
be managed by a 

human driver.

The driver is out  
of the loop; under all 
operating conditions, 

the system can control 
the vehicle  

appropriately. 

• Fully autonomous 
vehicles
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Outlook
The autonomous vehicle market within Levels 3 and 4 is projected 
to maintain conservative growth for the next five years, at an esti-
mated market size of 3.4 million units by 2025, representing 3.7 
per cent of global car sales. Growth is expected to be driven by 
partnerships between cities and autonomous technology service 
providers to launch autonomous vehicle robotaxis and regulatory 
changes in various markets, which allow driver disengagement and 
handover to enable the car to take control of driving while the driver 
can safely shift focus away from driving tasks.

With the evaluation of the potential risks of complete driver dis-
engagement and handover by car manufacturers and legislative 
bodies underway, a bridge technology defined unofficially as Level 
2+ that extends driver assistance into the realms of autonomy with-
out having to implement full driver disengagement is gaining trac-
tion in the market. More than 115,000 units fitted with this technol-
ogy were sold during the first year of launch in 2020, and the 
growth of Level 2+ cars is forecasted to cross 11.1 million new sales 
by 2025, at an expected CAGR of 149.0 per cent from 2020 to 
2025.

Autonomous technology has evolved with the addition of multiple 
ADAS functions working independently or together to enhance car 
safety, comfort and convenience. A Level 3 autonomous vehicle 
employs about 25 sensors, including a LiDAR and software, to per-
ceive the surrounding environment. The number of sensors is 
expected to surge to 30 sensors with more than one LiDAR and 
central decision-making software used in a Level 4 autonomous 
vehicle. The addition of each ADAS function augments the use of 
electronic components such as sensors, processors and related 
software, leading to the inclusion of function-specific control units 
and adding to the complexity of car electrical and electronic (“E/E 
architecture”). With the advent of conditional automation and high 
automation, existing E/E architecture is reconsidered through the 
consolidation of multiple function-specific control units with 
high-powered chip-based controllers leading to zonal or car-cen-

20302017 2018 2025
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tralised E/E architecture. The evolution towards car-centralised 
architecture in software-defined cars is driving the growth of Level 
3 and Level 4 autonomous vehicles.

With the conservative adoption of Level 4 cars and steep tech-
nology barriers in bridging the gap between Level 4 and Level 5 
segments, widespread commercialisation of Level 5-ready cars is 
not expected during the forecast period 2020 to 2025.

The following graph sets forth actual and forecasted million unit 
autonomous vehicles sales by level from 2020 to 2025.
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Shared and flexible forms of mobility
Changing consumer trends from ownership to access, technology 
disruption, innovation to reduce the use of public space, travel cost, 
travel time and environmental concerns are some of the key trends 
driving the growth of the shared mobility market. The usage of 
shared mobility complements private car ownership and public 
transport by enabling the sharing of cars or sharing of rides.

Carsharing
Overview
Carsharing is one of the fastest-growing shared models. The car-
sharing market is characterised by per-minute car rentals where 
cars are typically rented to registered public users for use within a 
particular service coverage area. The cars are used for short trips 
around the city and surrounding areas. However, recent trends, 
especially at this stage of the COVID-19 pandemic, indicate that 
customers are also beginning to rent shared cars for the entire day 
or multiple days, leading car share service providers to offer attrac-
tive per day/week rental packages.

The carsharing landscape is starting to shift, with OEMs such as 
Daimler and BMW scaling back operations in the United States and 
the United Kingdom, while other carsharing operators expand their 
footprint. There is an increased emphasis on electrification within 
carsharing, with more than 20 electric carsharing programmes 
launched globally in the past two years. 

Governments worldwide are starting to create a favourable regu-
latory framework to encourage the shift away from private car use 
towards shared mobility that supports carsharing growth. In Ger-
many, for instance, the German parliament has approved a 
Car-Sharing Law that regulates the establishment of parking 
spaces specifically for carsharing on a Germany-wide basis. Mos-
cow, Russia, has one of the largest carsharing fleets globally, with 
over 25,000 cars. The growth of this market can be attributed to 

government support in the form of operator subsidies for partial 
reimbursement of lease and loan interest payments, along with 
favourable parking regulations.

Outlook
The global carsharing market is forecast to grow at a CAGR of 20.3 
per cent between 2020 and 2025, from 55.5 million users in 2020 
to 140.0 million users in 2025, translating into a fleet of 1.1 million 
cars by the end of 2025. China is one of the larger carsharing mar-
kets, with 27.8 million users in 2020. By 2025, with more than 
72.0 million users projected, the country is forecast to account for 
51.5 per cent of the global market.

The following graph sets forth actual and forecasted carsharing 
fleet in million units by region from 2020 to 2025. 
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Car leasing
Europe is the largest market for leasing with 4.4 million cars regis-
tered in 2020. In Europe, business-to-business solutions repre-
sented 69.3 per cent of the leasing market in 2020 and is expected 
to reach 71.2 per cent by 2025. By contrast, business-to-consumer 
leasing dominates in the United States, representing 81.3 per cent 
of total leased cars in 2020. A different market from Europe and the 
United States is China, where the leasing figures are almost negligi-
ble due to the local preference for car financing that is skewed 
towards credit and cash purchase.

The number of leased cars worldwide is expected to grow, partly 
driven by the transition to electric vehicles as well as flexible solutions 
and employee benefit packages.

The following chart sets forth the actual and forecasted number of 
cars registered in leasing by region from 2016 to 2025.
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Car subscription
Overview
Car subscription is a shared mobility service where a customer can 
obtain a car for a period typically ranging between one and 24 
months at a recurring fee, with the option to cancel or suspend the 
contract after the first month. There are multiple variations of this 
concept in the market, emphasising flexibility and reduced contract 
periods. Car subscriptions bridge the gap between traditional rental 
and leasing services, representing a convergence of various car 
usership models, which closely compete in the flexible solutions 
market, be it long-term rental, short-term leasing, or traditional car 
subscriptions. Compared to leasing, car subscription services are 
often digital, have shorter minimum contract periods and more 
often offer car swap options.

The continuing evolution of the car subscription market is charac-
terised by the launch of new car subscription services, especially by 
third-party providers such as tech companies alongside cancella-
tions of a few OEM programmes (for example by BMW and 
Mercedes), reflecting an intention to target a customer base with 
more diverse mobility needs. Third-party providers tend to be more 
customer-oriented and provide tailored combinations of car 
options, services, contract durations and mileage packages. 

In the past few years, enterprise interest in subscription services 
has grown as these services are well-suited to the needs of new or 
temporary employees and even seasonal lines of business. This is 
expected to prompt car subscription providers to develop dedicated 
fee packages for the business segment and include telematics and 
reporting features, next to helping these users manage parking, 
navigation and toll fees in the near future. If initially, car swapping 
options were perceived as important, flexible contract durations are 
now more compelling propositions that keep customers within the 
programme for longer. The majority of car subscription programmes 
offer both new and fairly new used cars, which is not only crucial to 
control costs and improve profitability, but also ensure easier car 
sourcing, especially for OEM programmes. 

While OEMs increase their focus on electric vehicles and adja-
cent services, use-based subscription models are expected to gain 
greater traction. Under the use-based model, users pay a recurring 
fee for the car for as long as they need it (with a minimum holding 
period attached) and have the option to pause their subscription, 
return the car to the network and resume subscription when the 
need arises. As subscription services remove the entry barriers to 
electric vehicle adoption, the number of cars in this segment is fore-
cast to grow exponentially over the forecast period until 2025 and 
beyond. OEMs that closed subscription programmes are also 
expected to launch new iterations, especially to promote their elec-
tric vehicle portfolios.

Outlook
The car subscription market is forecast to see rapid growth in 
Europe and the United States between 2020 and 2025, driven by 
the uptake of electric vehicles and higher demand for flexible solu-
tions. By 2025, however, the overall number of cars active in sub-
scription services is projected to be lower than initially estimated 
due to the slower uptake in the United States and gradual develop-
ment of the solution in Europe. Nevertheless, the total number of 
cars active in subscription services is forecast to pass 6.5 million 
units by 2025 in Europe and the United States. In China, the market 
for car subscription is emerging at an early stage and is therefore 
difficult to estimate. For that reason, the car subscription market in 
China is not included in this analysis.

The following graph sets forth actual and forecasted million units 
of cars in subscription services within Europe and the United States 
from 2020 to 2025.
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Overview
Volvo Car Group is one of the world’s fastest growing (both in terms 
of units sold and revenue) premium automotive brands, providing 
its customers with the freedom to move in a personal, sustainable 
and safe way. Volvo Car Group believes that its unique structure1 
and focused strategy makes it one of the fastest transformers in the 
global automotive industry, with mid- decade ambitions dedicated 
to electrification, sustainability and digitisation. Founded and head-
quartered in Gothenburg, Sweden in 1927, over the course of its 
history, Volvo Car Group has been a global force for automotive 
safety and innovation. Volvo Car Group has been credited with a 
number of industry leading innovations that are now standard in 
cars across the world, such as the three-point safety belt, the side 
impact protection system, side impact airbags and autonomous 
emergency braking. Volvo Car Group is focused on the design, engi-
neering, manufacturing, distribution and sale of premium passenger 
cars, now with particular focus on sustainability, fully electric cars 
and direct consumer relations, including subscription and other new 
mobility services. Volvo Car Group believes that its human-centric 
and responsible approach to the design of its products and services 
is key to the long-term success of its business and it strives to inte-
grate its core values of safety and sustainability throughout its 
operations. Volvo Car Group believes that its approach is aligned 
with current societal trends (including digitalisation, new forms of 
mobility and the increasing desire to address challenges arising out 
of global climate change) and corresponds to its current and poten-
tial customer base, which Volvo Car Group believes is largely val-
ue-driven, conscious about the environment and social issues, and 
focuses on products and services that are convenient, transparent, 
trustworthy, safe and provide personal access and usage.

Volvo Car Group believes that the following key strengths and 
strategies place the Group in a strong position for continued growth 
and profitability in the premium automotive industry and prepared 
to realise its ambition of becoming a leading premium electric car 
brand (for further information, please refer to “–Investment high-
lights” below): 
• a fast-growing premium brand with profitability on par with  

premium peers and significant brand recognition as a leader in 
safety and sustainability;

• becoming a leader in the fast-growing premium electric segment 
progressing towards full electrification; 
 

1) Volvo Car Group believes that its structure is unique because it exerts opera-
tional control over and consolidates its Chinese operations in a way that no 
other Western OEM to date has replicated. For further information, see “–
Investment highlights–Fastest transformer: unique structure, open to tech 
partnerships, distinct culture”.

• becoming a leader in new technology with central compute  
technology as an enabler for accelerated development and  
value creation;

• creating direct relationships with customers through online sales 
and new business models that are expected to be aligned with 
customer expectations;

• fastest transformer strategy based on Volvo Car Group’s unique 
structure,1 open technology partnerships and distinct company 
culture; and 

• value creation through Polestar, a strategic affiliate established 
by Volvo Car Group and currently held by Volvo Car Group, 
together with the Chairperson of the Board and other financial 
investors.
Volvo Car Group offers a focused range of premium car models 

that are recognised for their design, safety and technological inno-
vation. During the twelve months ended 30 June 2021, Volvo Car 
Group sold more than 770,000 cars in over 100 countries, of which 
74 per cent comprised XC Series models (SUVs), 14 per cent com-
prised S Series models (sedans) and 12 per cent comprised V Series 
models (estates). Volvo cars are marketed and sold online in 
selected markets through Volvo Car Group’s online store, www.vol-
vocars.com, and in physical stores through approximately 2,300 
retail partners. With its global headquarters in Gothenburg, Sweden 
and regional headquarters in Shanghai, China and Mahwah, New 
Jersey, United States, the core markets for Volvo Car Group are 
Europe, China and the United States, which accounted for 44 per 
cent, 25 per cent and 17 per cent, respectively, of its retail sales 
(units) in 2020.

Volvo Car Group has a track record of 9 per cent CAGR in units 
sold between 2014 and 2019, and 15 per cent CAGR in revenue 
over the same period, making it one of the fastest growing global 
OEMs in the premium segment.2 While sales volumes decreased in 
2020 compared to 2019 due to the impact of the COVID-19 pan-
demic, sales volumes in the twelve months ended 30 June 2021 
were 9.8 per cent higher than sales volumes in 2019, which was 
the last twelve month period before the COVID-19 pandemic. Over 
the course of the last ten years, Volvo Car Group has significantly 
improved its profitability and through renewing its product portfolio 
during 2015 to 2017, gradually narrowed the profitability gap 
between itself and its peers in the premium car segment. Building 
on this track record, Volvo Car Group aims to sell 1.2 million cars 
per year, targeting an annual EBIT margin3 of 8 to 10 per cent by 
the middle of this decade.

2) Source: Frost & Sullivan Report. For further information, see “Industry over-
view–Overview of the premium segment–Competitive landscape”.
3) See “Selected historical financial information–Key operating metrics”.

Business description

The following “Business description” should be read in conjunction with the more detailed operating and financial 
information included in “Operating and financial review” and “Historical financial information” of this prospectus. The 
following discussion includes forward-looking statements which, although based on assumptions and/or estimates 
that Volvo Car Group considers reasonable, are subject to risks and uncertainties, which could cause actual events or 
conditions to differ materially from those expressed or implied by the forward-looking statements. See “Important 
information–Forward-looking statements”.
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The chart below illustrates Volvo Car Group’s sales volumes and 
CAGR for the periods indicated.
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Source: Volvo Car Group’s annual report and interim report for the respective 
period.

The chart below illustrates Volvo Car Group’s revenue development 
by market for the periods indicated. 
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Source: Volvo Car Group’s annual report and interim report for the respective 
period (however, 2016 and 2017 numbers are sourced from the 2018 annual 
report). In 2018, there was a change related to sale of certain cars accounted 
for as operating leasing. The comparative periods 2017, 2016 and 2015 have 
been changed accordingly, reducing revenue and cost of sales with an aggre-
gate amount of SEK 2 billion for 2017, 2016 and 2015. The change had no 
effect on gross income.

The chart below illustrates Volvo Car Group’s operating income 
(EBIT) and EBIT margin (in SEK billion) for the periods indicated.
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Source: Volvo Car Group’s annual report and interim report for the respective 
period.

Sustainability is at the heart of Volvo Car Group’s brand, and as part 
of its mid-decade ambitions, Volvo Car Group is aiming to reduce 
its lifecycle carbon footprint per car by an average of 40 per cent by 
2025 compared to 2018, primarily through electrification and 
reduction in supply chain emissions. Volvo Car Group embraces 
responsible business practices and aims to become a fully climate 
neutral company by 2040. Volvo Car Group is convinced that a fun-
damental shift is taking place in the automotive industry with 
regard to electrification, and its electrification efforts further 
emphasise its dedication to sustainability. In 2017, Volvo Car Group 
was the first traditional OEM to announce a transformation to all-
out electrification, and its intention is to be a pure electric car com-
pany by 2030. Volvo Car Group believes that by investing in electri-
fication, it is investing in the growth of its business. Volvo Car 
Group has also adopted a mid-decade ambition that at least 50 per 
cent of its annual global sales volumes should be from fully electric 
cars. Consequently, ICEs will be phased out. Since 2017, Volvo Car 
Group has ceased investing in new diesel engine development, and 
has also announced the divestment of its existing ICE operations 
and will only maintain a minority ownership (allowing Volvo Car 
Group access to the business as well as governance rights) in an 
ICE-related joint venture owned together with a Geely Holding 
group company (see “Operating and financial review–Corporate 
transactions–2021–Separation of ICE operations”). Through this 
separation, Volvo Car Group will be able to focus its management 
and research and development efforts on electrification.

In transitioning to electric cars, Volvo Car Group believes that its 
customers take-up of PHEV models (which contains both an ICE 
and an electric motor) has served to provide greater familiarity and 
knowledge within the marketplace for electric models and that its 
customers will increasingly purchase PHEV or fully electric models 
(that are powered solely by battery) and correspondingly there will 
be a decrease in sales of its pure ICE models. “Recharge” is the 
overarching name for all Volvo chargeable car models with a fully 
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electric or plug-in hybrid powertrain. In 2020, Volvo Car Group con-
tinued to make progress on its transformation into a premium elec-
tric car brand as it introduced its first fully electric car, the XC40 
Recharge, and, in March 2021, it revealed its second fully electric 
car, the C40 Recharge. A next generation fully electric vehicle archi-
tecture is being developed for future fully electric cars, with the next 
generation large SUV as the first Volvo car model produced on this 
architecture. This SUV is expected to launch in 2022, with produc-
tion beginning in 2023. In the first six months of 2021, 25 per cent 
of global Volvo Car Group sales and 41 per cent of sales in Europe 
consisted of Recharge cars (PHEVs and fully electric cars). In par-
ticular, during the first six months of 2021, the XC40 Recharge 
(both PHEVs and fully electric cars) was the third most sold electric 
model (including both PHEVs and fully electric cars) in Europe.4

Once launched, Volvo Car Group’s next generation, fully electric 
vehicle architecture will represent a paradigm shift for Volvo Car 
Group. In addition to full electrification, software will be moved 
away from a variety of electronic control units to a highly capable 
central computer, powered by a system-on-a-chip (“SoC”) from 
Volvo Car Group’s partner NVIDIA Corporation (“NVIDIA”). 

Volvo Car Group expects that its first car featuring central com-
pute technology will be announced in 2022. The transition to central 
compute technology also means that functionality will be moved 
from externally sourced hardware components to largely in-house 
developed software residing in the central compute technology, 
decoupled from the hardware. The increased development of 
in-house software will improve control as well as boosting the 
development speed and flexibility significantly, and Volvo Car Group  
has adopted a mid-decade ambition to have 50 per cent of its soft-

4) Source: LMCA Global Hybrid & Electric Vehicle Forecast, Q3 2021 edition.

ware developed in-house. Volvo Car Group believes this is a key 
ambition in order to be able to deliver software development at a 
pace that will allow it to be among the software leaders within its 
industry. Alongside this mid-decade ambition, Volvo Car Group is 
also partnering with major technology companies in order to sup-
plement its in-house software development. The new vehicle archi-
tecture will also include improved connectivity and OTA updates, 
which enable continuous feature improvements and new business 
models with recurring revenue. Volvo Car Group was one of the first 
car brands to implement full OTA capability for feature, security and 
quality improvement, to the entire car, which it did in the XC40 
Recharge in 2020, and the first OTA software update was rolled 
out in the first quarter of 2021. The central compute architecture is 
also a prerequisite for Volvo Car Group’s next generation of safety 
and AD technologies, including unsupervised highway pilot func-
tionality from Volvo Car Group’s subsidiary Zenseact AB. Volvo Car 
Group will equip its next generation fully electric cars on this central 
compute architecture with hardware ready for AD as standard, 
including advanced sensor technology and an autonomous driving 
computer. Even when driving without activating the AD mode, this 
will further improve the car’s safety features also in line with Volvo 
Car Group’s long-term vision for its cars to achieve zero collisions.

From 2021 onwards, all of Volvo Car Group’s fully electric cars are 
offered exclusively online via www.volvocars.com where legally pos-
sible for purchase either directly by the customer or via a retailer who 
places the order online for the customer, and it has set a mid-decade 
ambition that 50 per cent of sales come via online channels. Volvo 
Car Group’s online store exists alongside Volvo Car Group’s physical 
channels which include its retail network. The online platform aims 

C40
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to further strengthen customer relations by providing access to a 
round-the-clock buying platform that will allow customers to pur-
chase all fully electric Volvo models directly. Volvo Car Group is also 
working to reduce the complexity of its offerings to improve custom-
ers’ buying experience, which makes Volvo cars available for quicker 
delivery whilst maintaining minimum stock levels. At the same time, 
Volvo Car Group also benefits from the reduced complexity as it ena-
bles greater sharing of car models and specifications across regions 
and markets. Furthermore, to make car usage more customer 
friendly and hassle-free, Volvo Car Group intends to continue 
enhancing its online offers to include soft services such as insur-
ance, vehicle servicing and extended warranty regardless of financ-
ing model, for example, purchase, lease or subscription. Volvo Car 
Group considers its retail partners to play an important role in the 
shift to online and direct sales, continuing to offer customers a pre-
mium, convenient and seamless experience, regardless of where the 
customer interacts with the Volvo brand. To achieve this and to con-
tinue its commercial transformation, Volvo Car Group intends to 
continue to have close cooperation and enter into agreements with 
its retail partners. For example, in October 2021, Volvo Car Group 
and Swedish retailer Bilia announced that they had reached an 
agreement in principle on their future partnership and cooperation, 
aimed to build on Volvo Car Group’s commercial transformation and 
to enable for Bilia to be a partner in online sales and direct consumer 
relations. In addition, as part of its commercial transformation strat-
egy, it could be relevant for Volvo Car Group to acquire additional 
retailers in Sweden or elsewhere. The retailers will have a role to, 
when needed, guide customers through the online sales process as 
well as continue to manage car delivery, vehicle servicing and car 
support. Volvo Car Group believes that the transformation to direct 
online sales will improve price quality as Volvo Car Group intends, 
where legally possible, to set and continuously adjust prices, provide 
increased transparency of national prices; and establish prices that 
are better aligned with perceived customer value. The transforma-
tion to direct online sales will also enable recurring revenue linked to 
subscription based offerings. Moreover, Volvo Car Group expects 
the transformation to reduce the cost of sales and distribution, and 
thereby improve business efficiency.

Volvo Car Group believes that its structure and focused strategy 
makes it one of the fastest transformers in the global automotive 
industry. In particular, Volvo Car Group is able to make swift deci-
sions with the support of its Principal Shareholder, and at the same 
time can benefit from being part of the broader Geely ecosystem. 
Volvo Car Group believes that it is a uniquely structured automotive 
brand because it exerts operational control over and consolidates its 
Chinese operations in a way that no other Western OEM to date has 
replicated. In addition, Volvo Car Group benefits from its brand with 
its safety heritage as well as its strong company purpose and dis-
tinct culture which is both long-standing as well as open and entre-
preneurial, which the Group believes makes it more credible in the 
transformation process as compared to younger brands with shorter 
track records. Furthermore, Volvo Car Group is open to, and actively 
pursues, partnerships with major technology companies to enable 
new and innovative functionality in its cars. Examples of such part-
nerships include Google (infotainment technology and services), 
NVIDIA (SoC for central compute), Luminar (light detection and 
ranging technology (“LiDAR”), Autonavi (navigation) and iFlytek 

(voice recognition). Moreover, Volvo Car Group has entered into a 
memorandum of understanding with Northvolt with respect to the 
supply of battery cells and joint ventures regarding R&D and future 
battery cell production. Volvo Car Group is also partnering with  sister 
companies in the Geely ecosystem to identify and realise  synergies, 
including shared technology, vehicle architectures and joint pur-
chasing. Alongside this, Volvo Car Group currently holds 49.5 per 
cent of the shares and 49.6 per cent of the votes in Polestar, which 
is a progressive stand-alone electric performance car brand with 
award-winning products.5 Polestar aims to attract progressive cus-
tomers that are oriented towards technology and performance, and 
to spearhead the development of electric cars without any historic 
legacy and with new business models. As a result of this close rela-
tionship owing to significant technology sharing and close develop-
ment, Volvo Car Group and Polestar have created synergies in com-
mon technology development, sourcing and production. 

Volvo Car Group’s development of its production operations is 
largely based on the principle: “to build where we sell and source 
where we build”. The implementation of this principle, in particular 
in Europe and APAC, enables Volvo Car Group to benefit from pro-
duction flexibility, respond to local consumer demand, optimise cost 
(including transportation and the reduction of tariffs), reduce expo-
sure to currency fluctuations including lowering its net working cap-
ital, and minimise the environmental impact of its production 
(including CO2 emissions). Volvo Car Group operates with a global 
footprint, with manufacturing and assembly plants as well as 
research and development and design centres in China, Europe and 
the United States.

Investment highlights
Volvo Car Group believes that it has a set of distinct key strengths 
and competitive advantages that, together with its strategic frame-
work, make it well-positioned to achieve continued growth in the 
global automotive market and to realise its ambition to become a 
leading premium electric car brand.

Fast-growing premium brand: growth, profitability and  
sustainability
Volvo Car Group has achieved consistent sales growth since 2012, 
with the exception of the first half of 2020 when the effects of the 
COVID-19 pandemic negatively affected demand as well as sales 
due to supply chain constraints and the imposition of various 
national lockdowns which affected distribution channels. In the 
second half of 2020, Volvo Car Group experienced an accelerated 
post-pandemic recovery, and its sales volumes for the twelve 
months ended 30 June 2021 surpassed sales volumes for 2019 by 
11.7 per cent, which was a record year in terms of sales volumes for 
Volvo Car Group. Volvo Car Group’s sales growth rate from 2016 to 
2020 has consistently been higher than that of Audi, BMW and 
Mercedes-Benz.  Moreover, Volvo Car Group was the fastest grow-
ing global OEM in terms of sales volumes with the exception of 
Tesla, during the same period.6 

 

5) For further information, see “–Investment highlights–Polestar strategic 
affiliate: established by Volvo Car Group” below.
6) Source: Frost & Sullivan Report. For further information, see “Industry over-
view–Overview of the premium segment–Competitive landscape”.
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With a global manufacturing footprint capable of producing annual 
volumes of 1.2 million cars without Volvo Car Group having to 
acquire or build new plants, Volvo Car Group is intent on continuing 
on its current sales growth and has adopted a mid-decade ambition 
to sell 1.2 million cars per year. In order to achieve this, Volvo Car 
Group aims to grow faster than the underlying market in its existing 

Charleston

Gothenburg

Daqing

Chengdu

Luqiao

Ghent

Car Manufacturing and Assembly

CAPACITY 
(K UNITS)

CHARLESTON GHENT GOTHENBURG CHENGDU LUQIAO DAQING

2020 45 270 300 155 155 115

Mid-decade 155 270 300 170 170 155

Fully electric  

mid-decade
 

Additional major investment 

need1)
No No No No No No

1) Refers to major additional investments beyond Volvo Car Group’s ongoing and budgeted investments in its manufacturing plants. See “–Production” below and 
“Operating and financial review–Investments and commitments–Current and future investments”.

√ √ √ √ √ √

Over the course of the last ten years, Volvo Car Group has signifi-
cantly improved its profitability and gradually narrowed the profita-
bility gap between itself and its peers in the premium car segment 
through a focus on premium positioning, improved pricing, 
enhancement of its product portfolio and reduced costs through 
increased scale and resultant efficiency gains. Volvo Car Group 
believes that its growth plan will allow it to better leverage its indi-
rect costs and expects that its commercial transformation can 
improve sales prices and reduce distribution costs, as well as 
reduce intra-brand price competition. Volvo Car Group also expects 
to achieve further synergies and cost efficiencies as part of the 
Geely ecosystem (see “–Fastest transformer: unique structure, 
open to tech partnerships, distinct culture” below) alongside an 
expected improvement in profit contributions from its strategic 
affiliates Polestar and LYNK&CO (see “–Strategic affiliates and 
strategic investments” below). Given these growth and efficiency 
expectations, Volvo Car Group has adopted a mid-decade ambition 

of an annual EBIT margin of 8-10 per cent. Although income from 
affiliates is included in EBIT, Volvo Car Group aims to achieve its 
EBIT margin ambition without any contribution from its affiliates.

Sustainability is at the core of Volvo Car Group’s brand, and Volvo 
Car Group believes that its brand authenticity is further strength-
ened by Volvo Car Group’s focus on conducting responsible busi-
ness. In recent years, Volvo Car Group has been named several 
times in the ‘World’s Most Ethical Companies’ recognition pro-
gramme by the Ethisphere Institute.7 Volvo Car Group views the 
continued strengthening of its brand through its sustainability 
efforts as having had a clear and positive effect on its products and 
market position as well as its operations and financial development.  
 

7) Ethisphere Institute is a global company which designs and measures corpo-
rate ethical standards. The World’s Most Ethical Companies assessment pro-
cess includes more than 200 data points on culture, environmental and social 
practices, ethics and compliance activities, governance, diversity and initiatives 
to support a strong value chain.

segments, while transforming its product portfolio to fully electric 
cars including an expansion of the product portfolio into the small 
battery-electric SUV segment. 

The table below illustrates Volvo Car Group’s current and antici-
pated manufacturing capacity by mid-decade:
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Volvo Car Group believes that its purpose, which is to provide cus-
tomers with the freedom to move in a personal, sustainable and 
safe way, aligns with current societal trends and customer prefer-
ences. Volvo Car Group believes that this approach to sustainability 
contributes to its generation of strong cash flow and its solid finan-
cial position, funding investments and profitable growth. By work-
ing towards climate neutrality (in terms of CO2 emissions), embrac-
ing the circular economy (whereby products and components are 
kept in use for longer and recycled, minimising the need to extract 
finite resources, efficiently using resources, eliminating wastage 
and reducing overall carbon emissions) and conducting business 
responsibly, Volvo Car Group believes it will be better positioned to 
consistently reduce its impact on the environment, contribute to a 
fairer and more equal society, as well as support its profitable growth.

The environment was established as a core value of Volvo Car 
Group in 1972, and in 1976, Volvo Car Group introduced the first 
three-way catalytic converter with a Lambda sensor for the control 
of exhaust emission. Volvo Car Group has continued with its pro-
gressive environmental strategy through engine downsizing, the 
on-going phasing out of diesel engines, shifting to full electrifica-
tion and being one of the first automotive brands to adopt block-
chain technology to ensure traceability of the cobalt used in its bat-
teries, as a result of which Volvo Car Group believes that it is at the 
forefront of the automotive industry in pursuing a sustainable devel-
opment strategy with a reduced impact on the environment. In 
2017, Volvo Car Group was the first traditional OEM to announce a 
shift to all-out electrification (see “–Full electrification: becoming a 
leader in the fast-growing premium electric segment” below), and 
this was followed by a focus on short-term actions that aim to 
reduce the lifecycle climate footprint per car by 40 per cent by 
2025 compared to 2018. These actions are a first step towards 
Volvo Car Group’s long-term ambition of being a fully electric car 
company by 2030 and becoming a climate neutral company (in 
terms of CO2 emissions) by 2040 through waste elimination and 
regenerative resource use. See “–Sustainable development” below 
for a more detailed discussion. 

Additionally, Volvo Car Group has a heritage of pioneering the 
safest and most intelligent technologies in mobility to protect cus-
tomers and road-users (see “–Product creation–Product safety” 
below for a more detailed discussion). Volvo Car Group believes 
that its brand’s long-standing reputation for safety provides it with 
an important competitive advantage when addressing the trend 
towards AD, which in turn Volvo Car Group expects will assist in its 
future growth (see “–Becoming a leader in new technology: speed 
and value creation through in-house development and new central 
compute technology” below for a more detailed discussion). Volvo 
Car Group is also continuously working to improve safety bounda-
ries towards its vision of zero automotive collisions involving future 
Volvo cars, and its cars are already considered among the safest on 
the market.8 The XC40 Recharge that was released in 2020 serves 
as Volvo Car Group’s blueprint for designing safe, fully electric cars, 
as it has been developed on the basis of Volvo Car Group’s safety 
engineers’ comprehensive review of safety requirements for fully 
electric cars to ensure that Volvo Car Group’s fully electric cars and  
 

8) Source: www.iihs.org/ratings/top-safety-picks/2021/all/volvo#award-win-
ners For further information, see “–Product creation–Product safety” below.

non-fully electric cars are equally safe. Based on this development 
process, Volvo Car Group believes that the XC40 Recharge, with 
safety technology adapted to an electric car, is currently one of the 
safest cars on the market.

Volvo Car Group believes that its brand’s association with safety 
and sustainability makes it well-positioned to take advantage of 
industry trends towards electrification, sustainability, on-going 
safety and technological developments and to grow further, and it 
believes that its customers regard Volvo Car Group as a world-
leader in these areas.

Full electrification: becoming a leader in the fast-growing  
premium electric segment
Volvo Car Group is convinced that the future of passenger cars is 
electric, and its strategy is to deliver highly compelling and compet-
itive sustainable electric cars based on advanced electric vehicle 
architectures and technologies that provide industry-leading energy 
efficiency through aerodynamic design and efficient propulsion. 
Volvo Car Group aims to become one of the fastest transformers in 
the global automotive industry, from ICE to electric propulsion 
amongst its product range. Volvo Car Group has an ambition for 
more than 50 per cent of its annual sales volume to be from fully 
electric cars by mid-decade and that its entire product portfolio 
should be fully electric by 2030. As today’s gross margin for Volvo 
Car Group’s fully electric cars is lower than those of its correspond-
ing non-fully electric cars, and is expected to decrease in the near-
term due to the relatively high unit cost of its first generation fully 
electric cars, Volvo Car Group expects its overall gross margin to 
decrease in the near-term. However, Volvo Car Group projects that 
the gross margin generated from sales of its fully electric cars will 
be in parity with the gross margin generated from its non-fully elec-
tric cars by the mid-decade, as a result of further cost efficiencies, 
continued technological development, further insourcing of Volvo 
Car Group’s value chain as well as synergies from the Geely  ecosystem.

The global premium market for fully electric cars is projected to 
grow by a CAGR of 39 per cent between 2020 to 2025, reaching 
11.2 million unit sales by 2025.9 Volvo Car Group believes that the 
increasing popularity of electric cars is largely driven by changes in 
customer preference, legislation, increased electric car infrastruc-
ture, on-going improvements in battery duration, reduced costs as 
well as the need and desire to address the impact of climate 
change, and therefore provides a significant market opportunity for 
a fully electric OEM in the premium segment, as this segment is 
projected to electrify faster than other automotive segments.10 
Volvo Car Group has a significantly higher share of fully electric cars 
and PHEVs than each of Mercedes-Benz, BMW and Audi, and 
believes that adopting an electrification strategy starting with high 
volume sales of PHEVs allows for customers to become familiar 
with electrification at price points typically lower than for fully elec-
tric vehicles. Further, as the charging infrastructure required for 
on-route charging of BEVs is not fully built out globally, Volvo Car 
Group believes that PHEVs serves as suitable technology in that 
transition period. This is expected to encourage more customers to 

9) Source: Frost & Sullivan Report. For further information, see “Industry over-
view–Electrification–Historical and forecast growth rates of fully electric cars 
and PHEVs”.
10) Source: Frost & Sullivan Report.
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switch to fully electric cars, and thereby support the transformation 
towards sustainable mobility and help limit climate change.11 Volvo 
Car Group believes that build-out of fast charging infrastructure as 
well as customer acceptance of BEVs will take place gradually, and 
regionally starting with Western and Central Europe, followed by 
the United States and Asia-Pacific.

Volvo Car Group believes it is in the vanguard of the fast-growing 
premium electric car segment. The number of fully electric cars and 
PHEVs Volvo Car Group has sold in the last three years has 
increased from 37,386 in 2018, to 45,933 in 2019 and to 115,436 
in 2020 and Volvo Car Group sold 171,456 fully electric cars and 
PHEVs in the twelve months ended 30 June 2021. As the first tra-
ditional OEM to announce a shift to all-out electrification in 2017, 
Volvo Car Group had 17.4 per cent and 24.6 per cent Recharge 
sales out of total sales in 2020 and the six months ended 30 June 
2021, respectively, and Volvo Car Group believes that by investing 
in electrification, it is investing in its current and future growth.

The chart below illustrates Volvo Car Group’s Recharge sales out of 
total sales for the periods indicated.
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Source: Volvo Car Group’s annual report and interim report for the respective 
period.

Whereas other segments of the automotive industry are in decline 
or show limited growth, demand for electrified cars (fully electric 
cars and PHEVs) is strong in the premium segment, and Volvo Car 
Group is expected to reach an 8.9 per cent market share, in the pre-
mium fully electric car segment by 2025, whereas Volvo Car 
Group’s market share in 2025 in the overall premium segment is 
expected to be 5.0 per cent.12 Volvo Car Group expects that Europe 
will have the highest demand for its electrified cars, with the rest of 
the world catching up thereafter. Volvo Car Group is convinced that 
once customers have purchased a PHEV or fully electric car, they 
will not revert to buying an ICE car. In 2019, with the debut of its T5 
Twin Engine hybrid system in the XC40, Volvo Car Group became 
the only OEM to offer a plug-in hybrid variant on every model in its 
portfolio. In 2020, Volvo Car Group launched its Recharge line of  
 

11) Source: Frost & Sullivan Report. For further information, see “Industry 
overview–Electrification”.
12) Source: Frost & Sullivan Report. For further information, see “Industry 
overview–Electrification–Historical and forecast growth rates of fully electric 
cars and PHEVs”.

cars including PHEV and fully electric cars, kickstarting its objec-
tive of recharge leadership within its industry and its journey 
towards the full electrification of its model portfolio. Later that year, 
Volvo Car Group rolled out the XC40 Recharge (which in the six 
months ended 30 June 2021 accounted for 32.1 per cent of total 
XC40 sales) to customers, and in March 2021, it launched the C40 
Recharge, the second of several fully electric Volvo cars to be intro-
duced in coming years, with at least one new fully electric car 
announced each year, including a fully electric large SUV and a fully 
electric small SUV. Volvo Car Group plans to continue to invest in 
electrification through investment in its fully electric car production 
capacity, the development of next generation vehicle architecture 
designed for a whole new range of fully electric cars, as well as 
in-house electric motor development, and Volvo Car Group expects 
that approximately 80 per cent of its total capital expenditures will 
be related to electrification by the mid-decade. Furthermore, Volvo 
Car Group has made investments in its global electrification labora-
tories in 2020 and opened a new electric motor laboratory in 
Shanghai, China for the development and testing of electric car 
components and plans to complete in-house electric motor produc-
tion by the mid-decade. With these investments and developments, 
Volvo Car Group expects to almost double energy density (Wh/l) of 
its high voltage batteries and at the same time reduce costs by 
almost 40 per cent by mid-decade as compared to 2020. In addi-
tion, by adopting the new vehicle architecture, Volvo Car Group’s 
battery volume (l) is expected to increase, and its vehicle efficiency 
(km/kWh) is expected to improve. Volvo Car Group expects these 
improvements can significantly increase the driving range of its fully 
electric cars by mid-decade, and the Group aims to optimise driving 
range in relation to cost based on customer demand. See “–Prod-
uct creation–Engine architecture–Electrification” below.

Volvo Car Group believes that the market for ICE cars is shrinking 
and has ceased investing in new diesel engine development. In 
October 2019, Volvo Car Group and Geely Holding announced their 
intention to separate their existing ICE operations into a standalone 
business. In July 2021, further to earlier announced plans, Volvo Car 
Group announced the creation of the joint venture Aurobay together 
with Geely Holding, in which Volvo Car Group will maintain only a 
minority ownership allowing access to the business as well as gov-
ernance rights. The joint venture is expected to become fully opera-
tional in 2022. The joint venture is expected to be a global supplier 
of complete ICE solutions including next generation combustion 
engines, transmissions and hybrid solutions for Volvo Car Group as 
well as other brands within the Geely ecosystem and potentially 
other third-party car brands. Aurobay will be a part of the Geely 
Holding group, and Volvo Car Group will not have the operational 
responsibility, and the business will no longer to any extent be con-
solidated within Volvo Car Group. As customer, Volvo Car Group 
will be supplied with ICE for as long as needed, but in keeping with 
the Group’s sustainability ambitions, Volvo Car Group expects it will 
need a decreasing supply of ICE and that by 2030, it will not need 
any ICE. The separation of Volvo Car Group’s existing ICE opera-
tions and creation of this joint venture with Geely Holding’s ICE 
operations is aimed at maximising economies of scale and reducing 
Volvo Car Group’s fixed cost base as well as the amount of capital 
employed (see “Operating and financial review–Corporate transac-
tions–2021–Separation of ICE operations”).
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Volvo Car Group is dedicated to ensuring that its customers can 
drive electrified Volvo cars with the knowledge that the battery 
materials have been sourced responsibly. Volvo Car Group uses 
 lithium-ion batteries in its electric cars and intends, under a 
 memorandum of understanding, to establish joint ventures with the 
Swedish battery developer and manufacturer Northvolt, to develop 
and produce more sustainable batteries, tailored to power the next 
generation of fully electric Volvo cars. In addition, Volvo Car Group 
has signed long-term agreements with various battery manufactur-
ers aiming to ensure the global supply of lithium-ion batteries and, 
consistent with other supplier agreements that Volvo Car Group 
enters into, these agreements contain provisions designed to man-
age the value chain of these batteries. Building on this, during 2019, 
Volvo Car Group announced the use of blockchain technology 
to further ensure the traceability of cobalt used in batteries (see  
 “–Supply chain and procurement” below). Volvo Car Group also has 
a battery strategy to remanufacture and recycle its electric car bat-
teries after their original use in order to maximise battery utilisation 
and minimise environmental impact by enabling circular material 
flow and decrease cost, thereby generating value of the remanufac-
tured and recycled batteries.

Becoming a leader in new technology: speed and value creation 
through in-house development and new central compute  
technology
Volvo Car Group has a rich heritage as a pioneer in automotive 
safety and technology (see “–Fast-growing premium brand: 
growth, profitability and sustainability” above) and believes that it 
continues to live up to this heritage through its current technology 
roadmap, including a new central compute architecture with OTA 
upgrades. Volvo Car Group expects this central compute architec-
ture will substantially increase speed and flexibility in product devel-
opment as more features are software-driven and developed 
in-house. Volvo Car Group has therefore adopted a mid-decade 
ambition that 50 per cent of the software used in its cars should be 
developed in-house. Volvo Car Group has been advancing automo-
tive safety technology for decades and plans to set the next level of 
safety through including advanced sensor and AD ready hardware 
as standard in its next generation fully electric cars to further 
reduce fatalities and serious injuries in traffic accidents.

Volvo Car Group is currently developing its next generation fully 
electric vehicle architecture, which is based on a central computer 
from NVIDIA that will materially reduce the number of electronic 
control units (“ECUs”) that manage one or more of the electrical 
systems or subsystems in traditional vehicle architecture. This next 
generation vehicle architecture represents a paradigm shift for 
Volvo Car Group whereby software is decoupled from hardware and 
centralised, and Volvo Car Group plans to take over a large share of 
the software development that has traditionally been managed by 
its suppliers. As a result, Volvo Car Group expects to be able to 
improve software functionality and add features faster than it would 
have been able to do on traditional software platform cycle times, 
and therefore increase its control over the speed and flexibility of 
software development as well as reduce costs in the long run by 
lower hardware component costs. To deliver on its mid-decade 
ambition of having 50 per cent of its software developed in-house, 
Volvo Car Group has more than doubled its in-house software team 

in the last five years and has the intention of further increasing its 
in-house software team in the future. 

Volvo Car Group is focused on improving its customers’ experi-
ence within its cars and has partnered with Google to develop a 
new infotainment offering based on the Android operating system. 
The infotainment offering is aimed at giving customers the same 
experience in a car that they are used to on their smart phones and 
tablets but adapted for safe interaction while driving. The offering 
provided is intended to be a state-of-art digital user-experience 
both in-car as well as through smart phones and tablets, and will 
include improved connectivity and OTA updates, whereby the car’s 
functionality system will be continuously improved from the time of 
purchase, both through updates as well as new and growing fea-
tures. OTA is expected to significantly improve the speed to market 
of functions and enable new business models for the existing cus-
tomer base over the entire lifetime of the car, where functionalities 
may be offered on demand or as monthly subscriptions intended to 
generate additional recurring revenue opportunities for Volvo Car 
Group. These functionalities include 360-degree camera, in-car 
WiFi hotspot, as well as other functionalities through the Volvo Cars 
app. This new infotainment offering as well as OTA capability were 
first launched in the XC40 Recharge.

Volvo Car Group has advanced automotive safety for decades 
and is dedicated to advancing to the next level of automotive safety 
through the use of AD technology. Volvo Car Group believes that if 
introduced safely and responsibly, AD technology has the potential 
to significantly improve road safety as human behaviour (including 
error, intoxication and fatigue) is a significant contributory factor to 
many road traffic accidents. Volvo Car Group expects that Zense-
act, a stand-alone company within Volvo Car Group that focuses on 
the development of software for AD, will provide both highly capa-
ble driver assistance functionality and unsupervised driving features 
for the next generation Volvo cars. Zenseact was formed when 
Zenuity AB, a former joint venture between Volvo Car Group and 
Veoneer Sweden AB was divided into two parts in order for the 
respective owners to focus more effectively on their individual 
strategies. (see “Operating and financial review–Corporate transac-
tions–2020–Division of Zenuity”). 

Furthermore, since 1970, Volvo Car Group’s traffic accident 
research team has investigated traffic accidents, not only studying 
crashed cars but also investigating driving scenarios and driver 
behaviour to learn more about what can lead to hazardous traffic 
situations. Using knowledge taken from real traffic situations, Volvo 
Car Group has learned how to design cars that offer a high level of 
safety in collisions. Continuing this long-standing approach of 
designing cars that offer a high level of safety in collisions, Volvo 
Car Group has a vision to design cars that will be involved in zero 
collisions. To implement this vision, Volvo Car Group has partnered 
with major technology companies such as NVIDIA, makers of an 
end-to-end AI-computing platform for the automotive industry, to 
use NVIDIA Drive Orin SoC technology, to power the AD capabili-
ties in the next generation of Volvo cars. Volvo Car Group aims to be 
the first OEM with a global footprint to use the NVIDIA Drive Orin 
SoC technology in its next generation vehicle architecture models, 
and expects to reveal in 2022 the first car featuring Orin SoC tech-
nology. The additional computing power and graphics processing 
delivered by NVIDIA’s technology enable advanced sensor suites 
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needed for AD, such as the “LiDAR” technology developed by 
Luminar, another of Volvo Car Group’s technology partners. Volvo 
Car Group believes that this approach positions it at the forefront in 
automotive technology development and enables safe and continu-
ously improving AD. The next generation of fully electric Volvo cars 
will be equipped as standard with hardware ready for AD, including 
a LiDAR sensor integrated in the roof, which will further improve 
the car’s safety features. Volvo Car Group plans to, through soft-
ware upgrades, activate its unsupervised AD feature, called High-
way Pilot, when it is verified by Volvo Car Group and local regula-
tors to be safe and legally allowed for individual geographic 
locations and conditions. Volvo Car Group believes that these inno-
vations are key in creating cars that can navigate safely while in 
drive, cruise control and AD modes. 

Alongside Volvo Car Group’s partnership with major technology 
companies, Volvo Car Group is also a supplier of car fleets that 
include safety back-up systems for steering, power and braking to 
major robotaxi companies such as Aurora in the United States and 
DiDi in China, whereby Volvo Car Group provides the car and the 
robotaxi partner includes their AD hardware and software into the 
cars. Volvo Car Group also has a partnership with Waymo LLC 
(“Waymo”), a major global AD technology development company. 
For further information, see “–Product creation–AD” below. 

In parallel with AD development, Volvo Car Group continues to 
develop safety and ADAS functions. Volvo Car Group believes that 
it also needs to address human behaviour and use technology as a 
support to make its customers safer drivers. For example, in 2020, 
Volvo Car Group introduced a speed cap of 180 kilometres per hour 
in all its new cars from the model year 2021 onwards and the Care 
Key, which allows customers to set further limitations on their car’s 
top speed. In addition, Volvo Car Group’s various active safety sys-
tems with autobrake and steer assist are designed to be on guard at 
all times and help drivers if they lose concentration or are dis-
tracted. The advanced voice control feature on its new Android- 
powered infotainment system allows customers to control key fea-
tures on their car, without taking the hands off the wheel or eyes off 
the road. Volvo Car Group also believes that distraction and intoxi-
cation should be addressed with the help of in-car cameras and 
other sensors, that help ensure the driver is engaged while driving. 
With this technology, if a clearly distracted or intoxicated driver 
does not respond to warning signals and risks causing a serious 
accident, the car could intervene as a last resort by slowing down 
and stopping the car. Volvo Car Group plans to introduce these 
cameras, together with hands on steering wheel detection and 
other sensors in its next generation vehicle architecture to be 
launched in 2022. For further information, see “–Product creation–
Product safety” below.

Direct customer relations: go-to market model aligned with 
customer expectations
With recent major disruptions in the retail model for consumer 
products driven by digital businesses such Amazon and Alibaba, 
alongside a growing trend towards an omnichannel retail approach 
and the emergence of new third party online platforms for automo-
tive sales, convenience, hassle-free purchases and availability of 
products online are key features that customers increasingly require 
when shopping for a new car and/or mobility service. Moreover, it 

has been shown that one fifth of young customers are deeply dis-
satisfied with the way cars are currently being sold.13 As a result of 
these changes and customer preferences, Volvo Car Group is 
actively implementing new ways to go to market by changing what, 
how and where to sell its products and services to maximise the 
benefits of digitisation and changes to customer demand. Addition-
ally, Volvo Car Group’s plans coincide with wider changes in the 
industry with the availability of third-party mobility providers with 
strong online platforms, providing ride-hailing, ridesharing, and 
pay-as-you go car sharing models that are looking to disrupt the 
traditional automotive industry and approach customers in new and 
innovative ways.

In response to these significant changes, Volvo Car Group is 
implementing a fundamental shift to offer more transparent and 
complete customer offerings through its online store and offline 
channels. This is intended to be achieved by implementing:
• new ownership models, including subscriptions, with fixed and 

flexible payment plans that are intended to be aligned with 
changing customer demand for usage over ownership; 

• a shift to online sales allowing customers to interact and shop 
with Volvo Car Group whenever and wherever they are, which is 
expected to strengthen Volvo Car Group’s competitiveness and 
availability and support accelerated sales growth; 

• a demand-based production structure that reduces inventory 
times and improves inventory management, by leveraging data 
including customer surveys on pricing that facilitate demand 
analysis; 

• a more complete product offering including financing, insurance 
and other services thus facilitating higher customer retention 
through ancillary services and enable recurring revenues; and

• where legally possible, centralised pricing across all sales chan-
nels to provide Volvo Car Group with better control over product 
retail prices and ownership of pricing data. 
Volvo Car Group has adopted a mid-decade ambition for 50 per 

cent of sales volumes to be derived from online channels. Volvo Car 
Group believes that by shifting to direct customer relationships this 
will better align its offerings with customer expectations, increase 
price transparency, provide opportunities for recurring revenue, 
reduce costs of sales and distribution, and improve business effi-
ciency. The development of these direct customer relationships 
therefore forms an important component of Volvo Car Group’s 
strategy.

Greater alignment of offers and experiences with customer 
expectations is accelerated by Volvo Car Group’s new ownership 
models. Customers are able to choose among fixed and flexible 
payment plans in the subscription based offerings, and Volvo Car 
Group’s demand-based production system enables quick customer 
deliveries due to centralisation and streamlining of the ordering sys-
tem and processes, including pre-defined and simplified car and 
service specifications. Furthermore, Volvo Car Group believes that 
its customer care package including financing, car subscription, 
insurance, software and service will increase customer retention.  

Volvo Car Group aims, where legally possible, to establish trans-
parent prices across all sales channels (retailers, online and studios)  
 

13) Source: Accenture, The future of automotive sales: Direct. A new way for 
OEMs and dealers to thrive in times of disruption, 2019.
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and to control the pricing strategy, data and implementation that 
was previously controlled by its retail partners. Through the direct 
online subscription model, Care by Volvo, Volvo Car Group is also 
moving away from the traditional OEM business model to a model 
which encourages longer-term relationships with customers allow-
ing for recurring revenue and reduced marketing expenses.  

Volvo Car Group expects its sales and distribution costs to 
decrease as well as its business efficiency and profitability to 
improve by moving to direct online sales, partly due to making use 
of digitisation and thus be able to take over many tasks previously 
carried out by its retail partners. Moreover, through direct online 
sales, Volvo Car Group expects that its revenue can increase as 
transactions are made directly between Volvo Car Group and its 
end customers with limited intra-brand competition, which is also 
expected to benefit the Group’s gross margin. In addition, through 
direct online sales, Volvo Car Group expects to capture more value 
from insurance sales, services linked to subscription offerings and 
its off-balance sheet financing solutions. Initial investments in cen-
tralised online platforms and streamlining of systems are intended 
to yield mid and long-term positive results. Volvo Car Group also 
builds an in-house direct sales organisation catering for sales sup-
port, customer care, fleet management and used car sales. 

The shift to online channels and direct sales requires digital tools 
which ensure an integrated interaction between online and offline 
customer touchpoints. Volvo Car Group has made significant digital 
investments, such as the new customer relationship management 
(“CRM”) platform, a sales and ordering platform, a new online store 
and the Volvo Cars app. The app, when fully implemented, will be a 
comprehensive resource for Volvo Car Group information, manuals 
and support and includes a range of features such as allowing users 
to monitor battery status, charging levels, electric driving patterns, 
adjust climate systems remotely, remotely lock and unlock cars and 
book car servicing appointments. These direct relationships are 
intended to enable Volvo Car Group to maintain ongoing contact 
with existing customers, offering the opportunity to provide cus-
tomers with relevant offerings, information, financing alternatives 
as well as communicate with them regarding the service and sale of 
their used cars. 

Through its online channels, Volvo Car Group can improve capital 
efficiency, create data-driven production scheduling and enable 
sales planning, thereby leading to reduced delivery times and fewer 
rebates. However, Volvo Car Group’s direct sales model can also 
lead to its cars being kept on its balance sheet for longer than its 
premium segment peers which do not use direct sales. This leads to 
slower revenue recognition relative to its premium segment peers. 
Volvo Car Group’s transformation to direct online sales began in 
2018 with an initial pilot in Germany to test competence and mar-
ket demand which laid the foundation for the roll out of the Care by 
Volvo online subscription offer in four additional European markets, 
the Netherlands, Norway, Sweden and the United Kingdom, as well 
as to the United States. In addition to this, all fully electric cars are 
sold online directly in China via cash purchases and lease financing, 
with a subscription model expected to be launched within the next 
two years.

Direct online subscriptions accounted for approximately 10 per 
cent of total sales in Germany during the first six months of 2021, 
attracting new customer groups that according to a Volvo Car 

Group’s customer survey conducted in November 2020, would not 
have bought a Volvo at all, if not for the direct online subscription 
offer. During the same period, 5–10 per cent of sales in Sweden, 
the Netherlands, Norway, the United Kingdom and the United 
States were direct online subscriptions (compared to 2–8 per cent 
in 2020, where direct online subscriptions were not rolled out in all 
markets for the full year). As a result, Volvo Car Group had more 
than 10,000 active online direct sales contracts up until June 2021.

To mitigate the adverse impact of the COVID-19 pandemic on 
floor traffic in the showroom of its retail partners in ten European 
key markets where direct online sales is not yet rolled out, Volvo Car 
Group launched the first version of the “Site to Store” initiative in 
2020, providing an online buying experience with the only differ-
ence being that the transaction is facilitated through a retail partner 
and not Volvo Car Group. One of the insights from this initiative was 
that the business benefited from reducing the complexity of its 
online offerings and making more cars available quicker. Volvo Car 
Group believes that its shift to direct online sales will increase cus-
tomer satisfaction and through the sharing between models of the 
production pipeline and production slots, it will minimise stock and 
lead to higher volumes per component. As a result, Volvo Car Group 
believes that the path towards 50 per cent online sales by the 
mid-decade is clear, with a rollout plan that assesses the priority of 
geographical markets based on their estimated size of online sales 
volumes.

Volvo Car Group’s investment in a renewed online store is ongo-
ing and will be an addition to existing sales channels, including its 
retail partners and studio concepts. The Volvo Studios are currently 
being rolled out and were live in twelve cities in August 2021, and 
are intended to be physical spaces in cities and other urban centres 
designed to build personal and direct customer relationships. The 
Volvo studio concept is an extension of the online store and a touch-
point where customers can complement their online journey with a 
physical experience when shopping for new Recharge models and 
services. 

Fastest transformer: unique structure, open to tech partner-
ships, distinct culture
Volvo Car Group believes that its creative and purpose driven cul-
ture and diverse workforce is central to its continued and future 
success in the highly competitive premium car industry. The busi-
ness being conducted responsibly is a fundamental part of Volvo 
Car Group’s strategy, and it believes that conducting business 
responsibly helps Volvo Car Group attract and retain talent and sup-
port better employee engagement. Volvo Car Group’s culture is 
built on delivering the best possible experience to its customers, 
and, to do so, Volvo Car Group encourages its employees to con-
tinue to learn, be creative, innovate and collaborate in order to build 
trust with its customers and to make a difference by striving to 
improve the business outcome of their team, division, and as a 
result, Volvo Car Group. 

Volvo Car Group’s ambition is to attract and retain talent across 
the world and bring out the best in its people to deliver on its stra-
tegic ambitions. As a result, Volvo Car Group focuses on its people 
and strives to improve performance and engagement through its 
commitment to safety and sustainability together with focusing on 
making the lives of its customers easier. Through this, Volvo Car 
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Group believes that it is able to demonstrate to its employees that 
they contribute to and are part of a greater cause. Volvo Car Group 
aims to be an employer of choice for potential employees and 
encourages its employees to continuously grow and develop.

Volvo Car Group actively works towards making its potential tal-
ent pool as large as possible by identifying potential talents in 
underrepresented groups, actively addressing unconscious bias and 
developing the next generation of innovators and leaders of its busi-
ness. For example, in 2018, Volvo Car Group committed to a 50/50 
male and female gender balanced leadership, which aims to secure 
balanced inflow during any given period, thus over time adjusting 
the leadership gender balance to 50/50. The commitment intends 
to drive diversity in Volvo Car Group and thereby increase innova-
tion and performance. See “–Employees” below for a more detailed 
discussion of the various initiatives. Through a culture where people 
can be their authentic self and that encourages and welcomes dif-
ferent perspectives, Volvo Car Group believes it is able to create the 
prerequisites for high performance and engagement. Volvo Car 
Group’s employee survey conducted by Glint inc. (“Glint”) in May 
2021 demonstrated that there is high engagement among its peo-
ple. According to the Glint survey, Volvo Car Group was given a 
76 per cent engagement score out of 100, which is above the global 
benchmark of 74 per cent.14 This survey also showed that Volvo Car 
Group’s people were particularly happy with their closest col-
leagues, their ability to be their authentic self at work and their con-
tribution to Volvo Car Group’s overall performance.

Furthermore, Volvo Car Group is shifting competences both 
within and outside its organisation to align with its broader strate-
gies. For example, in order to lead the transformation to direct 
online customer sales, full electrification, AD and new mobility ser-
vices, Volvo Car Group must invest heavily in, among other things, 
competences within these areas. To achieve its transformation, 
Volvo Car Group expects that it will need approximately SEK 20 bil-
lion in net working capital from now until the mid-decade. As a 
result, these heavy investments in transformation will lead to a 
deprioritising and reduction of investments in non-focus areas to 
support further growth in the longer term. Therefore, Volvo Car 
Group continues to recruit actively in prioritised areas such as soft-
ware development and is focused on attracting the best software 
engineering and coding talent, while creating an organisation that is 
well-equipped to be an environment of constant improvement and 
innovation, as opposed to more traditional automotive bi-annual 
software product updates.

To complement these internal competences, Volvo Car Group is 
collaborating with major technology companies, and is actively 
seeking further external partnerships. This approach enables a fast 
transformation with joint value creation, and Volvo Car Group 
believes that it is viewed as an attractive partner due to its agility, 
nimbleness, openness and curiosity towards new technology, 
unpretentious approach, collaboration and customer focused 
model. Volvo Car Group’s collaborative partnerships include 
Google, Luminar, and NVIDIA. Please refer to “–Becoming a leader 
in new technology: speed and value creation through in-house 
development and new central compute technology” above.  
 

14) For further information, see “–Employees” below

Volvo Car Group believes that it is a uniquely structured automotive 
brand because it exerts operational control over and consolidates 
its Chinese operations in a way that no other Western OEM to date 
has replicated, and its relationship with companies within the Geely 
ecosystem allows it to benefit from sharing existing and future 
technology, coordination of procurement and economies of scale to 
achieve synergies, competitiveness and deliver long-term value. 
Volvo Car Group believes that the collaboration with the Geely eco-
system has and will continue to bring increased speed to the trans-
formation of Volvo Car Group. For example, Volvo Car Group plans 
to rely on engineering and manufacturing support from Ningbo 
Geely for the development and manufacturing, as well as certain 
after-market responsibilities, of Volvo Car Group’s next generation 
fully electric small SUV (see “Legal considerations and supplemen-
tary information–Material agreements–Licence and intellectual 
property-related agreements–Development of Volvo Car Group’s 
next generation fully electric small SUV”). Furthermore, through 
cooperation within the Geely ecosystem, Volvo Car Group expects 
to achieve synergies due to shared modular architecture, mul-
ti-brand plants that are adaptable in response to demand and the 
opportunity for joint purchasing for leverage.

Volvo Car Group believes that key partnerships and collabora-
tions that have created long-term value for Volvo Car Group include: 
• Reduction of procurement costs by leveraging the greater scale 

of common components purchased from suppliers to negotiate 
lower prices and secure availability of necessary parts: There is a 
high level of commonality of components used across different 
car models on the same vehicle architecture, in particular cars 
based on the jointly developed CMA. In 2017, Volvo Car Group 
established a 50/50 joint venture with Geely Holding, GV Auto-
mobile Technology (Ningbo) Co., Ltd. (“GVAT”), to manage the 
CMA and to realise cost savings in procurement by leveraging 
both parties’ combined production volume related to this tech-
nology and to negotiate volume discounts with suppliers. The 
tasks of GVAT are now considered essentially fulfilled and future 
collaboration between different companies within the Geely eco-
system is intended to be carried out directly between involved 
parties. Volvo Car Group believes it has been able, and will also in 
the future continue, to enhance the cost competitiveness of its 
car production both in China and globally. Please also refer to 
“Legal considerations–Material agreements–Joint venture 
agreements, etc.–GVAT”.

• Ability to spread Volvo Car Group’s research and development 
costs over a broader base: Research and development cost shar-
ing between Volvo Car Group and for example Polestar and LYN-
K&CO means that all parties have been able to reduce research 
and development costs per unit of production, increasing their 
ability and the speed at which they are able to offer new technol-
ogy to customers and Volvo Car Group expects this will also facil-
itate a profitable transformation to fully electric cars. In addition, 
CEVT was used to develop the CMA and investment costs were 
shared equally between Volvo Car Group and Geely Holding. 
Volvo Car Group has, since 2017, adopted the CMA as the archi-
tecture used for the XC40 and, since October 2021, also for the 
C40 Recharge. Additionally, as a part of its collaboration with 
Polestar, Volvo Car Group has agreed to build Polestar 2 on the 
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CMA and future models, such as Polestar 3, on the next genera-
tion fully electric vehicle architecture.  

• Use of Volvo Car Group’s and Geely Holding’s production foot-
print more flexibly by producing different brands and models in 
the same plants: As cars designed on the same vehicle architec-
ture can be produced on the same manufacturing lines, Volvo Car 
Group has the ability to use the combined production footprint of 
Volvo Car Group and Geely Auto flexibly to maximise its utilisa-
tion and to adapt quickly to changes in demand for different 
models in different regions. For example, Volvo Car Group pro-
duces cars based on the CMA in the Luqiao facility in China.15 
Models that are produced at the Luqiao plant currently include 
the XC40 and Polestar 2. Volvo Car Group’s plants in Charleston, 
South Carolina, United States and Chengdu, China will produce 
both Volvo cars and the new Polestar 3.

• Distribution and service channels: Volvo Car Group has the 
opportunity to support its affiliates globally, adding further scale 
for retailers, and facilitating cost savings for itself and for retail-
ers. In addition, digital systems, such as the system used in the 
workshops for software downloads, can potentially be shared 
between Volvo Car Group and its affiliates, such as on non-cus-
tomer facing interfaces facilitating further synergies. 

Polestar strategic affiliate: established by Volvo Car Group 
Volvo Car Group has a strategic partnership with Polestar, a pro-
gressive stand-alone electric performance brand, established by 
Volvo Car Group as a part of the Group’ strategic focus on electrifi-
cation and sustainability. Volvo Car Group’s acquisition of the Pole-
star brand in 2015 facilitated the use of the brand as an automotive 
brand, and facilitated Polestar’s expansion on the electric car mar-
ket. Polestar has award-winning products, most recently winning 
“Product Innovation of the Year” for the Polestar 2 model 

15) In October 2021, Volvo Car Group and Geely Holding agreed to transfer the 
Luqiao plant from Geely Holding to Volvo Car Group. Following completion of 
the acquisition, which is expected to take place during the fourth quarter of 
2021, the plant will be referred to as the Taizhou plant. See “Operating and 
financial review–Corporate transactions–2021–Acquisition of the Luqiao 
plant” for more information.

at the Sustainability Leaders Awards in 2021 and being awarded 
“Car of the Year” for the Polestar 1 and the Polestar 2 by Insider in 
2020.16 Polestar also has a pipeline of products across various car 
categories, that is focused on the premium electric car market. 
Volvo Car Group’s partnership with Polestar generates synergies 
and advantages for both parties through common technology 
development and sourcing, also enabling scale benefits through 
additional volumes in manufacturing plants. Volvo Car Group and 
Polestar can share experiences from their respective omni-channel 
sales activities and online platforms and Polestar can also leverage 
Volvo Car Group’s extensive physical store distribution and service 
network, which adds new business opportunities for Volvo Car 
Group’s retail partners and consequently can improve Polestar’s 
time to market. On 27 September 2021, Polestar announced that it 
had entered into a business combination agreement with Gores 
Guggenheim, a special purpose acquisition company (SPAC) whose 
securities are listed on Nasdaq New York. According to the 
announcement, following completion of the business combination, 
Polestar UK (then being the new parent company of the Polestar 
group) is expected to be listed on Nasdaq New York in the first half 
of 2022. Under the business combination agreement, Polestar is 
expected to have a post-de-SPAC implied enterprise value of USD 
20 billion (SEK 175.2 billion) and an implied equity value17 of USD 
21.3 billion (SEK 186.6 billion), implying that Volvo Car Group’s 
expected indirect holding of 48.1 per cent of the shares in Polestar 
would be valued at USD 10.2 billion (SEK 89.4 billion). As of 31 
August 2021, the book value of Volvo Car Group’s shareholding in 
Polestar, calculated according to the equity method, was SEK 3.2 
billion.18 Following completion of the de-SPAC, Volvo Car Group 
will remain the largest shareholder of Polestar. See also “–Strategic 
affiliates and strategic investments–Polestar – Progressive electric 
performance brand” below.

16) Edie is a business media brand that empowers sustainability, energy and 
the environment. Edie Sustainability Leaders Awards is an U.K. sustainability 
awards scheme, recognising the people, projects and initiatives that are accel-
erating business transformation. Insider’s “Car of the Year” is awarded by the 
U.S. financial and business news website Business Insider.
17) The equity value corresponds to the enterprise value plus net cash. Net 
cash is depending on the potential level of redemption in the de-SPAC process.
18) In Snita Holding B.V., the Volvo Car Group entity holding the shares in Pole-
star, the book value amounts to SEK 5.8 billion, corresponding to the accumu-
lated acquisition cost.
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History and heritage
Volvo Car Group was founded upon the concepts of quality and 
safety by Assar Gabrielsson and Gustaf Larson in Gothenburg, 
Sweden, and in 1927 the first Volvo car, the ÖV4, was released. In 
1978, Volvo Car Group was reorganised as a separate entity from 
AB Volvo, and in 1999, Volvo Car Group was acquired by Ford 
Motor Company (“Ford”) and remained part of Ford’s Premier 
Automotive Group until 2010.

In 2010, Ford sold its ownership in Volvo Car Group to Geely 
Holding, and following that acquisition, Volvo Car Group imple-

mented a strategic transformation, from its status as a division 
within Ford’s large car group into a standalone premium car com-
pany. Between 2010 and 2015, Volvo Car Group made significant 
investments in technology, its geographical footprint and internal 
organisation to establish a solid foundation for future growth. Volvo 
Car Group has since been able to build on this foundation to sub-
stantially refresh and refocus its product portfolio, while continuing 
to expand its global presence in Europe, China, the United States 
and other markets in the Americas, EMEA and Asia-Pacific regions.

Timeline of Volvo Car Group
Year Events

1927 Assar Gabrielsson and Gustaf Larson launch the first Volvo car in Gothenburg, Sweden.

1959 Volvo engineer Nils Bohlin invents the three-point safety belt.

1964 Opens its plant in Gothenburg, Sweden, which remains its largest production facility.

1972 Environmentalism is added to Volvo’s existing core values of Safety and Quality.

Invents the rearward-facing child safety seat.

1976 Releases the Lambda Sond, the world’s-first catalytic exhaust control system that reduces harmful emissions from petrol engines by up to  
90 per cent. 

1977– 
1978

Volvo 240, fitted with the Lambda Sond, is awarded the American National Environmental Industry Award in 1977 and named the cleanest 
car in the United States by the California Air Resources Board in 1978.

1991 Invents the structural side impact protection system, which transfers a large proportion of the force in a side impact collision to beams, pillars, 
the floor, the roof and other structural components of the car.

1994 Invents side impact airbags, which are an important part of the side impact protection system, at the driver’s and the front passenger seats to 
protect the chest and the hip of the driver and passenger.

1998 Develops the Inflatable Curtain – fitted along the headlining on both sides of the car, the inflatable curtain helps protect the driver and passen-
gers in the car’s outer seats in the event of an accident.

Introduces the Whiplash Injury Protection system that reduces the risk of whiplash injuries. The system consists of energy absorbing back-
rests and seat cushion, as well as a specially designed head restraint in the front seats.

1999 Acquired from AB Volvo by Ford.

2002 Commences the production of its first SUV model, XC90.

2008 Introduces the City Safety, a low-speed auto brake solution that supports drivers by automatically braking the car in the event of imminent risk 
of collision with an object in front of the car.

The global financial crisis and industry-wide lowered demand for cars affects Volvo Car Group’s operations.

2010 Acquired from Ford by Geely Holding.

2013 Develops a new powertrain family and architecture, the four-cylinder powertrains featuring a lightweight base powertrain that replaces its 
fourteen-engine powertrain family predecessor.

Establishes its manufacturing joint venture in China with Geely Holding and builds two manufacturing plants in Chengdu and Daqing, China, 
taking a step towards the expansion and establishment of its presence in the Chinese market.

2014 Completes the four-year in-house development of the SPA and launches the new generation XC90, the first car model built on the SPA, which 
had all safety, assist technology as standard. 

2015 Introduces its sustainability framework named OMTANKE and the Group’s first externally communicated sustainability commitments all with 
links to the UN Sustainable Development Goals.

2017 Announces its electrification strategy and becomes the first traditional OEM to announce a transformation to all-out electrification.

2018 Engine production facility in Skövde, Sweden becomes Volvo Car Group’s first climate neutral (in terms of CO2 emissions) production facility.
Construction of Volvo Car Group’s production facility in Charleston, South Carolina, United States is completed.
Introduces Care by Volvo, a car subscription service.

Announces the mobility brand M – Volvo Car Mobility, a premium brand to provide customers with on-demand, personal access to cars and 
optional services.

Joins forces with NVIDIA for the development of a highly capable, AI-based, central computer for the next generation of Volvo cars.

2019 Announces its long-term sustainability ambitions: aiming to become a climate neutral company and circular business by 2040 as well as to 
become a recognised leader in ethical and responsible business.

2020 Starts production of the XC40 Recharge, its first fully electric car.

Successfully concludes its largest restructuring program ever, to make room for new competence.

The COVID-19 pandemic affects Volvo Car Group’s business, and lockdowns and restrictions imposed on movement and social interactions 
result in short-term temporary closures of its manufacturing plants.

The global semiconductor shortage affects Volvo Car Group’s operations and results in temporary production halts during 2020 and 2021.

2021 Executes a number of structural changes to prepare the Group for a possible listing, including the separation of ICE operations, the restructur-
ing of Chinese joint ventures owning plants and R&D centre in China and the acquisition of the Luqiao plant.

Announces the intention to list its shares on Nasdaq Stockholm.

Announces that LiDAR will be made standard in the next generation vehicles.
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Mid-decade ambitions
All statements in this section are forward-looking statements. 
Forward-looking statements are not a guarantee of future perfor-
mance, and Volvo Car Group’s actual results may vary from the 
below mid-decade ambitions and those variations may be material 
as a result of many factors, including those discussed above and in 
“Risk factors”. Investors are urged not to place undue reliance on 
any of the statements set forth below.

Volvo Car Group is committed to becoming a leader in the premium 
electric car market, a preferred partner and aspires to actively con-
tribute to set a new global standard for the automotive industry. In 
order to achieve these goals, Volvo Car Group has adopted the fol-
lowing mid-decade ambitions:
• Sales of 1.2 million cars a year
• EBIT margin of 8–10 per cent
• 40 per cent reduction of CO2 emissions per car between 2018 

and 2025
• 50 per cent of sales will be fully electric cars
• 50 per cent of in house software development
• 50 per cent of sales online
• To be an employer of choice and preferred development partner

For additional information on Volvo Car Group’s sustainability 
related ambitions, see “–Sustainable development–Sustainability 
goals” below.

Dividend policy
Dividend pay-out will be assessed from year to year based on Volvo 
Car Group’s net income, financial position and investment needs.

Volvo Car Group will focus on delivering its fastest transformer 
and growth strategy through aiming for its mid-decade ambitions. 
Volvo Car Group’s capital structure and the proceeds from the 
Offering are expected to ensure the possibility of Volvo Car Group’s 
transformation even in case of a weakening market environment. As 
visibility on the transformation increases in the medium-term, the 
Group’s ambition is to increase dividend pay-outs towards historical 
levels and industry average. See “Shares and share capital–Certain 
rights attached to the share–Rights to  dividends and surplus in the 
event of liquidation” for additional information.

XC40 RECHARGE
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Volvo models 
Volvo Car Group currently designs, develops, manufactures and 
sells a range of premium cars, including SUVs, sedans and estate 
cars. Volvo Car Group’s focused range of premium cars is recog-
nised for its design, safety and technological innovation.

Volvo Car Group categorises its cars by model range (40, 60, 
and 90) as well as by body type (SUV (XC), Sedan (S), Estate (V) 
and the recently launched Crossover (C)). Since 2019, all models 
launched are offered with some kind of electric motor option; 
either full electric, plug-in hybrid (Recharge line-up) or as a mild 
hybrid. Currently, Volvo Car Group’s fully electric models include 
the XC40 Recharge and the C40 Recharge, and PHEV include all 
models except the C40, which is the first car only offered in a full 
electric version.

Estate (V) models:

V60

V90

Crossover (C) model

C40

 PHEV and ICE
 Fully Electric

Sedan (S) models:

S60

S90

SUV (XC) models:

XC40

XC60

XC90
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The following table sets forth Volvo Car Group’s sales volumes(1) by 
body type and model, respectively, for the periods indicated:

Six months ended  
30 June Year ended 31 December

2021 2020 2020 2019 2018 

SUV (XC) (units)

XC40 118,121 68,359 185,406 139,847 75,828

XC60 113,500 78,761 191,696 204,981 189,459

XC90 54,177 37,273 92,458 100,729 94,182

Sedans (S)

S60 26,359 20,458 52,251 42,795 40,499

S90 25,653 18,455 46,027 56,355 57,142

Estates (V)

V402) 26 2,352 3,394 51,542 77,587

V60 31,225 31,273 64,912 68,577 54,095

V90 11,696 12,386 25,569 40,621 53,461

Total 380,757 269,962 661,713 705,452 642,253

1) Sales volumes in this table represent retail sales volumes. Retail sales are 
sales to end customers (including a portion of cars used as customer loaner and 
demo cars) and is an industry standard measure to evaluate the demand from 
the end-customers.
2) Volvo Car Group started to phase out the V40 according to plan in late 
2019.

Product creation
Design
Volvo cars are designed and developed by award-winning teams at 
design centres in Gothenburg, Sweden, Shanghai, China and Sun-
nyvale, California, United States, having received a large number of 
awards principally in the areas of design, product, safety and tech-
nology, including receiving European Car of the Year in 2018 for the 
XC40, as chosen by a jury of automotive journalists from over 20 
countries 19, Beste Design Neuheit 2018, Sieger Mittelkasse for the 
V60 as chosen by Auto Motor und Sport and Best Cars 2019, 
Obere Mittelkaasse Importwetung for the V90 and S90 as 
awarded by Auto Motor und Sport.20 Volvo Car Group’s three-stage 
design process focuses on functionality, quality and precision of 
detail and visual expression, and Volvo Car Group believes that its 
cars are sophisticated, safe and capable cars. In addition, Volvo Car 
Group believes that its Swedish heritage and connection to the 
Scandinavian lifestyle is reflected in the design of its cars. As part 
of Volvo Car Group’s electrification strategy, the implementation of 
fully electric cars will require the re-design of certain existing mod-
els because the electrification process represents a development 
that is far greater than just a change in powertrain but a wider shift 
in car design including design changes to achieve optimum energy 
efficiency of the product.

Technology
Ever-changing customer expectations shape technological develop-
ments in the automotive industry. In order to remain responsive to 
shifts in customer expectations, Volvo Car Group has invested 
heavily in the development of technologically advanced cars, and it 

19) Source: www.caroftheyear.org/winners/2018/index.php
20) Auto Motor und Sport is a German automobile magazine published fort-
nightly by Motor Presse Stuttgart.

believes that it is at the forefront of capitalising on current premium 
market trends, including vehicle and engine architecture, electrifica-
tion, safety, AD, CO2 emissions and connectivity. In 2021, Volvo Car 
Group revealed its central computer, expected to be launched in 
2022 and included in all next generation electric vehicle architec-
ture, with production expected to begin in 2023, which enables a 
faster iteration of software while providing the car greater process-
ing power. The inclusion of this technology is intended to create a 
better experience for customers (including new and continuously 
enhanced software features). Volvo Car Group has more than dou-
bled its in-house software development capabilities in the last five 
years and expects that trend to continue. Volvo Car Group expects 
that the transformation to carrying out software development 
in-house will allow it to create new customer offerings and better 
control costs, increase development speed and open it up further to 
third party innovations. 

Vehicle architecture
Volvo Car Group is currently using two in-house developed vehicle 
architectures, the SPA and the CMA. The CMA has been developed 
since 2014 in collaboration with CEVT and Ningbo Geely. The SPA 
was developed in-house between 2010 and 2014. As a result of 
these two new flexible modular architectures, Volvo Car Group 
believes it has taken advantage of commonalities between the SPA 
and CMA, thereby creating economies of scale, lowering new 
model development costs and reducing time to market. Due to this, 
Volvo Car Group expects its future cars to also be produced on 
cost-sharing platforms. Currently, a new electric central compute 
architecture is being developed for the next generation of fully elec-
tric cars.

Current generation vehicle architecture
SPA
The SPA is a global, full size vehicle architecture that was devel-
oped in-house between 2010 and 2014. The XC90, which launched 
in 2015, was the first car built on the SPA. As one of the corner-
stones of Volvo Car Group’s products, the SPA utilises shared mod-
ules and scalable systems and components, allowing a range of 
cars, all of differing complexity, to be fitted on the same vehicle 
architecture. The architecture is highly flexible allowing enhance-
ments of technological features such as driveability, electrification, 
safety, connectivity and interior space. For example, with a raised 
central tunnel for transmission, the SPA can be used to build 
PHEVs. As different models developed on the SPA, including all the 
60 and 90 car models, can be produced on the same production 
line, Volvo Car Group can generate significant economies of scale 
and control production cost more efficiently.

CMA
Since 2014, Volvo Car Group has developed the CMA, the next 
generation C segment vehicle architecture for the smaller compact 
cars (for example, the XC40), together with Ningbo Geely and 
CEVT. The development costs for the CMA were shared equally 
between Ningbo Geely and Volvo Car Group and the initial cash 
investment for research and development required to develop this 
architecture was provided by Ningbo Geely. The technology for the 
CMA is owned by Ningbo Geely. However, Volvo Car Group has an 
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Since 2017, Volvo Car Group has ceased investing in new diesel 
engine development, committed to divest its existing ICE opera-
tions and will only maintain a minority ownership (allowing access 
to the business as well as governance rights) in an ICE joint venture 
with Geely Holding in order to advance Volvo Car Group’s electrifi-
cation strategy. See “–Investment highlights–Full electrification: 
becoming a leader in the fast-growing premium electric segment” 
above and “Operating and financial review–Corporate transac-
tions–2021–Separation of ICE operations” for a more detailed dis-
cussion of the phase-out of ICE in Volvo Car Group.

Electrification
As a result of environmental concerns, a shift in customer prefer-
ence and regulatory restrictions on CO2 and NOx emissions, the 
automotive industry is moving towards electrification. Volvo Car 
Group believes electrification is integral to its future business and is 
an important way to create more sustainable mobility and reduce 
climate change. Therefore, Volvo Car Group has implemented an 
electrification strategy intended to reduce CO2 emissions, align its 
global operations with the carbon neutrality goals of the Paris 
Agreement and ensure ownership of an electric car is as convenient 
as possible for customers. As part of its sustainability efforts, Volvo 
Car Group was the first traditional OEM to publicly announce its 
commitment to phase out diesel engines. Since 2017, Volvo Car 
Group no longer develops new diesel engines and since 2019, every 
new Volvo car model launched is offered with an electric motor.

In March 2020, Volvo Car Group inaugurated a brand-new bat-
tery assembly line at its plant in Ghent, Belgium, in preparation for 
the production of Volvo Car Group’s first fully electric car, the XC40 
Recharge. Furthermore, the C40 Recharge is the first Volvo car 
model designed to be fully electric from inception and sold directly 
online in selected markets. Production of the C40 Recharge com-
menced in October 2021. 

In 2020, Volvo Car Group opened a brand-new electric motor 
laboratory in Shanghai, China for the development and testing of 
electric car components. Volvo Car Group will assemble electric 
motors in Skövde, Sweden, a business that is not included in the 
separated ICE operations. Initially, the business will be carried out 
with support from the separated engine production facility and, 
eventually, by the Group establishing a complete in-house elec-
tric-motor production by mid-decade. Volvo Car Group plans to 
invest MSEK 700 to this initiative over the next three years.

Volvo Car Group believes its electrification strategy will create 
significant in-house competences that will result in a number of key 
advantages including the ability for Volvo Car Group to engineer its 
own sustainable components and systems, to secure know-how 
through in-house development, to realise potential cost reductions, 
to improve development speed and quality of its components and 
systems, increased energy efficiency and developments that can be 
aligned with its in-house software development.

Batteries 
Battery production is an area of increased focus for Volvo Car 
Group, and in addition to existing battery laboratories in China and 
Sweden, in March 2020, Volvo Car Group established new battery 
pack assembly lines in Ghent, Belgium and Luqiao, China in line 
with Volvo Car Group’s electrification strategy. Volvo Car Group 

irrevocable, perpetual licence to use the technology and pays a 
licence fee, which have been coordinated through GVAT (for further 
information on GVAT, please refer to  “Legal considerations and 
supplementary information–Material agreements–Licence and 
intellectual property-related agreements–Agreement with Ningbo 
Geely regarding the CMA platform”).

The CMA is a modular vehicle architecture that allows for the 
development of different cars with different performance levels to 
be fitted on the same vehicle architecture, ensuring tailor made 
solutions for Volvo Car Group. Production for Volvo Car Group’s first 
CMA platform produced car, the XC40 started in Ghent, Belgium in 
2017. With the CMA, Volvo Car Group and Geely Holding are able 
to share costs for the development of components, systems and 
other parts to different models of smaller cars with different levels 
of performance, and leverage Geely Holding’s Chinese sourcing and 
procurement capabilities. The CMA has been designed from the 
outset to embrace electrification and offers twin engine plug-in 
hybrids as well as fully electric models.

Coming electric central compute architecture
The forthcoming electric central compute architecture is based on 
scalable modules for software and hardware that is defined by a set 
of interfaces, systems and components that form a common struc-
ture from which a stream of derivative products can be efficiently 
developed and produced. The modular toolbox provides modules, 
components, software and scaling elements needed to offer desired 
performance and cost bandwidth. The purpose-built architecture is 
free from ICE legacy, which enables better integration of body 
structure, interior cabin space, electronics, motors and power sup-
ply structure. With simplification of cockpit, electronics and body 
structure, Volvo Car Group expects that the relevant costs (including 
production costs and material costs) can be substantially lowered. 
By using the central compute technology, wiring ECUs and addi-
tional structural components can be eliminated and the overall 
design complexity can be reduced. The platform is set to underpin a 
number of car models over a wide range of car sizes and Volvo Car 
Group believes that sharing architecture and modules within the 
Geely ecosystem can increase economies of scale and therefore 
reduce material costs, development costs, as well as production 
costs.

Engine architecture
Powertrain architecture
In 2013, Volvo Car Group introduced a new powertrain architecture, 
Volvo Engine Architecture (“VEA”), which featured high specific 
performance, a modular lightweight base powertrain and low fuel 
consumption. VEA replaced seven driveline architectures with one 
single architecture together with two engines, called the Drive E 
powertrain. The Drive E powertrain consists of two 4-cylinder 
engines (diesel and petrol versions) which were prepared for future 
electrification and plug-in hybrid solutions that cover the full pow-
ertrain from entry level performance to high performance. Through 
the use of VEA, Volvo Car Group has been able to take advantage 
of  economies of scale and production efficiency and flexibility 
due to the similarity in powertrain mountings and component 
 commonality.
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uses lithium-ion batteries in its electric vehicles and has signed 
long-term agreements with battery makers to ensure the global 
supply of lithium-ion batteries. Volvo Car Group seeks to ensure 
that its customers can drive electrified Volvo cars with the knowl-
edge that the material for the batteries has been sourced responsi-
bly, and recognises the social and environmental risks associated 
with lithium-ion batteries, including the use of cobalt, copper, lith-
ium and mica and works proactively with its suppliers to secure full 
transparency and traceability of its cobalt, tin, tantalum, tungsten 
and gold supply chain. During 2019, Volvo Car Group announced 
the use of blockchain technology to ensure traceability of cobalt 
used in batteries and during 2020, the use of blockchain traceabil-
ity was expanded to include mica insulation sheets, all critical raw 
materials in batteries and CO2 consumption for the battery produc-
tion. Volvo Car Group also has a battery strategy to keep batteries 
operating in the car for as long as possible including service and 
remanufacturing. At the end of the life of a battery, they are to be 
recycled potentially in closed loops with external partners. In 2019, 
Volvo Car Group entered into long-term supply agreements with 
battery makers Contemporary Amperex Technology Co. Limited 
(CATL) and LG Chem Ltd with respect to lithium-ion batteries.  In 
addition, Volvo Car Group has entered into a non-binding memoran-
dum of understanding with the Swedish battery developer and 
manufacturer Northvolt regarding supply of battery cells and joint 
ventures regarding R&D and production of battery cells, that are 
tailored to power the next generation of fully electric Volvo and 
Polestar cars. Through the intended partnership with Northvolt, 
Volvo Cars Group expects to build up an efficient and cost effective 
supply of high quality sustainable batteries through receiving 
access to Northvolt’s significant sustainable battery cell and chemi-
cals experience which it could align with its own significant vehicle 
integration expertise. Volvo Car Group forecasts that its cost of bat-
tery will decrease by 40 per cent by 2025. Volvo Car Group expects 
that batteries obtained through its intended partnership with 
Northvolt will be primarily used in its European operations and 
Volvo Car Group intends to source batteries from other partners 
globally in order to secure supply for the rapidly growing electric car 
market. See “–Supply chain and procurement” below and “Legal 
considerations and supplementary information–Material agree-
ments–Joint venture agreements, etc.–Intended partnership and 
joint ventures with Northvolt” for more information.

AD
Volvo Car Group is committed to car safety innovation and has a 
history of leading the development of ADAS technology. Over the 
course of Volvo Car Group’s history, it has introduced ADAS safety 
features such as City Safety, a standard offering of autobrake func-
tions involving collision avoidance, mitigation technologies, and the 
world’s first capability to automatically brake at an intersection. 
Volvo Car Group believes that through the gradual, safe and respon-
sible introduction of AD technology, road safety can be revolution-
ised, and development in these key areas offers the possibility to 
further advance driver safety, reduce injuries and fatalities in traffic 
accidents and radically improve traffic safety for society as a whole. 
Building on its experience developing AD features, Volvo Car Group 
intends to introduce a new feature called One Pilot in its next gen-
eration of cars produced on the next generation fully electric vehicle 

architecture. The One Pilot feature is aimed at, under certain driving 
conditions, enabling fully autonomous highway driving and is 
intended to be launched after it has been verified as safe for appli-
cation in specific geographic locations. One Pilot shall support driv-
ers through three different modes of operation, namely Drive, 
Cruise and Ride, which are intended to be continuously improved 
and evolved by Volvo Car Group. The Drive mode shall help drivers 
to avoid collisions by providing warnings and information as well as 
adopting automatic braking and steering interventions. The Cruise 
mode shall improve the driving experience by controlling vehicle 
motion under driver supervision, while maintaining the same stand-
ard of safety as under the Drive mode. Under the Ride mode, drivers 
can free themselves from operating the steering wheel and the cars 
will operate on their own. The Ride mode, which is intended to be 
first introduced for highway journeys, is expected to be offered in a 
limited number of geographic locations and will be expanded grad-
ually. Volvo Car Group’s next generation fully electric vehicle archi-
tecture is planned to be available as hardware-ready for AD in 
2022. In addition, Volvo Car Group expects that Zenseact, a stand-
alone company within Volvo Car Group that focuses on the develop-
ment of software for AD, will provide both highly capable driver 
assistance functionality and unsupervised driving features for the 
next generation Volvo cars. 

In May 2020, Volvo Car Group announced a partnership with 
Luminar, an autonomous car sensor and software company in 
which Volvo Car Group holds a minority interest, to provide high 
performance LiDAR and perception technology for Volvo Car 
Group’s next generation cars. As LiDAR technology enables cars to 
detect where obstacles are (which cameras and radar alone cannot 
achieve), this technology is critical for perception and safe deci-
sion-making to enable safe AD capabilities at high speeds and in 
complex environments, and this technology also improves safety 
performance. 

In addition to offering AD cars to customers in the longer term, 
Volvo Car Group also sees an opportunity in offering cars with 
redundant systems for steering, power and braking to operators of 
unmanned taxis, also referred to as robotaxis, which are shared 
mobility cars used in taxi and shuttle business models. From 2016 
to 2021, Volvo Car Group jointly developed redundant systems with 
Uber Apparate B.V. (“Uber”) for cars which are able to incorporate 
the latest developments in AD technologies, up to and including 
fully autonomous driverless cars, operations that Uber transferred 
to Aurora in 2021. Under the robotaxi project, Volvo Car Group 
owns the jointly developed intellectual property rights relating to 
the design, manufacture, modelling and testing of the AD base cars. 
In June 2020, Volvo Car Group announced a partnership with 
Waymo. As a result of this partnership, Waymo is intended to be 
the exclusive Level 4 AD partner of Volvo Car Group, and Waymo 
and Volvo Car Group intend to work together to integrate Waymo’s 
AD technology, the Waymo Driver, into Volvo Car Group’s electric 
vehicle architecture for ride-hailing services. In April 2021, Volvo 
Car Group announced its strategic collaboration agreement with 
DiDi Autonomous Driving (“DiDi”), the self-driving technology arm 
of Didi Chuxing, a major Chinese mobility technology platform. At 
the end of 2020, Volvo Car Group provided DiDi with a number of 
XC90 cars equipped with backup systems for functions and power 
supply, and in the third quarter of 2021, Volvo Car Group has pro-
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vided DiDi with additional XC90s and will continue to work with 
DiDi to integrate the additional software and hardware required to 
make these products fully ready for AD. As a result of this strategic 
collaboration, Volvo cars are expected to be the first to integrate 
DiDi’s new self-driving hardware platform, DiDi Gemini, and a hard-
ware platform intended to be deployed for ride-hailing capabilities 
in DiDi’s network in the future so that these systems will eventually 
allow robotaxis to operate without safety drivers.

Connectivity
Volvo Car Group has evaluated how cars can be used as they 
become digital software products that are increasingly viewed as 
computers on wheels, with users expecting them to develop at a 
similar pace to other digital products and services used in daily life. 
By storing, analysing, and acting on the real world data and usage 
patterns collected from the connected vehicle, OEMs can drive 
internal benefits, such as warranty costs optimisation, feedback to 
research and development, and enhanced customer relationship 
management. Volvo Car Group endeavours to improve and grow 
in-car software services over the lifetime of the cars through soft-
ware that is updated OTA, which is aimed at increasing customer 
satisfaction and helping Volvo Car Group to create additional reve-
nue streams through enabling features on demand and increasing 
subscriptions. As speed is key to digital development, Volvo Car 
Group strives to apply the best digital solutions from external part-
ners and open source software in combination with its in-house 
developed software. Examples include the release of XC40 
Recharge, which features OTA downloads and the world’s first 
embedded Android Automotive operating system developed in part-
nership with Google. Android Automotive is an operating system 
(“OS”) that provides a coherent software platform. It binds together 
underlying operating systems and includes vehicle and cloud fea-
tures as well as public application programming interfaces (“APIs”) 
for third party software products and protected APIs for in-house 
controlled software products. With Volvo Car Group’s belief that 
customers want simplicity, serenity and safety from the operating 
system, the OS system is designed with simple and focused 
screens with a platform that allows customers to connect to the 
ecosystems that they desire and which will be continuously devel-
oped and updated with new software. Through the OS, Volvo Car 
Group can implement Google Maps and Google Assistant in its 
cars, as well as providing Autonavi (a major Chinese web mapping 
provider which offers drivers route suggestions according to the 
remaining battery power of their cars) and iFlytek (a voice control 
provider) for customers in China. From a safety point of view, the 
Android Automotive voice assistant shall allow customers to control 
in-car functions such as temperature, setting a destination or play-
ing their chosen music and podcasts and provides many of the same 
experiences that customers are used to on their phones, by hands-
free interaction while driving. This integration aids in reducing driver 
distraction, helping drivers keep their hands on the wheel and their 
eyes ahead. Additionally, Volvo Car Group facilitates the availability 
and therefore the interconnectivity of apps from open systems of 
app developers enabled by Huawei AppGallery and Google Play-
store to its customers, as Volvo Car Group believes that these open 
systems and this interconnectivity for apps have significant growth 
potential. In July 2021, Volvo Car Group and technology company 

ECARX Technology Co., Ltd (“ECARX”) (which is controlled by the 
Chairperson of the Board) entered into an agreement that estab-
lished a joint venture primarily for developing infotainment related 
software linked to the Android open-source platform and the plat-
form will share the same basis as the Android Automotive operating 
system, with differences in application work and user experience 
design. The joint venture aims to provide both companies with up to 
speed technology development, improved cost efficiency and novel 
revenue streams, including expanding the development of Volvo Car 
Group’s existing infotainment system platform. For further informa-
tion, please refer to “Legal considerations and supplementary infor-
mation–Material agreements–Investment agreements–Investment 
agreement with ECARX regarding infotainment related software”.

In addition to developing these software capabilities, Volvo Car 
Group is also revaluating the digital architecture of its next genera-
tion cars including hardware capabilities in a centralised computer 
system, sensors for AD, 5G connectivity and cloud solutions, which 
allow cars to be continuously upgraded and improved with software 
and services ranging from real-time maps to ADAS and unsuper-
vised highway pilot AD functionality. Volvo Car Group is developing 
these systems in close cooperation with partners such as NVIDIA 
for sensing and computing platforms and Luminar for sensors. In 
January 2020, Volvo Car Group announced a collaboration with 
China Unicom (Hong Kong) Limited (“China Unicom”), a major Chi-
nese telecommunication company, to research, develop and test 
automotive applications of 5G and emerging vehicle-to-everything 
(“V2X”) technology in the Chinese market. It is anticipated that 
with 5G technology, which can transmit more data at higher speeds 
than its 4G predecessor (resulting in quicker response time), 5G 
would enable the implementation of more in-car applications which 
promote safety, customer convenience and AD, such as traffic con-
dition alerts and re-routing, locating open parking spots and facili-
tating highway entries and exits. Volvo Car Group believes that its 
collaboration with China Unicom will better prepare Volvo Car 
Group for regional standards for V2X technologies and create a 
strong V2X presence in China.

Research and development
Volvo Car Group’s highly advanced global product development 
platform consists of research and development facilities located in 
Sweden, Denmark, China and the United States. Volvo Car Group’s 
research and development platform supports its purpose to provide 
its customers with the freedom to move in a personal, sustainable 
and safe way. Volvo Car Group continues to invest steadily in 
research and development in order to strengthen its product port-
folio to meet customer and regulatory demands. In recent years, 
research and development has focused mainly on electrification, AD 
technologies and connectivity. In cooperation with other companies 
and institutions, Volvo Car Group has developed a number of signif-
icant technological developments including its current and next 
generation vehicle architectures, PHEVs and fully electric cars. On 
30 June 2021, Volvo Car Group previewed the Volvo Concept 
Recharge, a concept car which is intended to represent the future 
of the fully electric car and the central computer which will be intro-
duced into its cars beginning with launch expected in 2022 and 
production in 2023, with the intention that all future Volvo cars 
will run on Volvo Car Group operating system, VolvoCars.OS. 
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Volvo Car Group incurred research and development expenses of 
MSEK 11,362, MSEK 11,446, MSEK 10,903 and MSEK 7,148, 
respectively, in 2020, 2019, 2018 and the six months ended 30 
June 2021, representing 4.3 per cent, 4.2 per cent, 4.3 per cent 
and 5.0 per cent, respectively, of its revenue for the same periods.

To develop increasingly safer cars, Volvo Car Group bases its 
research and development on real world data. In many cases, it has 
adopted car safety features ahead of subsequently corresponding 
legislation and rating requirements, and to some extent, has helped 
shape such requirements. For example, when the Insurance Insti-
tute for Highway Safety (the “IIHS”)21 in 2012 introduced the small 
overlap crash scenario as a part of its safety ratings, Volvo Car 
Group had already designed its cars for this scenario based on its 
research in the 1990s. Furthermore, Volvo Car Group often contrib-
utes its safety knowledge to traffic safety organisations globally 
and the Group pro-actively continues its conversations with car 
safety organisations such as the European New Car Assessment 
Program (the “Euro NCAP”)22 and IIHS. As a result of such contri-
butions, the Euro NCAP has implemented a whiplash rear-end test 
since 2009.

Traffic accident research team
In 1970, Volvo Car Group established a comprehensive traffic acci-
dent research programme (the “Traffic Accident Research Team”), 
which collects data from traffic accidents with Volvo cars around 
Sweden to better understand what happens during a collision. The 
research and development teams use this data when creating and 
evaluating design programmes. Additional data is further gathered 
by the Traffic Accident Research Team through accident recon-
structions, computer simulations and crash tests in Volvo Car 
Group’s crash laboratory in Gothenburg, Sweden, which is used in 
the design process. In 2019, Volvo Car Group made the decision to 
share the results of more than 40 years of research by the Traffic 
Accident Research Team, including data on both female and male 
involved accidents, as part of its “equal vehicles for all” initiative as 
most OEMs produce cars based exclusively on data from male 
crash test dummies, which means that women run a higher risk of 
injury or death in traffic than men. Volvo Car Group will further con-
tribute to this initiative by providing anonymised real-time data from 
the safety technologies hazard light alert and slippery road alert and 
demonstrate how safety technologies can be developed to protect 
road users with Volvo Car Group’s safety innovation as examples.

With its next generation of fully electric cars, equipped with 
LiDAR, radar, cameras and ultrasonic sensors, Volvo Car Group  
believes it will be able to collect real-time, real-life data which can 
speed up the accident research process from years to days. With 
real time data being collected on a daily basis, the Traffic Accident 
Research Team can operate faster and more accurately than before 
to analyse the root cause of the accidents detected.

 

21) IIHS, the Insurance Institute for Highway Safety, is an independent non-
profit scientific and educational organisation dedicated to reducing deaths, 
injuries and property damage from motor vehicle crashes through research and 
evaluation and through education of customers, policymakers and safety pro-
fessionals.
22) Euro NCAP is a European voluntary car safety performance assessment 
programme, backed by several European governments and the EU.

Product safety 
Safety is integral to Volvo Car Group’s brand and values, and Volvo 
Car Group believes that safety should be central to everything it 
does. Volvo Car Group continues to advance the safety of its prod-
ucts towards its vision of achieving zero collisions, and its models 
have been considered to be among the safest cars on the market 
according to IIHS and Euro NCAP. Volvo Car Group continues to 
develop new safety technologies, focusing on three main areas: 
ADAS, AD and driver behaviour, which it believes offer additional 
possibilities to further advance safety and reduce injuries and fatali-
ties in traffic.

Volvo car models offer safety equipment and solutions that Volvo 
Car Group believes are highly comprehensive and technologically 
sophisticated, including two world first safety technologies, a run-
off road protection package to protect car occupants from run off 
road scenarios that includes “Safe Positioning”, “Lane Keeping Aid”, 
“Driver Alert Control” and “Rest Stop Guidance” and the capability 
for the car to engage an auto brake at intersections. In 2017, Volvo 
Car Group introduced a run-off road mitigation system that detects 
if a driver is about to leave the road unintentionally when it launched 
the XC40. In 2017, Volvo Car Group introduced City Safety with 
steering support with the XC60, which assists the driver to take 
evasive action at speeds between 50 and 100 km/h. Both the S90 
and the V90 include a standard safety package that Volvo Car 
Group believes is one of the most advanced on the market, which 
provides an intuitive warning and brake support to help the driver 
avoid or mitigate a collision with large animals. The next generation 
large battery electric SUV will come with advanced sensors, includ-
ing LiDAR technology and an autonomous driving computer, and 
the new safety package will over time increasingly intervene as 
needed to prevent collisions, instead of just warning the driver of 
potential immediate threats. All Volvo models currently offered by 
Volvo Car Group have valid five star ratings in their Euro NCAP 
tests. In addition, in 2015, the XC90 was the first car from any OEM 
to achieve the maximum score in two of Euro NCAP’s Autonomous 
Emergency Braking (“AEB”) tests, AEB City and AEB Interurban. In 
April 2021, the fully electric XC40 Recharge earned a Top Safety 
Pick+ (“TSP+”), from IIHS23. The XC40 Recharge is the first fully 
electric small SUV to earn this award, and this means that Volvo Car 
Group is the only brand to achieve a TSP+ status across its entire 
product range. TSP+ status is given to cars that provide the highest 
level of safety, and Volvo Car Group has been awarded 15 TSP+ 
awards since 1 January 2021.

To realise its safety vision, Volvo Car Group believes that human 
behaviour must be understood and addressed, and that technology 
can be used to support people and help make them better and safer 
drivers. Volvo Car Group has identified important areas concerning 
driving behaviour, which it intends to address as part of its safety  
vision to completely end serious injuries and fatalities in its new cars. 
Speeding has been identified as a prominent concern in addition to 
intoxication and distraction while driving. Volvo Car Group has imple-
mented the following initiatives to address driver behaviour concerns:
• applying a speed cap of 180 km/h on new Volvo cars and offering 

the option of setting a lower speed limit for anyone driving the 
car on all Volvo cars from the model year 2021 onwards;

23) Source: www.iihs.org/ratings/vehicle/volvo/xc40-recharge-4-door-
suv/2021.
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• deploying in-car cameras together with other sensors to monitor 
the driver and allow the car to intervene if a clearly intoxicated or 
distracted driver is not responding to warning signals starting 
with models based on the next generation of fully electric vehicle 
architecture in 2022; and 

• equipping all new Volvo cars from the model year 2021 onwards 
with connected safety technologies Hazard Light Alert and Slip-
pery Road Alert, which allow Volvo cars to communicate with 
each other and alert drivers of nearby slippery road conditions 
and hazards via a cloud-based network.

Sustainable development
Alongside safety, sustainability is central to Volvo Car Group’s pur-
pose. Volvo Car Group is committed to the highest standard of sus-
tainability in mobility, and the Group recognises that becoming a 
more sustainable business is not only consistent with its values but 
also critical to its future success. Similarly, Volvo Car Group believes 
that sustainability is an integral part of its corporate strategy and a 
key factor for a company to operate responsibly.

Volvo Car Group’s sustainability strategy is fully integrated into 
its corporate strategy and provides it with guidance on its strategic 
and operational decisions. The strategy is focused on three pillars: 
climate action, the circular economy as well as ethical and responsi-
ble business. Volvo Car Group believes that by working towards cli-
mate neutrality, embracing circular economy business principles as 
well as environmentally and ethically responsible business prac-
tices, it will be able to consistently reduce its impact on the environ-
ment, contribute to a fairer and more equal society, as well as sup-
port Volvo Car Group’s profitable growth. 

Furthermore, Volvo Car Group’s sustainability strategy supports 
five of the United Nation’s Sustainable Development Goals (SDGs), 
namely Climate Action (SDG13), Sustainable Cities and Communi-
ties (SDG11), Responsible Consumption and Production (SDG12), 
Gender Equality (SDG5) and Decent Work and Economic Growth 
(SDG8).

Climate action
Reducing carbon emissions is of the highest priority in Volvo Car 
Group’s sustainability strategy. Acknowledging the role it plays as a 
contributor to climate change, Volvo Car Group also aims to be part 
of the solution and is therefore taking actions across its whole value 
chain. Volvo Car Group aims to be a climate neutral company (in 
terms of CO2 emissions by 2040), in line with the 2015 Paris 
Agreement. Through the implementation of Volvo Car Group’s elec-
trification strategy, Volvo Car Group is also increasing access to 
sustainable transportation and improved air quality.

Immediate action is necessary and Volvo Car Group is aiming to 
reduce its lifecycle carbon footprint per car by 40 per cent between 
2018 and 2025 through the following carbon reductions (per car) 
across its value chain:
• 50 per cent reduction in tailpipe emissions to be achieved 

through Volvo Car Group’s mid-decade ambition for 50 per cent 
of car sales to be fully electric as well as the full electrification of 
the product offering and launch of new electric models;

• 25 per cent reduction in supply chain emissions to be achieved 
through use of 100 per cent renewable energy at tier 1 suppliers, 

which are companies that supply parts and systems directly to 
Volvo Car Group, as well as through the implementation of 
energy efficient solutions and other measures, such as increasing 
the use of steel, aluminum and plastic components that have 
recycled contents as well as sourcing aluminum from low-emis-
sion smelters; and

• 25 per cent reduction in operational emissions (including from 
logistics and manufacturing) to be achieved through Volvo Car 
Group’s aim to achieve climate neutral manufacturing operations 
by 2025, the increased use of rail and corresponding decreased 
use of air freight in logistics and the reduction of emissions from 
offices and business travel.
Volvo Car Group’s climate action plan has been approved by the 

Science Based Targets initiative (“SBTi”)24 as in line with the reduc-
tions needed to support the 2015 Paris Agreement. Volvo Car 
Group is also a member of the United Nation’s Race to Zero cam-
paign of companies, cities, regions, and investors committed to a 
zero-carbon future. 

In January 2018, Volvo Car Group’s engine plant in Skövde, Swe-
den (which has been separated from the Group, see “Operating and 
financial review–Corporate transactions–2021–Separation of ICE 
operations”) became its first climate neutral production facility (in 
terms of CO2 emissions). In March 2021, Volvo Car Group’s produc-
tion facility in Daqing, China achieved the milestone of being pow-
ered by 100 per cent climate neutral electricity, following the same 
achievement by its production facility in Chengdu, China and in May 
2021, Volvo Car Group’s plant in Gothenburg, Sweden became the 
second plant in its overall manufacturing network, and its first car 
production facility, to reach fully climate neutral status.25 Volvo Car 
Group also seeks to reduce carbon footprint in the transportation of 
cars between manufacturing plants and new car depots. In 2019, 
Volvo Car Group reduced its use of air transport and trucks and 
became the first OEM to use rail transport in both directions 
between Asia and Europe as part of its regular operations. Currently, 
Volvo cars are transported from China-based manufacturing plants 
to the port in Ghent, Belgium by train two times a week, while other 
train connections deliver new Volvo cars to regional depots in China 
and Russia. Volvo Car Group is also pursuing the use of more sus-
tainable materials in its products and is implementing processes to  
ensure that sustainability concerns are given equal weight along-
side cost and quality in its sourcing decisions. Furthermore, Volvo 
Car Group is working with its suppliers to ensure they shift to 
renewable energy usage within their own operations, with the aim 
that its tier 1 suppliers use 100 per cent renewable energy by 2025. 
Furthermore, Volvo Car Group intends to implement a number of 
actions to reduce the CO2 emissions in the aluminium, battery and 
steel supply chains.

24) The SBTi is a partnership between CDP (a not-for-profit charity that runs 
the global disclosure system for investors, companies, cities, states and regions 
to manage their environmental impacts), the UN Global Compact, World 
Resources Institute (WRI) and the World Wide Fund for Nature (WWF).
25) Volvo Car Group counts a manufacturing site as fully climate neutral when 
it registers no net increase in the emission of greenhouse gases to the atmos-
phere as a result of the electricity and heating used by the plant.
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The following chart shows CO2 emissions by raw materials – pro-
duction and usage by suppliers for the production of the XC40:

Electronics 12 %

Steel and iron 18 %

Li-ion battery modules 26 %

Aluminium 29 %

~75% of supply chain CO2 footprint are emissions from battery, 
aluminum and steel production

Other 8 %

Polymers 7 %

Source: Life cycle assessment based on material composition from IMDS 
(International Material Data Systems, a global data repository of information on 
materials used by the automotive industry) and GaBi LCA’s carbon footprint 
data (which combines life cycle assessment modelling and reporting software, 
content databases with data collection and reporting tools).

Furthermore, Volvo Car Group intends to implement a number of 
actions to reduce the CO2 emissions produced by its battery, alu-
minium and steel supply chains. With regard to batteries, Volvo Car 
Group intends, pursuant to a non-binding memorandum of under-
standing, to build a new battery factory in Europe powered by 
renewable energy together with Northvolt. Volvo Car Group also 
intends to use blockchain technology to track CO2 emissions within 
its battery supply chain. With regard to aluminium, Volvo Car Group 
intends that new cars sold by 2025 are to be produced with a high 
content of low CO2 intensity aluminium. With regard to steel, Volvo 
Car Group intends to achieve short term CO2 reductions by incorpo-
rating 25 per cent recycled steel content in new cars sold by 2025. 
In addition, Volvo Car Group aims to secure the use of fossil free 
steel through its collaboration with SSAB, a major Swedish steel 
company, on the “HYBRIT” project, which targets the development 
of the world’s first fossil free steel-making technology. 

In 2020, Volvo Car Group’s total CO2 emissions amounted to 
34.3 million tonnes, or 52.1 tonnes/car, which is a 6.2 per cent per 
car reduction between 2018 and 2020. This reduction is mainly 
due to increased sales of electrified cars, but also due to decreased 
emissions from downstream transportation and distribution, as well 

as business travel and commuting. Furthermore, Volvo Car Group 
aims to align with the EU Taxonomy, EU-wide classification system 
for sustainable activities, by 60 per cent in 2025 and by 100 per 
cent in 2030.

As part of Volvo Car Group’s lifecycle management, the Group 
continuously improves and updates its existing products to retain 
competitiveness, as well as to add additional features and func-
tions. During 2021, Volvo Car Group’s PHEVs will be updated with 
new high voltage-batteries and new electric motors, which are 
expected to almost double the useable driving range whilst reduc-
ing CO2 emissions. Customers have been able to order these 
updated PHEVs starting in September 2021 with cars expected to 
be delivered to customers by the end of 2021 or the beginning of 
2022. In addition, as the power of electric motors increases over 
time, drivers are expected to increasingly drive in pure electric 
mode, which Volvo Car Group believes will further reduce its CO2 
emissions.

Circular economy – be a circular business by 2040 
Volvo Car Group is committed to moving the Group from a linear to a 
circular economic model as the Group recognises that the circular 
economy can help the Group make more effective use of valuable 
resources, reduce carbon emissions, generate substantial cost sav-
ings, as well as create new revenue streams, including through 
greater material efficiency and component value retention. Volvo Car 
Group intends to become a circular business by 2040, and, by mid-
this decade, through the adoption of circular economic principles and 
practices, Volvo Car Group aims to reduce its carbon emissions by 
2.5 million tonnes per year (using 2018 carbon emissions as its base-
line) while generating annual cost savings of SEK 1.0 billion.

Volvo Car Group intends to achieve its circular economy goals 
through:
• ensuring that its cars and components are designed for circular-

ity, which includes retaining component value through remanu-
facturing, reusing and refurbishing parts; 

• increasing recycled components within its cars and using 25 per 
cent recycled or bio-based materials in its new cars by 2025;

• creating closed loop systems as well as ensuring that parts and 
materials can be recycled and thus re-enter its production 
stream; and

• developing new circular business models that optimise the utili-
sation of its products, such as car-sharing.

RAIL TRANSPORTATION  OF 

NEWLY MANUFACTURED CARS
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The following diagram illustrates the prinicpal elements of Volvo 
Car Group’s approach to the circular economy:

Circular
design

Material value
retention

Usage
models

Waste
elimination

Component
value retention

Through the remanufacturing of parts in 2020, Volvo Car Group 
was able to save MSEK 88, and currently, 75 per cent of aluminium 
sheet metal scrap is already in closed-loop recycling. With its 
improved use of steel sheet metal and intention to keep batteries 
operating in cars for as long as possible amongst other circular 
business initiatives, Volvo Car Group believes it will generate MSEK 
300-400 in savings by mid-decade.

In 2020, Volvo Car Group became a member of the Ellen MacAr-
thur foundation, an organisation established to encourage the trans-
formation to a circular economy. Volvo Car Group expects this mem-
bership to help further drive its internal adoption of circular economy 
principles.

Ethical and responsible business – be a recognised leader in 
ethical and responsible business
Volvo Car Group aims to be a company recognised for conducting 
its business ethically and responsibly. By acting ethically and 
responsibly, on both a corporate and individual level, Volvo Car 
Group believes that this will not only enhance its brand appeal, 
attract investment and the best talent, and avoid reputational dam-
age, but, more importantly, help address global environmental and 
social challenges, including within the automotive industry. Volvo 
Car Group recognises that acting as a responsible company is good 
business and supports its profitability, and intends to work in part-
nership with others in order to be an industry change-maker.

A strong corporate culture that focuses on ethics and responsible 
leadership, as well as equal opportunities and decent work for all, is 
critical towards achieving this. Volvo Car Group intends to do this by:
• setting a new global people standard for the automotive industry;
• introducing the “Volvo Family Bond” which offers 24 weeks of 

paid parental leave for all employees across the Group;
• putting sustainability on a par with cost and quality in sourcing 

decisions;
• engaging in sustainable financing; and
• tackling corruption and unethical business practices.

Volvo Car Group also focuses on male and female gender diversity 
through being committed towards aiming for a 50/50 male and 
female gender-balanced leadership. See “–Employees” below. 
Volvo Car Group also incorporates ethical leadership into its opera-
tions, and it has been recognised as one of the World’s Most Ethical 
Company from 2016 to 2019 by Ethisphere Institute. Furthermore, 
Volvo Car Group’s codes of conduct, with regard to its people and 
business partners, aim to be an example for change within its indus-
try, including through influence on living wages for its people as well 
as those employed by its business partners. In addition, Volvo Car 
Group also aims to support the rapidly growing focus on sustainable 
investment, as the financial community has a vital role in accelerat-
ing the transformation to a low carbon economy. In September 
2020, Volvo Car Group issued an inaugural MEUR 500 green bond 
focused on the development and production of its fully electric vehi-
cles. The bond’s green financing framework was rated “Dark Green” 
by Cicero26, which is its highest rating, and it was oversubscribed by 
five times. See “Operating and financial review–Indebtedness–
Bonds”.

In addition, Volvo Car Group works with several organisations 
and industry bodies to support the delivery of its sustainability 
goals, share best practices and highlight its role in the industry as 
an ethical and responsible player. These include the UN Global 
Compact, the Ellen MacArthur Foundation, Drive Sustainability, 
the Responsible Business Alliance, the Carbon Disclosure Project, 
the Responsible Minerals Initiative,27 We Mean Business and the 
Climate Group. 

Commercial operations
Volvo Car Group is convinced that a fundamental shift is taking 
place in the automotive industry but also more generally, with 
regards to the importance of sustainability and e-commerce. Volvo 
Car Group considers itself to be an important player in this shift 
and, given its ambition of becoming a leading global premium elec-
tric car manufacturer, it believes it stands to benefit from this 
change. From 2021, all Volvo Car Group’s fully electric cars will be 
offered via an updated www.volvocars.com where legally possible 
for purchase either directly by the customer or via a retailer who 
places the order online for the customer.

Digital commerce is one of Volvo Car Group’s strategic focus 
areas. Working in collaboration with Volvo Car Group’s retailer net-
work around the world, Volvo Car Group aims to expand its digital 
commerce activities, use the online channel and tools as well as new 
sales and ordering platforms, to enhance the online buying experi-
ence as well as the physical network and ownership experience. 
Volvo Car Group is also working to reduce the complexity of its 
offerings and make more cars available quicker. Furthermore, to 
make online sales even more customer friendly, Volvo Car Group 
intends to enhance online offers to include items such as insurance 
and service.

26) CICERO Shades of Green is a Norwegian provider of independent environ-
mental assessments of green and sustainability bond frameworks and the issu-
er’s relevant internal governance procedures.
27) Responsible Mineral Initiative is an umbrella organisation that serves to 
support responsible mineral sourcing.
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Subscription, Care by Volvo and M – Volvo Car Mobility
Volvo Car Group has, as part of the Care by Volvo brand, launched 
its premium car subscription offering, Care by Volvo. The subscrip-
tion offering is a full service package and has been successful, in 
terms of reaching new customer groups and increasing sales, in 
Germany and in the United States, two early adopter markets for 
the subscription service, and Volvo Car Group believes it to be an 
effective way of winning over customers from other brands. Care by 
Volvo currently operates in six markets (Germany, the Netherlands, 
Norway, Sweden, the United Kingdom and the United States). In 
the first half of 2021, the number of Care by Volvo subscriptions 
sold within its five European markets represented approximately 
10 per cent of Volvo Car Group’s total car sales volumes on those 
markets, and the subscription sales volumes in the United States 
and Europe during this period were approximately five times higher 
than the subscription sales volumes in the first half of 2020. As of 
30 June 2021, the total number of active users across the six mar-
kets was approximately 10,000, with an expected approximate 
growth rate of 1,000 to 1,500 users per month between June 2021 
and December 2021. By 2023, Volvo Car Group’s target is to have 
rolled out Care by Volvo to markets that, as of the date of the pro-
spectus, together represent 90 per cent of Volvo Car Group’s total 
global sales volumes. During the roll out process, Europe is 
expected to lead the subscription sales growth.

The subscription offering includes fixed or flexible payment plans 
offered with service and insurance throughout the duration of the 
entire contract. In addition to the subscription offering, customers 
can purchase fully electric cars directly from Volvo Car Group in five 
European markets (Germany, the Netherlands, Norway, Sweden 
and the United Kingdom) where a three-year service package is 
included in the price where legally possible. Customers can also 
purchase aftermarket services, software offerings, which are bun-
dled offers for more customer optionality, as well as on demand 

software upgrades. One of the objectives in introducing Care by 
Volvo has been to broaden the customer base, and the results have 
been in line with this objective, where 95 per cent of new German 
Care by Volvo customers in August 2021 were new to the Volvo 
brand, meaning they did not previously own or lease a Volvo car 
(so-called conquests). Similar results, including a conquest rate 
closer to 90 per cent, are visible in the other European markets, as 
well as in the United States. Furthermore, Volvo Car Group’s belief 
that customers are demanding more flexible ways of accessing 
cars, for example, using rather than owning cars as well as paying a 
recurring fee rather than making an upfront payment is a demand 
that Care by Volvo’s subscription model adheres to. In relation to 
this, Volvo Car Group conducted a survey (November 2020) with 
approximately 1000 responding German Care by Volvo customers, 
in which 73 per cent state that they would not have purchased a 
Volvo car without the subscription offer being in place. Volvo Car 
Group therefore believes this offering enhances business resilience 
and enables Volvo Car Group to expand its addressable market to 
customers who wish to drive but may not be prepared to purchase a 
Volvo car, whether due to personal or other factors such as macroe-
conomic conditions. A Care by Volvo contract can be flexible with 
three months’ notice or committed for 36 or 48 months and typi-
cally lasts for 16 months, offering customers a flexibility which is 
not available under a typical leasing arrangement. As a result, the 
packages and flexibility offered by Care by Volvo aim at promoting 
and encouraging brand loyalty and increase the number of returning 
customers. See “–Investment highlights–Direct customer relations: 
go-to market model aligned with customer expectations” above. In 
China, all fully electric Volvo cars are sold to customers through 
direct online channels based on conventional financing models, i.e. 
purchase to own the car, instead of under Care by Volvo subscrip-
tion services, and currently direct online sales in China represent 
approximately 1 per cent of total car sales in China.

XC60
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M – Volvo Car Mobility, Volvo Car Group’s mobility brand, was 
established in 2018, and is responsible for Volvo Car Group’s mobil-
ity sharing offering and provides customers in certain Swedish cities 
on-demand access to cars for shorter periods as an alternative to 
ownership. Similar to Care by Volvo, M – Volvo Car Mobility offers 
customers an alternative to ownership and provides Volvo Car Group 
with the opportunity to develop a new and complementary business 
model that creates recurring revenue opportunities through shared 
mobility solutions. Launched in several Swedish cities, M has con-
tinuously increased on-demand easy access to Volvo cars, building 
direct relationships with new customer groups and is responsible for 
the car sharing offering within Volvo Car Group including the car 
sharing digital platform and fleet management know-how. Moreo-
ver, Volvo Car Group believes that M – Volvo Car Mobility increases 
the share of new cars on the streets which typically are more fuel-ef-
ficient and yield lower emissions than older cars, and according to a 
survey conducted by Capgemini during 2020, each Volvo Car Mobil-
ity car removes up to eight privately owned ones from the streets of 
Stockholm, which implies that there are up to 4,515 fewer cars in 
total.28 Additional benefits of M – Volvo Car Mobility include allow-
ing more customers and companies to access cars without having to 
invest a significant amount of money and a customer of the service 
does not need to spend time on car maintenance. 

Volvo Selekt 
Volvo Selekt (known in the United States and Canada as Certified 
by Volvo) is Volvo Car Group’s global certified pre-owned pro-
gramme. By moving to direct sales, in particular Volvo Car Group’s 

28) Source: Capgemini invent: The Sustainability Impact of Car Sharing in 
association with M-Volvo Car Mobility, 2020.

subscription model where Volvo Car Group has greater control over 
the car fleets, Volvo Car Group can better control residual value in 
its cars. Volvo Car Group seeks to improve its current systems and 
capabilities, such as cross-border remarketing tools and evaluation 
tools, to build a more effective used car management system, resid-
ual value processes and remarketing processes. 

Volvo Car Group’s outlook for its used car sales depends on its 
corresponding outlook for its wholesale and retail deliveries. Cur-
rently, Volvo Car Group’s wholesale deliveries are growing steadily, 
and are expected to continuously grow in parallel with the Group’s 
retail sales. Volvo Car Group believes that its transformation to 
direct sales will also contribute to its used car sales volumes, due to 
cars being returned to Volvo Car Group through its Care by Volvo 
subscription services after the end of the subscription or leasing 
period. In addition, the growth of Volvo Selekt sales volumes in 
recent years is in line with the Group’s overall increased used car 
sales volumes throughout Europe as well as on a global level. Fur-
thermore, recently started initiatives and programmes to further 
professionalise the retailer network for the Volvo Selekt business is 
expected to lead to higher inventory turnover and sales volumes. 

Volvo Selekt cars are typically under five years old, with less than 
150,000 km and prepared to the highest standards to make the 
used car customer experience as good as that of a new car. Each car 
is certified using Volvo Car Group’s approved checks, including the 
latest software upgrades and warranty. In addition to used car pur-
chases, in 2019, Volvo Car Group expanded its Volvo Selekt offering 
in Sweden to include a private leasing programme, under which the 
cars have a new warranty as well as guaranteed residual value and 
no down payment required. Global sales volumes (including both 
sold by retailers and through the leasing programme) in 2020 and 

The following chart demonstrates the current achivements and future launching plans of Volvo Car Group’s online offering:

1) B2C = Direct online sales enablement for private customers and small and medium sized companies.
2) B2B = Direct online sales enablement for larger fleet companies.

Launched

B2C1
5 markets (Sweden, United Kingdom, Norway, the Netherlands, Germany) | 26% of Volvo Car Group’s sales in 2020

2 markets (United States, China) | 42% of Volvo Car Group’s sales in 2020

3 markets

3 markets

5 markets

4 markets

4 markets

4 markets

4 markets

B2B2
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for the six months ended 30 June 2021 were 152,590 units and 
91,009 units, respectively, an increase of 14 per cent and 41 per cent 
compared to 2019 and for the six months ended 30 June 2020. 

Financing programmes
Through Volvo Car Financial Services (“VCFS”), Volvo Car Group 
offers Volvo branded financial, insurance and related products and 
services for Volvo Car Group customers and retailers. VCFS oper-
ates through strategic partnerships and joint ventures with financ-
ing and insurance partners outside of Volvo Car Group. VCFS’ key 
partners include Santander Consumer Bank, BNP Paribas, Volvofi-
nans Bank, Bank of America, Société Générale, Nordea, Pinang 
Bank, China Merchant Bank and Genius AFC. One of the benefits 
of these partnerships is that they often require limited Volvo Car 
Group capital and human resources and carry no or a limited credit 
and residual value risk, which allows Volvo Car Group to leverage 
the infrastructure, geographical presence and competitive funding 
of its partners.

Founded in 1959, Volvofinans Bank AB offers car financing ser-
vices in Sweden and is a joint venture between Volvo Car Corpora-
tion (which owns 50 per cent but is not consolidated) and AB 
Volverkinvest (owned by Swedish dealers of Volvo and Renault 
cars). Volvofinans Bank AB conducts banking operations and 
through its partners offers loans for new or used passenger cars, 
trucks and buses and serves customers throughout Sweden. For 
example, through Volvo Business Lease, Volvofinans Bank AB 
offers a package solution for customers to have up to 20 company 
cars with agreements of up to three years, and through Volvo Bil-
leasing, customers pay for nothing other than the leasing. Addition-
ally, Volvo Car Group offers operational leasing and staff cars. 

In addition, in November 2020, the joint venture company Volvo 
Car Financial Services UK Ltd was established between Volvo Car 
Group and Santander Consumer (UK) Plc to provide financial ser-
vice offers in the United Kingdom.

Volvo Car Group’s intention is to establish a new off-balance 
sheet financing solution for Care by Volvo subscriptions in several 
European markets during 2022, through a third party fund solution 
that will own the subscribed cars. This new financing solution is still 
in the early stages of design, but Volvo Car Group believes that it 
has the potential to achieve cost efficiencies due to comparably low 
administrative costs as a result of automated online-based pro-
cesses, direct access to capital and a design which strengthens the 
customer relationship with Volvo Car Group whilst assets are trans-
ferred off-balance sheet for Volvo Car Group. The Group’s intention 
is to offer the investment fund a comprehensive asset management 
solution together with the capacity to remarket cars. As a result of 
such a financing solution, Volvo Car Group may assume a signifi-
cant part of the residual value risk on both the upside as well as 
downside.

Marketing, brand and sales
Marketing and brand
Volvo Car Group has a comprehensive marketing programme, which 
focuses on brand campaigns, marketing tools, digital sales plat-
forms and customers’ retail and ownership experiences. Digitalisa-
tion and providing updated services via technology are focus areas 

for Volvo Car Group. Volvo Car Group’s brand vision is based on a 
value-based model that aims to create a sense of purpose aligned 
with Volvo Car Group’s commitment to safety and sustainability.

Volvo Car Group has structured its in-house global marketing and 
brand organisation by functional areas with brand management, 
media planning, social media and brand strategy. The set up with a 
central team aims to strengthen the consistency of Volvo Car 
Group’s marketing, brand and communications activities and to cre-
ate clarity and transparency. This central team is responsible for 
performance steering, strategic directions developing digital mar-
keting capabilities, and working closely with regional marketing and 
communication hubs that execute and manage operations. Volvo 
Car Group therefore has a global marketing approach, where it 
seeks to interact with customers across multiple geographies with 
a unified voice. 

Working in collaboration with Volvo Car Group’s global network 
of retail partners, Volvo Car Group aims to use and expand its online 
sales channels including Care by Volvo and its online store which 
allows customers to visualise a car with their desired configuration 
such as colours and exterior and interior details, in order to enhance 
the online buying and ownership experience. See “–Investment 
highlights–Direct customer relations: go-to market model aligned 
with customer expectations” above. . In addition, Volvo Car Group 
markets the Volvo brand through online and television advertise-
ments as well as in print media. Volvo Car Group also organises 
interactive launch events for new car models and holds press con-
ferences to provide business updates and announcements of stra-
tegic plans. Volvo Car Group’s development of its online sales capa-
bility and digital platform provides an integrated offline and online 
experience for customers and initially run in parallel to the sales 
Volvo Car Group makes through its more traditional platforms. 
Volvo Car Group’s strategy of connecting media and marketing 
activities to the overall commercial strategy is realised through 
so-called Moments, which are sustained communication with cus-
tomers based on Volvo Car Group’s purpose: Freedom to move in a 
personal, sustainable and safe way. 

In 1927, the founders of Volvo stated that “Cars are driven by 
people. The guiding principle behind everything we do therefore is 
and must remain, safety.” Recent Volvo Car Group safety related 
brand activities include launching the E.V.A. Equal Vehicles for All, 
initiative in March 2019, whereby Volvo Car Group made its safety 
knowledge accessible in a central digital library for use by those in 
the automotive industry in the interest of safer roads for all and 
introducing a 180 kilometre per hour speed cap in all Volvo cars 
from May 2020. Safety is in Volvo Car Group’s core, and its strong 
heritage and credibility in safety is now being utilised to craft Volvo 
Car Group’s approach to sustainability, in order to keep the world 
around the cars as safe as the people in them. In furtherance of this, 
Volvo Car Group’s recent activities include the implementation of 
the “fully electric by 2030” strategy and launching the Ultimate 
Safety Test campaign, which states that climate change is the ulti-
mate safety test and aims to demonstrate Volvo Car Group’s com-
mitment to climate neutrality and electrification, and emphasise 
that sustainability is of equal importance to the Group as safety. 
Furthermore, one of Volvo Car Group’s core values is related to 
helping improve quality of life for its customers as well as its 
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employees. This is embodied in Volvo Car Group’s most recent initi-
atives, the Volvo Family Bond, a global Volvo Car Group employee 
benefit under which all new parents with one year’s active perma-
nent service now receive 24 weeks of parental leave, paid at 80 per 
cent of their base pay. Please see “–Employees” below.

Sales
Since Volvo Car Group was acquired by Geely Holding in 2010, its 
annual sales volumes have increased from 373,525 units in 2010 to 
772,508 units in the twelve months ended 30 June 2021, reflect-
ing the increasing demand for Volvo cars. To supplement Volvo Car 
Group’s online sales strategy, as well as its retail network, Volvo Car 
Group uses pop-up studios and showrooms in city centres, train 
stations and airports to display its newest products and attract new 
customers. Volvo Car Group has an extensive and growing inde-
pendent retail and aftermarket sales network. These networks are, 
after its online sales platform, the principal routes to market and are 
critical in ensuring that the Volvo brand is widely represented and 
well-positioned in the premium car sector globally.

As part of the global transformation of the sales process, Volvo 
Car Group offers a subscription service for Volvo cars directly to 
customers under Care by Volvo. See “–Commercial operations–
Subscription, Care by Volvo and M – Volvo Car Mobility” above for 
more details on Care by Volvo. In the past few years, Volvo Car 
Group has seen an acceleration in online sales and expects that this 
trend will continue. Volvo Car Group continues to invest in its online 
sales channels which it has developed in conjunction with its exist-
ing retailer network as part of its ongoing commercial transforma-
tion. The transformation to an integrated online-offline sales 
approach is expected to allow Volvo Car Group to create and foster 
direct relationships with customers, offer increased convenience to 
customers and build on Volvo Car Group’s strengths and those of 
its retail partners. See “–Investment highlights–Direct customer 
relations: go-to market model aligned with customer expectations” 
above. This transformation, which has been rolled-out in China, 
Germany, the Netherlands, Norway, Sweden, the United Kingdom 
and the United States is expected to result in the role of the retailer 
network changing from a traditional variable and fixed margin based 
retailer business model to an agency model whereby retailers are 
paid on commission and a profit contribution that is based on the 
full value-chain of services, including new car and used car sales as 
well as other services, such as car deliveries and aftersales. This 
transformation will result in Volvo Car Group redesigning its com-
mercial relationship with its retailers and customers, including tacti-
cal marketing, building in-house sales capacity and taking over 
stock cars, likely realising a gain in proportion to its investments in 
digitalisation, ensuring adequate incentive and renumeration struc-
tures are in place and an increase in future service offerings. Begin-
ning in January 2021, all of Volvo Car Group’s fully electric cars are 
offered only through its revamped online sales channel, where 
legally possible. In the United States, due to restrictions under its 
federal and state dealer franchise laws, which prohibits direct sales 
in a majority of its states, Volvo Car Group is providing solutions 
together with its retailers to deliver customer experience that is as 
comparable as possible to the direct sales model offered in Ger-
many, the Netherlands, Norway, Sweden and the United Kingdom.  

Volvo cars are marketed and sold through approximately 2,300 
local retailers in approximately 100 countries by regional marketing 
companies, and national sales companies that are subsidiaries of 
Volvo Car Group. Volvo Car Group, through a traditionally wholesale 
business model, enters into dealership agreements with retailers 
and pursuant to a typical industry dealership agreement, Volvo Car 
Group and the retailer have a seller/buyer relationship and Volvo Car 
Group retains title in the cars until full payment is received by Volvo 
Car Group. There is typically no return or refund arrangement under 
dealership agreements between Volvo Car Group and the retailers, 
and in the event of a damaged car, retailers are compensated at 
cost. Retailers typically have stock targets and their stock data is 
monitored by national sales companies via sales dashboard on a 
regular basis to ensure optimised stock levels. Volvo Car Group pro-
cesses orders of Volvo cars received from retailers through its 
national sales companies that take into account factors such as pro-
duction capacity, cars in transit and stock capacity and the individ-
ual sales volumes of retailers. Volvo Car Group owns dealerships in 
China, Finland, Hungary, Japan, Poland, Switzerland and Sweden, 
which are also subject to dealership agreements in a manner similar 
to that applicable to external retailers. Other than retailers, Volvo 
Car Group also works with local importers in certain jurisdictions, 
where retailers typically are not present.

The table below sets out the number of retailers in Volvo Car 
Group distribution network as at the dates indicated: 

As of  
30 June

As of 
31 December

2021 2020 2019

Greater China 327 312 280

of which Mainland China 307 292 261

Americas 409 390 414

of which United States 282 275 282

Europe 1,298 1,289 1,174

of which Sweden 141 141 139

of which Germany 232 232 233

of which United Kingdom 95 94 99

Other markets 583 562 748

of which Japan 109 109 95

of which South Korea 33 29 24

Total 2,350 2,301 2,321

Strategic affiliates and strategic investments
Volvo Car Group’s strategic affiliates include Polestar, which is 
expected to be listed on Nasdaq New York in the first half of 2022, 
and LYNK&CO, which is an independent joint venture company. 
Both companies are non-consolidated. Volvo Car Group believes 
that its partnership with Polestar enables it to deliver on its strate-
gic ambitions, and that the partnership with LYNK&CO enables 
Volvo Car Group to capture new customer groups and reach mar-
kets where the Group is currently not present. Moreover, Volvo Car 
Group believes that both partnerships enable it to improve its over-
all competitiveness through synergies in the development of next 
generation technologies, as well as shared procurement and other 
economies of scale. For further information see “–Investment high-
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lights–Polestar strategic affiliate: established by Volvo Car Group” 
above as well as “Legal considerations and supplementary informa-
tion–Material agreements–Joint venture agreements, etc.–LYNK-
&CO” and “Legal considerations and supplementary information–
Material agreements–Joint venture agreements, etc.–Polestar”, 
respectively. Volvo Car Group has also established a technology 
focused corporate venture capital fund. 

Polestar – Progressive electric performance brand 
Overview
Polestar is a progressive stand-alone electric performance brand 
headquartered in Gothenburg, Sweden with car production taking 
place in China and planned future production in Volvo Car Group’s 
manufacturing plant in Charleston, South Carolina, United States. 
Polestar offers its customers progressive, high-performance elec-
tric cars, and through its backing from Volvo Car Group, Polestar 
has a deep rooted safety heritage and, through its start-up culture 
with focus on innovation, it seeks to be a rapid adopter of new tech-
nologies in order to increase the performance of its products. With 
the award-winning Polestar 1 and Polestar 2 models that were cre-
ated through a designer-lead leadership focusing on an avant-garde 
design with high technology and a minimalist style, Polestar offers 
a driving style and design aesthetic that is notably different from 
Volvo cars and therefore appeals to different customers than those 
that the Volvo brand typically serves. Through its partnership with 
Polestar, Volvo Car Group is able to access the performance 
sub-segment of the premium electric car market, which is charac-
terised by a higher margin potential and faster growth than the 
broader premium segment.

History and ownership structure of Polestar
In 2015, Volvo Car Group acquired the Polestar brand and thereaf-
ter established Polestar as a car manufacturer of fully electric cars. 
In 2018, Geely Holding acquired 50 per cent of the Polestar group 
through an investment in the amount of SEK 5 billion.

A re-organisation of the Polestar group and the ownership struc-
ture was carried out in 2020, and in May 2020, Snita Holding B.V. 
(which is wholly-owned by Volvo Car Group) and PSD Investment 
Ltd (which is owned by the Chairperson of the Board) established 
the joint venture company Polestar Automotive Holding Limited 
(“Polestar Holding”) as the holding company of the Polestar group. 
At the time of formation, each of Snita Holding B.V. and PSD 
Investment Ltd held 50 per cent of the shares in Polestar. 

In November 2020, Snita Holding B.V. completed a divestment 
of 0.86 per cent of the total number of shares in Polestar Holding to 
PSINV AB, another subsidiary within Volvo Car Group (in which 
certain members of the management of Volvo Car Group and Pole-
star Holding hold shares).29 Furthermore, in April 2021, Polestar 
raised MUSD 550 from a group of investors led by Chongqing 
Chengxing Equity Investment Fund Partnership, Zibo Financial 
Holding and Zibo Hightech Industrial Investment, through a private 
placement of newly issued shares. On 28 July 2021, Snita Holding 
B.V. acquired a smaller part of PSD Investment Ltd’s shares in  Polestar  
 

29) Please refer to “Shares and share capital–Share-based investment and 
incentive programmes, etc.–Polestar investment programme”.

Holding. The purchase price totalled MUSD 239 (MSEK 2,095). 
As of the date of this prospectus, Volvo Car Group indirectly holds 
49.5 per cent of the shares and 49.6 per cent of the votes in Pole-
star Holding, PSD Investment Ltd holds 42.7 per cent of the shares 
and other financial investors hold 7.8 per cent of the shares.

On 27 September 2021, Polestar Holding announced that it had 
entered into a business combination agreement with Gores Gug-
genheim, a special purpose acquisition company (SPAC) whose 
securities are listed on Nasdaq New York. According to the 
announcement, the parties to the business combination agreement 
aim to complete the business combination during the first half of 
2022, and in connection therewith, securities of Polestar Automo-
tive Holding UK Limited (“Polestar UK”) are expected to be listed 
on Nasdaq New York instead of those of Gores Guggenheim by way 
of a so-called de-SPAC process. The timing of the completion of 
the business combination and de-SPAC process depends on, 
among other things, the listing approval by Nasdaq New York. In 
connection with the de-SPAC, an internal restructuring of the Pole-
star group is being carried out, including the incorporation of Pole-
star UK under the laws of England and Wales, as the new parent 
company of the Polestar group and the entity to be listed on Nas-
daq New York. Polestar UK will issue both common shares of class 
A, with one vote per share, and common shares of class B, with ten 
votes per share, where only the common shares of class A are 
expected to be listed on Nasdaq New York in the form of American 
depository shares (ADS). Each common share of class B is convert-
ible into one common share of class A at the option of the holder of 
such common share of class B. The de-SPAC will be carried out by 
a merger of a wholly-owned, newly incorporated U.S. subsidiary of 
Polestar UK with and into Gores Guggenheim, with Gores Guggen-
heim as the surviving entity. In the merger, the currently existing 
shares issued by Gores Guggenheim will be cancelled and 
exchanged for common shares of class A in Polestar UK, such that 
the existing shareholders in Gores Guggenheim will become share-
holders in Polestar UK, and Gores Guggenheim will become a 
wholly-owned subsidiary of Polestar UK. The existing shareholders 
in Gores Guggenheim will also have a right to have their existing 
shares redeemed and repaid by Gores Guggenheim for a redemp-
tion price equal to a pro rata portion of the cash in Gores Guggen-
heim’s trust account, instead of having them exchanged for com-
mon shares of class A in Polestar UK. Under the assumption that no 
shareholders in Gores Guggenheim exercise their redemption 
rights, the existing shareholders in Gores Guggenheim exercise 
their redemption rights, the existing shareholders in Gores Guggen-
heim are expected to hold 3.8 per cent of the shares in Polestar UK 
following completion of the de-SPAC. 

Furthermore, Polestar UK has entered into subscription agree-
ments with certain investors, including Volvo Car Group and an 
affiliate of Gores Guggenheim, for a new share issue of common 
shares of class A to be carried out in connection with, and subject 
to, completion of the de-SPAC, raising gross proceeds of approxi-
mately MUSD 250 (MSEK 2,190), up to MUSD 100 (MSEK 876) 
of which will be guaranteed by Volvo Car Group. In addition to the 
raised proceeds, following completion of the de-SPAC, Polestar UK 
will also access the cash in Gores Guggenheim’s trust account, 
raised in connection with the listing of Gores Guggenheim, amount-
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ing to approximately MUSD 800 (MSEK 7,008) before any 
redemption of existing shares in Gores Guggenheim. In connection 
with the de-SPAC, Volvo Car Group and other existing shareholders 
of Polestar Holding will, during a five-year period commencing 180 
days following completion of the de-SPAC, have an opportunity to 
receive an additional number of common shares of class A, to be 
issued by Polestar UK, if the price of Polestar UK’s common shares 
of class A on Nasdaq New York exceeds certain pre-agreed thresh-
olds. Moreover, Volvo Car Group and Polestar have agreed that 
Volvo Car Group shall subscribe for convertible preference shares in 
Polestar UK for MUSD 498 (MSEK 4,362) immediately prior to 
completion of the de-SPAC. The proceeds received by Polestar of 
such subscription shall be used to repay accounts payable to Volvo 
Car Group in the corresponding amount. Upon completion of the 
de-SPAC, it is anticipated that the convertible preference shares 
will be converted into common shares of class A in Polestar UK at a 
conversion price of USD 10 per share, subject to customary recal-
culation provisions, and provided, among other things, that Volvo 
Car Group directly or indirectly holds less than 50 per cent of the 
shares in Polestar UK following the conversion.

Following completion of the de-SPAC and the conversion of pref-
erence shares, assuming no redemption by existing shareholders in 
Gores Guggenheim, Volvo Car Group is expected to indirectly, 
through Polestar Holding, hold both common shares of class A and 
B, representing in total 48.1 per cent of the shares and 49.4 per 
cent of the votes in Polestar UK and will remain the largest share-
holder. The intention is to liquidate Polestar Holding following com-
pletion of the de-SPAC, resulting in Volvo Car Group owning shares 
directly in Polestar UK. The liquidation process is expected to be 
completed during 2022.

In connection with the de-SPAC, Volvo Car Group has commit-
ted, subject to certain exceptions, not to sell its direct and indirect 
shareholding in Polestar UK for a period of 180 days following com-
pletion of the de-SPAC.

Polestar’s business
Whilst originally founded in 1996 as a car racing company, Polestar 
began supplying Volvo Car Group with performance enhancing 
software from 2011. In 2015, Polestar was fully acquired by Volvo 
Car Group, and was subsequently established as an automotive 
brand when the Polestar 1 was announced in 2017. The Polestar 1 is 
an exclusive collector’s car, produced as a limited edition, and 
launched to establish Polestar as an electric performance brand in 
the premium segment. The long-range PHEV Polestar 1 was pro-
duced in Polestar’s production facility in Chengdu, China, and 
based on the SPA, a vehicle architecture developed in-house by 
Volvo Car Group. In 2019, Polestar announced its first fully electric 
car, the Polestar 2, with production at the Luqiao plant in China 
(where production of the XC40 also takes place). Polestar 3, an aer-
odynamic electric performance SUV, is expected to begin produc-
tion in 2022 in Chengdu, China. Going forward, production is also 
planned to take place in Charleston, South Carolina, United States. 
By 2024, Polestar plans to have launched Polestar 3 and two more 
new models with varying specifications, to enable Polestar to 
address a significant portion of the global premium electric car 
 market. Specifically, Polestar’s global footprint, with its existing 

production base in China, planned production in the United States 
and developed global distribution footprint, is deemed to place it in 
a strong position to take up a meaningful share of the fast-growing 
electric car markets in China, the United States and Europe. In 
2020, Polestar’s direct online sales were launched and the first 
deliveries of Polestar cars to customers were made, and its sales 
volume in 2020 amounted to approximately 10,000 units. Polestar 
currently has rapidly growing direct online sales in 14 markets 
across three continents. In addition, Polestar has established Pole-
star Spaces, a physical showroom concept also used for car hando-
vers, globally in 45 cities. Polestar’s plan is to expand its global dis-
tribution footprint to 30 new markets and its Polestar Spaces 
concept to more than 150 additional locations by 2023. Currently, 
Polestar has access to approximately 500 service points globally 
and it aims to expand to more than 800 service points by 2023. 
According to information published by Polestar in connection with 
the announcement of its business combination with Gores Guggen-
heim, Polestar’s expectation is that its 2021 sales volume will be 
29,000 and that the sales volume will grow to 290,000 units by 
2025, driven by new models and entering new markets.

Volvo Car Group believes that Polestar has the capabilities to 
become one of the fastest growing new-entry fully electric car 
brands in terms of sales volumes. Furthermore, Volvo Car Group 
believes that Polestar is well-positioned for global sales growth 
based on its presence in Europe and its mass production capacities 
for fully electric cars in China and planned production in the United 
States. Polestar also benefits from an asset-light and scalable setup 
as it is built upon the experience, technology and scale of Volvo Car 
Group and the Geely ecosystem, whereby Polestar can leverage 
their electrical vehicle architecture development, car testing, verifi-
cation, procurement, distribution, manufacturing, logistics, supply 
chain, and engineering design capabilities for product development. 
Alongside this, Volvo Car Group believes that Polestar is also 
well-positioned for leveraging on autonomous driving and other 
technologies from its, and the Geely ecosystem’s, strategic part-
ners, which, for example, have resulted in Polestar 2 being the first 
car launched with an infotainment system powered by Google 
Android and full OTA capacity in Europe. According to Polestar’s 
announcement of its proposed business combination with Gores 
Guggenheim, Polestar’s ambition is to have fully developed autono-
mous driving for its highway pilot functionality by 2024. Polestar 
also has in-house product development and design capabilities in 
areas considered Polestar’s core competencies, which include elec-
tric powertrains, design, distribution, car attributes and marketing, 
and these areas are addressed by dedicated Polestar employees at 
primarily its facilities in Gothenburg, Sweden, and a research and 
development facility located in Coventry, United Kingdom. 

In addition, Polestar has declared a strong sustainability ambition: 
that it aims to produce a climate-neutral car by 2030 and become a 
climate neutral electric car manufacturer by 2040. To accomplish 
that, Polestar has adopted a number of sustainability initiatives such 
as circular battery design and production, full blockchain based data 
transparency, the planned introduction of sustainable materials (for 
example, natural fibres and recycled materials) throughout its car 
interiors, as well as ethical and inclusive work  values. 
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With its products, Polestar offers flexible ownership options and 
direct online sales, with a streamlined offering and lean sales model 
via the Polestar app, as well as standardised trim options to enable 
cost efficiencies. The direct digital customer relationship is one of 
Polestar’s foundations, whereby Polestar seeks to enhance its cus-
tomer experience and remove sales and distribution inefficiencies, 
thereby contributing to higher profitability. According to information 
published by Polestar in connection with the announcement of its 
proposed business combination with Gores Guggenheim, Pole-
star’s expectation is that its new models in the premium segment 
and establishment on new markets will lead to an expected revenue 
of USD 17.8 billion by 2025, compared to the expected revenue of 
USD 1.6 billion for 2021. Polestar also expects to reach EBIT break-
even in 2023 and to have an EBIT margin of 9 per cent by 2025. 

Statements in this section contain forward-looking information 
published by Polestar. Forward-looking information is not a guaran-
tee of future performance, and Polestar’s actual results may vary 
from the above mid-decade ambitions and those variations may be 
material as a result of many factors, including those discussed 
above and in “Risk factors–Risks related to Volvo Car Group’s oper-
ations and industry–Volvo Car Group is exposed to risks relating to 
Polestar”. Investors are urged not to place undue reliance on any of 
the statements set forth above.

LYNK&CO – Capturing new customer groups
Headquartered in China, LYNK&CO was established in 2016 and is 
a joint venture owned by Volvo Car Group (30 per cent), Geely 
Holding (20 per cent) and Geely Auto (50 per cent).30 LYNK&CO is 
a new fast-growing automotive brand, which focuses on young 
open-minded urban people through a flexible customer offering. 
LYNK&CO offers in-car connectivity and has 278 LYNK&CO cen-
tres across China, and in Europe, the LYNK&CO offering includes 
car sharing, online sales and a subscription model.

In 2020, LYNK&CO launched two new models, LYNK&CO 05 
and LYNK&CO 06. Following this, customers in China are now able 
to choose from five different models through LYNK&CO’s retailer 
network and LYNK&CO plans to launch additional models. LYNK&-
CO’s ambition is to address the global market with focus on flexible 
connected digital mobility. In 2021, LYNK&CO was commercially 
launched in Europe and the Middle East, and the first-revealed 
LYNK&CO model was delivered to the European market in the sec-
ond quarter of 2021. The commercial launch of LYNK&CO in 
Europe, as well as globally, is intended to leverage on Volvo Car 
Group’s global footprint, including workshop networks, technical 
support, aftermarket as well as car and parts logistics. 

Following the launch of its first model in 2017, LYNK&CO has 
grown to reach sales volume of 229,000 units during the twelve 
months ended 30 June 2021.

30) As of 31 December 2020, the carrying amount of Volvo Car Group’s invest-
ments in LYNK&CO was MSEK 3,380.

Technology fund
Volvo Car Group has established a technology focused corporate 
venture capital fund to supplement its own research and develop-
ment activities, to serve as a market intelligence mechanism and to 
enable access to next-generation technologies. The technology 
fund has a mandate to invest funds of Volvo Car Group in external 
start-ups that fill potential technology gaps for the Group. Volvo Car 
Group believes this is an important part of its business because the 
technology funds allows for potential early strategic access to new 
technology and capabilities as well as allowing Volvo Car Group to 
find potential future partners and suppliers. For example, in June 
2018, Volvo Cars Tech Fund made its first strategic investment in 
Luminar. Currently, the technology fund owns a 1.3 per cent stake 
in Luminar. As of 30 September 2021, the technology fund had 
invested in total MSEK 312.

Raw materials
The principal raw materials required by Volvo Car Group for use in 
producing its cars are steel and aluminium (both for in-house 
stamping or in externally pre-stamped form), plastics, rubber, and 
components such as wheel suspension and seats. In order to 
reduce Volvo Car Group’s exposure to foreign exchange risk and its 
carbon footprint (per car produced), Volvo Car Group has taken 
steps to reduce the extent of intercontinental procurement and 
increase local sourcing of raw materials.

Volvo Car Group monitors and manages inventories with an 
enterprise resource planning (“ERP”) system, which keeps a record 
of inventory levels and movements. With the information recorded 
in the ERP system, Volvo Car Group is able to monitor the stock 
level of raw materials and consumables, products in progress and 
finished goods. The inventory management personnel then conduct 
planning and allocation of warehouse space and an inventory of raw 
materials and finished goods according to internal inventory man-
agement procedures. In addition to the tracking done by the ERP 
system, Volvo Car Group also carries out inventory counts on a reg-
ular basis to verify the reliability of the ERP system records. Similar 
to other participants in the global automotive and electronics indus-
tries, since the end of 2020, Volvo Car Group has experienced both 
a shortage of semiconductors and standstills in deliveries. However, 
as a result of Volvo Car Group’s close collaboration with its suppli-
ers and the work of a dedicated task force, it believes that it has 
been able to relatively well manage this shortage. Volvo Car Group 
anticipates the current situation may change in the future and will 
therefore continue to take actions to mitigate any potential impact 
on production while continuing to work to improve the supply situa-
tion. Volvo Car Group’s largest production volumes are at its manu-
facturing plants in Gothenburg, Sweden and Ghent, Belgium and it 
hopes to be able to avoid any future standstills at both locations 
even if it means that it will have to temporarily halt production at 
some of its other manufacturing plants. The purpose of these tem-
porary shutdowns at other manufacturing plants will be to provide 
some stability and, together with Volvo Car Group’s suppliers, 
ensure that production in affected manufacturing plants can be 
restarted as soon as possible. Please also refer to “Risk factors–
Risks related to Volvo Car Group’s operations and industry–Volvo 
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Car Group is exposed to risks relating to disruptions to its supply 
chains, including the global shortage of semiconductors”.

Volvo Car Group is committed to the responsible sourcing of 
metals and minerals within its supply chain. Volvo Car Group strives 
to only use minerals and metals of which the extraction, processing, 
trade and transportation have not directly or indirectly resulted in 
human rights abuses, unethical business conduct, severe environ-
mental harm or provided funding to conflicts. In 2020, Volvo Car 
Group initiated the process to identify raw materials that are not 
only of pivotal importance from a production perspective but are 
also associated with negative ESG impacts. 

Supply chain and procurement 
Volvo Car Group believes that the diverse nature of its supplier 
base allows it to have reliable supply sources, and sufficient sup-
plier competition to ensure cost optimisation. In 2020, Volvo Car 
Group purchased goods and services from in total approximately 
9,700 suppliers and 1,700 manufacturing sites globally. The diver-
sity of Volvo Car Group’s supplier base has enabled it to select sup-
pliers that have the technological expertise required to produce 
increasingly sophisticated cars with technologies that are at the 
forefront of the industry. Furthermore, Volvo Car Group has 
long-standing, strong relationships with many of its key suppliers, 
which typically participate in the development phase of new models 
and invest alongside its manufacturing plants to ensure a quick and 
efficient supply of key components and systems. As a result, there 
is a symbiosis between Volvo Car Group and its suppliers, and 
Volvo Car Group believes that its ability to integrate suppliers into 
the process of car development and production is an important 
component of its competitive position. In addition, Volvo Car 
Group’s purchasing team works closely with its research and devel-
opment team, enabling Volvo Car Group to maximise technical 
expertise and optimise costs.

Volvo Car Group holds itself to high sustainable standards and as 
it has a diverse supplier base, selects, collaborates with, and steers 
its supply chain towards its sustainability strategy. In line with its 
focus on sustainability, suppliers are expected to meet social and 
environmental standards set by Volvo Car Group. Volvo Car Group 
aims to have all of its suppliers meet the criteria of its supplier 
assessment programme, under which suppliers are evaluated on 
their technical and development capabilities, as well as on quality 
standards and daily operations. The supplier assessment pro-

gramme also includes a number of sustainability assessments 
 conducted prior to and during business operations on Volvo Car 
Group’s supplier sites as well as at the parent or holding company 
level to verify compliance with social and environmental require-
ments as well as to identify areas for improvement. By synchronis-
ing the manufacturing process, from the sourcing of raw material to 
delivery of the finished car, Volvo Car Group expects that it will be 
able to reduce waste and complexity. Through an optimised end-to-
end value chain, it will not only take action to reach its sustainability 
ambitions, but will also ensure Volvo Car Group’s move towards 
new business models, make the shift to electrification and online 
direct sales effectively, and provide for quicker delivery of its cars to 
customers. As Volvo Car Group undergoes its transformation to full 
electrification, the raw materials it requires will change in line with 
this transformation (see ”–Sustainable development –Climate 
action” above). 

Volvo Car Group recognises the social and environmental risks 
associated with lithium-ion batteries. To increase supply chain 
transparency and mitigate supply chain risks, blockchain technol-
ogy is used which is intended to trace the materials used in the bat-
teries, including cobalt and mica to their source. In addition, when 
Volvo Car Group onboards suppliers to its blockchain programme, a 
third-party audit is conducted to assess the performance from a 
responsible sourcing perspective, based on OECD Due Diligence 
Guidance. With regard to 3TG (tin, tantalum, tungsten and gold), 
Volvo Car Group conducts annual conflict mineral supply chain 
investigations, which request, collect and analyse supplier informa-
tion through the Responsible Minerals Initiative’s Conflict Mineral 
Reporting Template with a view to identify and minimise potential 
risks associated with the extraction, processing, trade and trans-
portation of these materials. 

Furthermore, Volvo Car Group aims to reduce its supply chain 
emissions by 25 per cent per car between 2018 and 2025, includ-
ing through the shift to electrification and production of batteries. 
Volvo Car Group expects to achieve the target by working closely 
with its suppliers to reduce their emissions, including using renewa-
ble energy, more recycled and bio-based material and limiting wast-
age, and aims to achieve 100 per cent renewable energy at its tier 
1 suppliers by 2025. Volvo Car Group is also increasing its own use 
of recycled materials, creating closed loops of material flows and 
reducing emissions from materials.
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Production
Volvo Car Group’s production operations are largely organised 
around the principle to: “build where we sell and source where we 
build”. The implementation of this principle, in particular in Europe 
and APAC, enables Volvo Car Group to benefit from production 
flexibility, respond to local consumer demand, optimise cost 
(including transportation and the minimisation of tariffs), reduce 
exposure to currency fluctuations including lowering its net working 
capital and minimise the environmental impact of its production 
(including CO2 emissions).

The chart below illustrates Volvo Car Group’s car building and 
sourcing for 2020:

We aim to… Americas EMEA APAC

… build where we sell1… 9% 90% 75%

… and source where we 
build1 40% 90% 85%

1) Build where we sell percentages based on volumes and source where we 
build percentages based on value.

Volvo Car Group owns and/or operates six car manufacturing and 
assembly plants and a number of component manufacturing plants 
in Sweden, Belgium, China, the United States and Malaysia. Due to 
the Chinese regulatory framework, Volvo Car Group currently owns 
a 50 per cent interest in its manufacturing plants in Chengdu and 
Daqing in China, with Geely Holding owning the remaining 50 per 
cent interest, while its manufacturing plants outside of China are 
wholly owned. Volvo Car Group has entered into agreements with 
Geely Holding in relation to the acquisition of the remaining 50 per 
cent of the Chinese manufacturing plants and together with Geely 
Holding agreed to established Aurobay, which will acquire the 
Group’s two engine plants (see “Operating and financial review–
Corporate transactions–2021–Restructuring of Chinese JVs owning 
plants and R&D centre” and “Operating and financial review–Cor-
porate transactions–2021–Separation of ICE operations”, respec-
tively) In addition, Volvo Car Group has contracted with the AB 
Volvo-owned Bangalore plant in India for the assembly of Volvo cars.

All of Volvo Car Group’s manufacturing plants utilise global tech-
nology and global sourcing and adhere to its global Volvo Car Man-
ufacturing System (“VCMS”), enabling each facility to operate 
under the same global quality standards. In addition, all of Volvo Car 
Group’s manufacturing plants adhere to its global environmental 
standards, which ensure that the environmental impact of its pro-
duction operations are limited. 

MANUFACTURING PLANT  IN GHENT
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Set out below are details of the manufacturing plants as well as 
global and local headquarters operated by Volvo Car Group:

1) Full capacity requires  
only minor investments. 

Capacity of up to 1.2 mn cars1

Sales in >100 countries

~2,300 retail partners

~41,000 employees

HQ/R&D/Design

ProductionAMERICAS
~ 2000 employees

USA

• Mahwah, NJ 

– Americas Headquarters

• Charleston, SC 

– Car production

• Sunnyvale, CA 

– R&D and Design Centre

EMEA
~ 30 000 employees

Sweden

• Gothenburg 

– Global Headquarters 

– R&D and Design Centre 

– Car Production

• Olofström 

– Body components

ICE powertrain production 

plant in Skövde, Sweden has 

been distributed to Geely 

Sweden as a part of the sep-

aration of the Groups ICE 

operations

Belgium

• Ghent

• – Car Production

APAC
~ 9000 employees

China

• Shanghai 

– APAC Headquarters 

– R&D and Design Centre

• Chengdu 

– Car Production

• Daqing 

– Car Production

• Lugiao 

– Car Production

ICE powertrain production 

plant in Zhangjiakou, China; 

committed exit plan in place 

as a part of the separation of 

the Groups ICE operations

Assembly factories in 

 Bangalore, India and Kuala 

Lumpur, Malaysia
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Volvo Car Group measures the capacity of the plants it operates 
based on two metrics: theoretical longer-term capacity and 
installed capacity. Theoretical longer-term capacity states the 
future potential of a fully installed and utilised plant. Installed annual 
capacity states the capacity of the plant based on its current status 
and near-term forecasted efficiency gains and requires limited 
investment. The following table sets out forth the installed annual 
capacity and utilisation rate of Volvo Car Group’s manufacturing 
plants for 2020 and 2019.

For the year ended 31 December

2020 2019

Installed 
annual 

capacity 
(units) Utilisation

Installed 
annual 

capacity 
(units) Utilisation

Manufacturing 
plants

Gothenburg,  
Sweden 300,000 82% 290,000 96%

Ghent, Belgium 270,000 72% 240,000 86%

Chengdu, China 155,000 64% 150,000 73%

Luqiao, China(1) 155,000 39% 150,000 41%

Daqing, China 115,000 59% 75,000 69%

Charleston,  
South Carolina, 
United States 45,000 49% 75,000 47%

1) Currently operated by Volvo Car Group as a contract manufacturer, but will 
be acquired by Volvo Car Group. Following completion of the acquisition, the 
plant will be referred to as the Taizhou plant. See “Operating and financial 
review–Corporate transactions–2021–Acquisition of the Luqiao plant”. 
Installed annual capacity at Luqiao, China also includes capacity sold to related 
parties and affiliates.

Contract manufacturing
In addition to production of Volvo cars, Volvo Car Group will in the 
future also produce affiliates’ cars in its manufacturing plants as a 
contract manufacturer. In the plant in Luqiao, China, which Volvo 
Car Group has entered into an agreement to acquire and which 
going forward will be referred to as the Taizhou plant  (see “Operat-
ing and financial review–Corporate transactions–2021–Acquisition 
of the Luqiao plant”), Polestar cars are currently produced in addi-
tion to Volvo cars. Moreover, Polestar 3 will be produced at Volvo 
Car Group’s plants in Charleston, South Carolina, United States and 
Chengdu, China. When acting as a contract manufacturer, Volvo 
Car Group will buy all parts and assemble them into cars at its man-
ufacturing plants before they are sold to the affiliates. Volvo Car 
Group expects such production to have a positive effect on Volvo 
Car Group’s revenue and operating income (EBIT). 

Product recalls
Volvo Car Group seeks to ensure the safety of drivers and passen-
gers who travel by Volvo cars. Driven by its commitment to protect 
customers, Volvo Car Group observes regulations linked to recalls 
and initiates voluntary service campaigns when it believes they will 
be beneficial to customers. Volvo Car Group sees recalls as a nor-
mal event both now and in the future, especially because Volvo Car 
Group is a global automotive manufacturer with a major part of its 
sales in countries like the United States, China, Japan and South 
Korea, which all have demanding recall requirements.

In relation to all product recalls, Volvo Car Group’s focus is to keep 
the customer inconvenience at a minimum, while also securing high 
quality and safety standards. Financial impact on the Group is not a 
factor taken into consideration when assessing a potential product 
recall. Volvo Car Group’s product recall processes are handled inter-
nally by designated teams in accordance with internal guidelines. 

When a decision has been taken to initiate a recall, a provision is 
made for product warranties. Warranty provisions are estimated 
based on historical claims statistics and the warranty period (see 
“Operating and financial review–Critical accounting estimates and 
judgements–Current and other non-current provisions”).

Since 1 January 2020, Volvo Car Group has had three material 
product recalls: 
• a recall commenced in March 2020 affecting approximately 

750,000 Volvo cars of model years 2019-2020 due to a fault in 
Volvo Car Group’s automatic emergency braking safety feature, a 
part of the driver support system; 

• a recall commenced in June 2020 affecting approximately 
2,184,000 Volvo cars of model years 2007-2018 due to an iden-
tified risk that the front seat belt fastening may over time suffer 
from reduced strength; and

• a recall commenced in November 2020 related to a detected 
problem with driver airbag inflators in vehicles produced on a 
previous generation of a platform, which under certain usage 
conditions could result in a malfunction. Approximately 124,000 
Volvo cars of model years 2001-2003 were affected at that point 
in time. After further investigations, the recall was extended dur-
ing the autumn 2021 to affect approximately 337,000 additional 
Volvo cars of model years 2004-2009 of the same model as the 
initial recall, as well as approximately 301,000 Volvo cars of 
model years 2001-2008 of other models.
Please also refer to “Risk factors–Risks related to Volvo Car 

Group’s operations and industry–Volvo Car Group is subject to risks 
associated with product recalls”.

Employees
Having an effective workforce plan and people strategy is funda-
mental to Volvo Car Group. Volvo Car Group endeavours to continue 
to attract and retain talent across the world and bring out the best 
in its people to deliver on its growth plans. As a result, Volvo Car 
Group places a lot of focus on its people and strives to drive perfor-
mance and engagement through its purpose. Through leadership 
development programmes, an environment of constant improve-
ment, numerous internal initiatives to increase product knowledge 
and common awareness of Volvo Car Group’s activities and a global 
change programme aimed at creating an attractive and efficient 
workplace structured around employees and their activities, Volvo 
Car Group strives to create a suitable and structured working envi-
ronment and believes that it is able to show its people that they 
contribute to, and are part of, a greater cause.

Volvo Car Group has an objective to become an employer of 
choice for people who want to make a difference and attracts lead-
ing talent through Volvo Car Group’s culture, leadership and compe-
tence. Universum has marked Volvo Car Group as an attractive 
employer in Belgium, China and Sweden and Volvo Car Group has 
been in the Universum Global top 50 employer ranking since 
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2018.31 Volvo Car Group actively works towards making its poten-
tial talent pool as large as possible by identifying potential talent in 
underrepresented groups, and actively addressing unconscious 
bias, aiming to increase diversity in recruitment and inspiring the 
next generation of innovators and leaders. Volvo Car Group’s global 
diversity and inclusion plan is applicable to the entire business and 
includes a series of activities to intended to improve awareness 
training and utilise the benefits and opportunities of diversity within 
Volvo Car Group. The focus areas within the diversity plan include 
male and female gender diversity and a zero-tolerance policy for 
harassment and discrimination. In addition, during the first quarter 
of 2021, Volvo Car Group rolled out its global parental friendly 
employer initiative, through which Volvo Car Group supports all of 
its employees to spend time with their children. Volvo Car Group 
has also committed to 50/50 male and female gender balanced 
leadership, which drives diversity and thereby can increase innova-
tion and performance. Volvo Car Group’s employee survey con-
ducted by Glint in May 2021 demonstrated that there is high 
engagement among its people.32 Volvo Car Group was given a 
76 per cent engagement score out of 100, which is above the global 
benchmark of 74 per cent. This survey also showed that Volvo Car 
Group’s people were particularly happy with their closest col-
leagues, their ability to be their authentic self at work and their 
 contribution to Volvo Car Group’s overall performance.

Volvo Car Group believes that it has good relations with labour 
unions both on an industry-wide basis and at a local level. Collective 
bargaining agreements are in place in Sweden and Belgium.

Volvo Car Group continues to recruit actively in prioritised areas 
such as software development because software is an increasingly 
differentiating feature amongst OEMs to define the customer 
experience with cars. Therefore, Volvo Car Group is focused on 
attracting the best available software, engineering and coding tal-
ent, while creating an organisation that is well-equipped to be an 
environment of constant improvement and innovation, as opposed 
to a more traditional automotive method of bi-annual product 
updates. As a result of this focus, Volvo Car Group has rapidly 
increased its software competency through more than doubling 
the number of in-house software developers in the last five years, 
and Volvo Car Group expects that its number of in-house software 
developers will more than double again in the next five years. 
Moreover, Volvo Car Group sources talent globally due to its loca-
tions, amongst others, in Gothenburg, Lund and Stockholm in 
Sweden; Silicon Valley in California, the United States and 
 Shanghai in China.

31) Universum Global is a global employer branding company, conducting 
research studies on talent career expectations.
32) Glint is a company that provides a real-time employee engagement plat-
form for organisations. The employee engagement survey is done online and 
takes place 2–3 times a year. The global benchmark is based on the results of 
Glint clients including more than 250 companies. The global benchmark was 74 
per cent in the May 2021 survey.

The following table sets forth the average number of employees for 
Volvo Car Group by region for 2018, 2019 and 2020 and for the six 
months ended 30 June 2021. 

For the six months 
ended 30 June

For the year  
ended 31 December

2021 2020 2020 2019 2018 

Sweden 22,785 24,262 21,071 23,005 23,078

Nordic countries 
other than  
Sweden 98 88 587 736 834

Belgium 6,735 6,645 4,789 5,109 5,521

Europe other 
than the Nordic 
countries and 
Belgium 1,319 1,238 1,316 1,237 974

North and 
South America 1,951 1,946 1,850 2,036 1,889

China 6,785 7,029 7,709 8,404 8,253

Asia other than 
China 921 933 899 878 770

Other countries 77 70 122 112 99

Total 40,672 42,211 38,343(1) 41,517 41,418(2)

1) The decrease in average number of employees is mainly a result of tempo-
rary lay-offs during the second quarter of 2020, and to some extent cost effi-
ciency activities related to the competence shift which was finalised in the third 
quarter of 2020.
2) The comparative number of full-time employees has been restated due to a 
changed and improved methodology for calculating the average number of full-
time employees.

Following 30 June 2021, the number of employees has increased 
with approximately 1,800 new employees, primarily related to the 
restructuring of Chinese joint ventures (see “Operating and financial 
review–Corporate transactions–2021–Restructuring of Chinese 
JVs owning plants and R&D centre”), increased workforce within 
product creation and production ramp ups in Chengdu, China and 
Charleston, South Carolina, United States. Moreover, following 
30 June 2021, Volvo Car Group has decreased its number of 
employees with approximately 2,200 employees, as a consequence 
of the separation of Volvo Car Group’s ICE operations (see “Operat-
ing and financial review–Corporate transactions–2021–Separation 
of ICE operations”). In addition, following completion of Volvo Car 
Group’s acquisition of the Luqiao plant, which is expected to take 
place during the fourth quarter of 2021, the number of employees is 
expected to increase with approximately 2,600 new employees 
(see “Operating and financial review–Corporate transac-
tions–2021–Acquisition of the Luqiao plant”).

The average number of employees has been calculated based on 
the number of paid hours during the year in relation to Volvo Car 
Group’s normal working hours per year. In 2020 and the six-month 
period ended 30 June 2021, 24 per cent and 25 per cent of the 
average number of Volvo Car Group’s employees were women, 
respectively.

Workplace safety
Volvo Car Group seeks to ensure that the people who make Volvo 
Car Group’s products and components, or provide services, are 
treated with dignity and respect. Volvo Car Group applies a uniform 
approach to health and safety throughout its entire organisation. 
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CMA intellectual property rights
Volvo Car Group has an irrevocable, perpetual licence to the intel-
lectual property developed as part of the CMA collaboration with 
Ningbo Geely and CEVT where the intellectual property is owned 
by Ningbo Geely. Please refer to “Legal considerations and supple-
mentary information–Material agreements–Licence and intellectual 
property-related agreements–Agreement with Ningbo Geely 
regarding the CMA platform” for further details.

Insurance
Volvo Car Group has its own captive insurance company, Volvo Car 
Insurance AB, which has an insurance licence from the SFSA. Volvo 
Car Insurance AB insures part of Volvo Car Group’s risks in relation 
to property damage and business interruption, general and prod-
ucts liability and transport. The reserves of Volvo Car Group’s cap-
tive insurance subsidiary are subject to periodic adjustments based 
upon actuarial evaluations.

Volvo Car Group believes that it maintains adequate insurance 
coverage for its operations and that the scope of coverage is in line 
with industry practice. Volvo Car Group reviews and assesses the 
risk exposure of its operations and employees and will make appro-
priate adjustments to its insurance coverage according to its needs, 
industry practice and applicable regulatory requirements.

Regulatory overview 
Volvo Car Group manufactures and sells cars around the world and 
therefore its operations are subject to laws and governmental regu-
lations in many jurisdictions concerning, among other things, green-
house emissions, car fuel economy, car emissions, car safety and 
production-related environmental matters. These laws regulate the 
cars of Volvo Car Group as well as Volvo Car Group’s manufacturing 
plants and operations. Specific auto policies with respect to foreign 
ownership in OEMs as well as specific cybersecurity policies cur-
rently apply in China. Summarised below are the key laws and regu-
lations that are applicable as at the date of this prospectus in Volvo 
Car Group’s principal geographies of operation which may materi-
ally affect the operations of Volvo Car Group.

International harmonisation of vehicle regulations
The World Forum for Harmonisation of Vehicle Regulations 
(WP.29) of the United Nations Economic Commission for Europe 
(“UNECE”) has been working towards promoting international har-
monisation of the technical prescriptions for the construction and 
approval of wheeled vehicles. The UNECE has developed certain 
international rules and regulations such as the UN Regulations 
(“UNR”) under the 1958 Agreement, concerning the adoption of 
uniform technical prescriptions for wheeled vehicles, equipment 
and parts which can be fitted and/or be used on wheeled vehicles 
and the conditions for reciprocal recognition of approvals granted 
on the basis of these prescriptions and the Global Technical Regula-
tions (“GTRs”) under the 1998 Agreement concerning the estab-
lishing of GTRs for wheeled vehicles, equipment and parts which 
can be fitted and/or be used on wheeled vehicles. The UNR has 
been adopted in jurisdictions such as the EU, Japan and Russia, and 

Health and safety specialists work strategically within all parts of 
Volvo Car Group according to its work environment directive and all 
of Volvo Car Group’s operations, employees and contractors are 
governed by its global standards.

Volvo Car Group continues to implement its health and safety 
global procedures to promote its safety culture through leadership 
training with a focus on behaviour. For example, in 2019, Volvo Car 
Group implemented many health initiatives such as global health and 
safety month, flu vaccination offers, wellness activities, seminars and 
the implementation of the safety training centre that led to significant 
progress in eliminating accidents in 2020. The number of injuries 
with sick leave, which is measured as Lost Time Case Rate (“LTCR”), 
decreased by 23.0 per cent to 0.10 per cent for employees and 
0.20 per cent for supervised contractors in 2020 compared to 2019. 
Furthermore, in 2020, the health and safety of its people was a key 
concern due to the COVID-19 pandemic. See “Operating and finan-
cial review–Key factors affecting Volvo Car Group’s results of opera-
tions and financial condition–Economic conditions and demand for 
premium cars” for a discussion of the various measures Volvo Car 
Group has taken to protect the health and safety of its people during 
the COVID-19 pandemic. Furthermore, Volvo Car Group believes it 
was quick to reopen its factories and offices after fitting them out 
with appropriate safety measures for the COVID-19 pandemic.

Intellectual property rights
Volvo Car Group believes that its intellectual property rights have 
been, and will continue to be, vital to its success, and accordingly 
actively protects its intellectual property. Volvo Car Group files patent 
applications in Europe, the United States and elsewhere around the 
world to protect its technology and the relevant improvements con-
sidered important to its business. However, no single patent is mate-
rial to its business as a whole. In addition, Volvo Car Group owns reg-
istered trademarks and designs in several countries and across a 
number of classes. As at 30 June 2021, Volvo Car Group was the 
registered owner of 2,247 patents, 1,281 trademarks and 1,423 
designs and had applied for registration of 1,100 patents, 98 trade-
marks and 200 designs that were still pending approval by the rele-
vant regulatory authorities. The patents of Volvo Car Group are held 
by Volvo Car Corporation and Zenseact AB. For other patents and 
intellectual property used in Volvo Car Group’s business, licenses 
necessary to use such patents or intellectual property are in place and 
remain current. For example, Volvo Car Group has entered into license 
agreements with Avanci Platform International Limited for 2G, 3G 
and 4G wireless technologies, which are used in Volvo Car Group’s 
connected cars. Volvo Car Group expects that future revenue from 
intellectual property rights will continue in line with current levels.

Volvo brand
Volvo brand name is owned by Volvo Trademark Holding AB, an 
entity that is jointly owned by AB Volvo and Volvo Car Group. 
Please refer to “Legal considerations and supplementary informa-
tion–Material agreements–Licence and intellectual property-re-
lated agreements–Licence agreement with Volvo Trademark Hold-
ing AB” for further details.
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each participating party’s type approvals are mutually recognised 
under the 1958 Agreement. The parties to the 1998 Agreement 
include the United States, EU, China and Japan and 21 GTRs have 
been established to date. 

In addition, in March 2021, the United Nations announced a reg-
ulation on cybersecurity and cybersecurity management systems.33  
The regulation stipulates that, from July 2022, all new vehicles 
and, from July 2024, also all vehicles produced will require type- 
approval to be sold by OEMs, to the effect that OEMs must prove  
that their product development is based on a systematic approach 
to risks associated with cyber threats to their cars. OEMs must 
also protect their cars from cyber-attacks. The regulation has been 
adopted in the EU through amendments to the General Safety 
 Regulation (see “–Car safety–EU” below), as well as in jurisdic-
tions such as Japan and South Korea. The UN regulation is not 
expected to be adopted in China and the United States, where 
instead similar regulations are expected to be adopted. The UN 
regulation covers the complete vehicle lifecycle from concept 
phase, production phase and post-production phase. Failure to 
comply with the regulation would prevent OEMs from receiving 
type-approval of the affected cars on markets where the regulation 
has been adopted, which is necessary to offer the cars in those 
markets. 

33) UN Regulation No 155 – Uniform provisions concerning the approval of 
vehicles with regards to cybersecurity and cybersecurity management system.

Harmonisation of vehicle regulations in the EU
Harmonisation in the EU is based on the Whole Vehicle Type- 
Approval System (EU WVTA) and enables manufacturers to benefit 
from the EU Single Market. Under EU law, primarily Regulation 
2018/858, vehicles that are put on the market within the EU must 
first be type-approved to ensure that they meet all relevant environ-
mental, safety and security standards. A vehicle may not be regis-
tered, sold or entered in service before obtaining a type-approval. 
These standards are common for all EU member states. A vehicle 
that has been type-approved in one EU member state can there after 
be sold and registered in all member states without further tests, 
under a certificate of conformity obtained by the manufacturer.

Greenhouse gas (“GHG”) emissions and vehicle fuel economy
EU
The EU has adopted legislation establishing increasingly stringent 
standards aimed at reducing the emissions of, among other things, 
carbon dioxide (CO2), nitrogen oxides (NOX) and particulate matter 
from light-duty cars and vans sold in the EU member states.

EU legislation – most notably Regulation 2019/631 – sets bind-
ing emission targets for new light-duty vehicles registered in the EU 
member states to help reduce their CO2 emissions. The regulation 
sets EU fleet-wide targets of 95g CO2/km for the average emis-
sions of new passenger cars and 147g CO2/km for the average 
emissions of new vans registered in the EU, as measured in accord-
ance with Regulation 2017/1151. The specific CO2 emission targets 
that manufacturers have to achieve each year are based on these 
EU fleet-wide targets, taking into account the average mass of their 

XC60
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respective new vehicle fleets. To further encourage manufacturers 
to produce low-emission vehicles, manufacturers can earn 
“super-credits” for new passenger cars with CO2 emissions of less 
than 50 g CO2/km. Penalties are applied to manufacturers that fail 
to meet these emission requirements.

To reduce emissions of fluorinated greenhouse gases from 
mobile air-conditioning systems (“MACs”), Directive 2006/40/EC 
further establishes a ban on these gases in light-duty vehicles. 
Fluorinated greenhouse gases with a global warming potential 
higher than 150 may not be used in MAC systems. The directive 
complements other EU legislation enacted to reduce fluorinated 
greenhouse gases such as Regulation 517/2014.

United States
In the United States, since the enactment of the 1975 Energy Policy 
and Conservation Act, the National Highway Traffic Safety Adminis-
tration (“NHTSA”) has enforced minimum corporate average fuel 
economy standards (“CAFE”) for fleets of new passenger cars and 
light-duty trucks sold in the United States for each model year. 
CAFE standards apply to all domestic and imported passenger car 
and light-duty truck fleets and currently require year-over-year 
increases in fuel economy through 2025. The requirement is scaled 
based on vehicle footprint size. The CAFE standards require that 
passenger cars imported into the United States from outside of 
North America are averaged separately from those manufactured 
within North America, and domestic cars and light duty trucks are 
also considered separately. A civil penalty rate can be paid to 
achieve compliance with CAFE. Currently, a base rate CAFE pen-
alty of USD 5.50 applies to each tenth of a mile per gallon (“MPG”) 
that a manufacturer’s fleet-wide average MPG is above the CAFE 
standard and is multiplied by the number of vehicles in the manu-
facturer’s fleet to arrive at an aggregate penalty. On 14 January 
2021, NHTSA published an interim final rule with immediate effect, 
the result of which would be to apply an increased fine rate to future 
model years. In particular, NHTSA’s new rule imposes a CAFE pen-
alty base rate of USD 5.50 through to the 2021 model year and 
increases the CAFE penalty base rate to USD 14.00 prospectively 
from the 2022 model year. The CAFE statute specifically pre-
empts states from enforcing a fuel economy rule.

In 2012, the United States Environmental Protection Agency 
(“EPA”) promulgated its GHG rule under the federal Clean Air Act 
of 1963, which required manufacturers to comply with a similar 
footprint based GHG standard, the stringency of which also 
increases year-over-year through 2025. The GHG rule does not 
require separate domestic passenger car compliance reporting but, 
like the CAFE programme, light trucks are reported separately from 
passenger cars. Various flexibilities exist to comply with the two 
standards, including utilising advanced technology components 
and more environmentally friendly refrigerants. A civil fine cannot 
be paid to achieve compliance with GHG standards. 

As a result of the ecological diversity present in the state of Cali-
fornia and the fact that many of the United States’ most polluted cit-
ies are in California, Californian legislators have responded by pass-
ing some of the most stringent environmental laws ever enacted in 
the United States. The California Air Resource Board (“CARB”) has 

asserted the right to promulgate and enforce its own state GHG 
standards for motor vehicles, and given the stringency of California’s 
environmental legislation and how it often is enacted much earlier 
than federal environmental legislation, other states have asserted 
the right to adopt standards of CARB. CARB regulations previously 
stated that compliance with the EPA light-duty programme is 
deemed compliance with CARB standards. However, on 12 Decem-
ber 2018, CARB amended this regulation to state that, in the event 
the EPA were to alter federal GHG stringency, which it now has, 
compliance with the GHG emissions standards of the EPA will no 
longer be deemed compliance with the separate requirements of 
CARB. In September 2019, NHTSA and the EPA issued a rule 
asserting that California is pre-empted from regulating GHG emis-
sions, which is currently being challenged through litigation. As a 
result, the outcome of the federal CAFE and GHG rulemakings and 
related litigation and the finality of the regulatory amendment of 
CARB remains uncertain as of the date of the prospectus.

China
Global fuel consumption evaluation methods and targets which 
require OEMs to meet average fuel consumption standards across 
their passenger vehicle fleets apply in China through standard 
GB27999-2019 which was implemented on 1 January 2021. The 
Chinese Ministry of Industry and Information Technology (the 
“MIIT”) also finalised its “Phase V” standards regarding fuel con-
sumption limits for passenger vehicles (GB19578-2021) and these, 
more stringent fuel consumption standards, came into effect from 
1 July 2021 for all new applications of new vehicle type, in lieu of 
the existing GB19578-2014 standard.

The two national standards described above constitute the Phase 
V fuel consumption standards for passenger vehicles and act as the 
joint basis for implementing the dual-credit scheme that applies to 
China’s domestic OEMs and importers. China adopted the dual-
credit score programme, effective from April 2018 as a means of 
encouraging the reduction of fuel consumption and the production 
of new energy vehicles. Under the scheme, domestic OEMs or 
importers are required to meet the credit requirements of both cor-
porate average fuel consumption (“CAFC”) and new energy pas-
senger vehicles (“NEVs”). Manufacturers and importers can amass 
credits by producing or importing gasoline vehicles with fewer 
emissions than the mandatory standards or by producing or import-
ing NEVs. The surplus NEV credits can offset CAFC credit deficits 
and are allowed to be traded when the manufacturers or importers 
fail to meet certain targets (the underlying concept is similar to that 
of emissions trading).

Vehicle emissions 
EU
The EU sets out a common legal framework for the type-approval 
of motor vehicles (Regulation 2018/858) and imposes specific 
emission standards on vehicles sold in EU member states. New 
passenger cars and vans must fulfil the Euro 5 and 6 standards 
(Regulations 692/2008 and 715/2007) on emission limits, estab-
lishing harmonised rules for emission type-approval of light-duty 
vehicles. Emission standards were recently further tightened pursu-
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ant to Regulations 2017/1151 and 2018/1832, requiring new car 
models to pass more stringent emission tests in real driving condi-
tions as well as laboratory tests before they can be driven on Euro-
pean roads (see also Regulations 2017/1154, 2016/646 and 
2016/427). To help drivers choose new cars with low fuel con-
sumption, Directive 1999/94 requires dealers of new passenger 
cars to provide customers with information on fuel consumption 
and CO2 emissions, including a label showing a car’s fuel efficiency 
and CO2 emissions. Another emission-related EU regulation, Regu-
lation 540/2014, establishes noise emission limits for light-duty 
and heavy-duty vehicles.

United States
Under the federal Clean Air Act, the EPA has responsibility for 
establishing and enforcing emission control standards regulating 
passenger cars and light trucks. The EPA has adopted increasingly 
stringent vehicle emission control standards over time. These 
standards govern: vehicle exhaust emissions (also referred to as 
“tailpipe” emissions), vehicle evaporative emissions, onboard diag-
nostic (“OBD”) systems for monitoring emissions, and emissions 
during cold temperature operation, among other matters. Vehicle 
emission standards are set to become more stringent in the future. 
In 2014, the EPA finalised new vehicle emission and fuel standards 
for passenger vehicles and light-duty trucks, beginning with model 
year 2017 and increasing in stringency through 2025. These stand-
ards, which the EPA named the “Tier 3” standards, reduced the 
allowed levels of tailpipe and evaporative emissions and gasoline 
sulphur content. The EPA promulgated the Tier 3 standards with 
the stated intention of reducing emissions of oxides of nitrogen, vol-
atile organic compounds, promethium, cobalt, and air toxics.

The Low-Emission Vehicle (“LEV”) programme adopted by 
CARB mandates that manufacturers produce and deliver a certain 
quantity of “zero emission vehicles” (“ZEV”) to the California mar-
ket. The current light-duty vehicle ZEV regulation, which uses a 
system based on credits that can be banked and carried forward, 
mandates substantial annual increases in the production and sale of 
battery-electric, fuel cell, and PHEVs through the 2025 model year. 
In 2012, CARB also promulgated the “LEV III” standards, which 
apply to models produced from the year 2015 and thereafter, and 
require additional reductions in vehicle exhaust and evaporative 
emissions. After California has established vehicle emission stand-
ards, other states are permitted to adopt them. As of the date of 
this prospectus, 13 additional states in the United States and the 
District of Columbia have adopted the LEV III standards, and ten 
states other than California had adopted the ZEV requirements of 
the LEV programme.

China
China implements emissions regulations pursuant to the Ministry of 
Ecology and Environment and the Standardisation Administration 
of China. New vehicles manufactured or sold in China must comply 
with emissions standards which correspond with Europe’s “Euro 
VI” standards (“China VI”). China VI for light-duty vehicles was 
promulgated on 23 December 2016 and implemented in two 

phases, China VI-a and China VI-b. China VI-a applies to all light-
duty vehicles sold or registered on or after 1 July 2020, and China 
VI-b will apply to all light-duty vehicles sold or registered on or after 
1 July 2023, with some exceptions.

Car safety
EU
The EU has most notably adopted the following type-approval 
requirements for car safety:

Regulation 661/2009 on the type-approval requirements for the 
general safety of motor vehicles: The EU overhauled its safety regu-
lations in 2009 by adopting Regulation 661/2009, replacing more 
than fifty previously existing safety directives with one overarching 
safety regulation which included requirements on seat belts and 
child restraint systems for example. This regulation was in turn 
revised in 2019 by the adoption of Regulation 2019/2144 (the 
“General Safety Regulation”). The General Safety Regulation 
includes, for example rules on cybersecurity and new guidelines 
regarding driver drowsiness and distraction, such as distractions 
caused by the use of a smartphone while driving, intelligent speed 
assistance, reversing safely with the aid of cameras or sensors, data 
recording in case of an accident (black box), lane-keeping assis-
tance, advanced emergency braking, and crash-test improved 
safety. The new safety features will become mandatory from 2022, 
except for certain requirements which will follow later due to neces-
sary structural design changes.

Regulation 2015/758 on eCall type-approval: All new car models 
sold within the EU must be equipped with eCall – an automatic 
emergency call system for motor vehicles, which is intended to 
shorten the time it takes for emergency services to arrive.

Regulation 2018/858 on the approval and market surveillance of 
motor vehicles: New motor vehicles must be type-approved before 
they can be registered or sold in the EU. If a new vehicle type fails 
to pass the type-approval test, then it is not allowed to be placed on 
the market. For vehicles already on the market, the member states 
as well as the European Commission carry out compliance verifica-
tion tests (emission and car safety testing) to verify compliance 
with applicable EU legislation. Where tests and investigations show 
non-compliance, the national authorities as well as the European 
Commission may order corrective measures, recalls or withdrawal 
of non-compliant vehicles. OEMs who are in breach of type- 
approval legislation (for example, defeat devices or fake declara-
tions) also risk administrative fines of up to EUR 30 000 per 
non-compliant vehicle, which can be levied by the European Com-
mission if no fine is being imposed by the member state. The EU 
type-approval legislation complements the general civil and crimi-
nal law of the member states that may be applicable if allegations of 
fraud are confirmed. 

In addition to the above regulations, the General Product Safety 
Directive (Directive 2001/95/EC) is applicable to vehicles which are 
intended to be used by consumers. The directive stipulates that all 
products placed on the market in the EU must be safe. If a product is 
found unsafe, the manufacturer must undertake corrective measures.
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United States
The National Traffic and Motor Vehicle Safety Act of 1966 (the 
“Safety Act”) requires cars and equipment sold in the United 
States to meet safety standards issued by NHTSA. Since then, vari-
ous legislation has required the NHTSA to make further updates 
and modifications to U.S. vehicle safety standards.

The Safety Act prohibits the sale in the United States of any new 
vehicle or equipment that does not conform to applicable vehicle 
safety standards established by NHTSA. Satisfying safety stand-
ards can be costly, in part because the standards can be in tension 
with the need to reduce vehicle weight in order to meet emissions 
and fuel economy standards. Manufacturers are required to notify 
owners of any defects in vehicle safety and remedy such defects 
through vehicle recalls. The Safety Act also authorises the NHTSA 
to investigate complaints relating to vehicle safety. If NHTSA or a 
manufacturer determines that a vehicle is experiencing safety 
related defects, the vehicle manufacturer must recall the vehicles 
that do not comply with the applicable safety standard. In addition, 
manufacturers are required to report to regulators certain informa-
tion relating to customer complaints, warranty claims, field reports, 
and notices and claims involving property damage, injuries and 
fatalities in the United States and claims involving fatalities outside 
the United States. Manufacturers are also required to report certain 
information concerning safety recalls and other safety campaigns 
outside the United States. 

NHTSA’s safety standards cover a variety of matters and are 
updated frequently. The 2000 Transportation Recall Enhancement, 
Accountability and Documentation Act (“TREAD Act”) required 
NHTSA to regulate vehicle rollover, impose more stringent tire 
safety standards and gather additional information relating to 
potential car defects. The TREAD Act also substantially increased 
NHTSA’s authority to impose both civil and criminal penalties for 
non-compliance with regulatory requirements. NHTSA issued in 
2016 and updated in 2020, non-binding guidelines for addressing 
cybersecurity issues in the design and manufacture of new motor 
vehicles, as well as guidance for the investigation and validation of 
cybersecurity measures. In October 2019, NHTSA announced a 
plan to propose significant updates and upgrades to its New Car 
Assessment Programme, also known as the Five-star Safety Rat-
ings Programme. The details are not known as of the date of this 
prospectus, but are expected to include new test dummies, 
changes to the mandatory label, new test procedures and evalua-
tion of new technologies. In addition, a new Federal Motor Vehicle 
Safety Standard requiring artificial sound in electric and hybrid 
electric vehicles has taken effect for new motor vehicles built on or 
after 1 March 2021. The artificial sound is intended to provide audi-
ble notice of the presence of the electric or hybrid electric vehicle to 
persons with impaired vision.

China
On 1 June 2019, the Administrative Measures on Admission of 
Road Motor Vehicle Manufacturing Enterprises and Products and 
its ancillary regulations, Examination Requirements for Admission 
of Road Motor Vehicle Manufacturing Enterprises and Examination 

Requirements for Admission of Road Motor Vehicle Products, came 
into effect. These regulations stipulate various detailed require-
ments for the market admission of vehicle manufacturers and their 
products such as the safety requirements that apply to passenger 
vehicles, trucks, coaches, special vehicles, motorcycles and trailers 
and the standards for automobile speedometers, car tires and auto-
mobile wheel guard. On 24 July 2020, MIIT revised the 2017 
Administrative Provisions on the Admission of New Energy Vehicle 
Manufacturing Enterprises and Products (the “2020 Admission 
Provisions”), and the 2020 Admission Provisions set out the safety 
requirements for new energy vehicles, such as the standards for 
vehicle-mounted rechargeable electrical energy storage system, 
operation safety and fault protection and protection against electric 
shock. 

Further, vehicle products (including imported vehicles) must 
undergo compulsory certification conducted by qualified certification 
institutions in accordance with nationally approved safety and tech-
nology standards, and only certified vehicles with officially awarded 
Chinese compulsory product certification may be marketed in and 
imported into China. 

In addition, the Administrative Regulations on Recall of Defective 
Automobile Products and its implementation measures provide two 
kinds of recall of automobile products. If the manufacture confirms 
the existence of defects in automobile products, it shall actively recall 
the products. If the competent authority carries out an investigation 
for possible defects in the automobile products and finds any defects 
after investigation, the manufacturer shall implement the recall as 
ordered by the authority unless the alleged defective products pass 
an independent technical examination.

Production related to environmental matters
EU
Car production in the EU is regulated by a variety of EU legislation 
which regulates industrial emissions. Directive 2010/75/EU on 
industrial emissions (“IED”) is the main instrument regulating pol-
lutant emissions from industrial installations. The IED aims to 
achieve a high level of protection for human health and the environ-
ment as a whole by reducing harmful industrial emissions across 
the EU by, for example, requiring certain industrial activities to 
operate in accordance with permits granted by the member states. 
The IED establishes the main principles for permitting and con-
trolling large industrial installations based on an integrated 
approach and the application of best available techniques. Further-
more, medium combustion plants, to the extent they are used in 
production, are regulated through Directive 2015/2193/EU, regu-
lating emissions of sulphur dioxide, NOX and dust from the combus-
tion of fuels in plants with a rated thermal input between 1 and 
50 MW thermal.

Directives 2000/53/EC and 2005/64/EC further set out meas-
ures to prevent and limit waste from end-of-life vehicles and their 
components by ensuring their reuse, recycling and recovery.

The EU member states also have adopted national environmental 
regulations, including international and EU recognised general envi-
ronmental principles.
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United States
The manufacturing plants and operations of Volvo Car Group in the 
United States are subject to a wide range of environmental regula-
tions under the Clean Air Act of 1963, the Clean Water Act of 1972, 
the Resource Conservation and Recovery Act of 1976, the Pollution 
Prevention Act of 1990 and the Toxic Substances Control Act of 
1976. These federal and state regulations impose severe restric-
tions on air- and water-borne discharges of pollution from the facili-
ties of Volvo Car Group, and stringent requirements governing the 
handling of hazardous materials at those facilities and the disposal 
of wastes from their operations.

Pursuant to the Clean Air Act, the EPA has promulgated National 
Ambient Air Quality Standards (“NAAQS”) for six “criteria” pollut-
ants, including for ozone and particulate matter. The Clean Air Act 
requires that the EPA review and possibly revise these NAAQS every 
five years. The annual health–based particulate matter NAAQS and 
the annual health-based and welfare-based ozone NAAQS were 
made more stringent by the EPA in 2012 and 2015, respectively. 
These NAAQS revisions, as well as any future revisions, could lead to 
additional pollution control requirements on the industry, including 
on the manufacturing plants and operations of Volvo Car Group.

China
Environment, health and safety laws and regulations in China govern 
Volvo Car Group’s relevant facilities and operations and these include 
regulations which deal with: (i) the storage, handling, management 
and treatment of hazardous substances and waste (including asbes-
tos in buildings); (ii) the control and proper treatment of waste gas, 
waste water, waste residue, dust, radioactive substances, noise and 
electromagnetic radiation; (iii) human health and safety protection, 
and the improvement of working environment and conditions; (iv) the 
regulation of chemicals; (v) water discharges; (vi) fire-fighting; and 
(vii) the clean-up and remediation of contaminated facilities. It is gen-
erally required under Chinese laws that enterprises causing environ-
mental pollution shall adopt effective measures to avoid and control 
the pollution and damage cause to the environment. Volvo Car 
Group’s operations require permits and controls to monitor or pre-
vent pollution and it is responsible for obtaining and/or periodically 
renewing these permits in accordance with the environment-related 
regulations issued by the Chinese government. 

Auto policies in China
The Chinese government has enacted a number of macro policies 
which govern the automobile industry in China. In April 2017, the 
MIIT and some other authorities jointly released the Middle and 
Long Term Development Plan of Automobile Industry, which speci-
fies the main problems existing in the automobile industry and sets 
out the main goal of striving to enter the ranks of the world’s auto-
mobile powers after 10 years of constant efforts. According to the 
Provisions on the Administration of Investments into the Automo-
bile Industry adopted by the NDRC on 10 January 2019, while the 
production of traditional gas fuel vehicles should be strictly con-
trolled, the development of new energy vehicles should be pro-
moted but the establishment of fully electric car manufacturing 
companies should also be subject to strict scrutiny and the estab-
lishment of low-level manufacturing companies should be avoided. 

On 2 November 2020, China published the Development Plan for 
New Energy Vehicle Industry (2021 – 2035), providing a roadmap 
for the new energy vehicle industry which includes among other 
things, (i) strengthening the innovation of integrated technology for 
whole vehicles; (ii) improving the basic capabilities of the industry; 
(iii) accelerating the development of a common technology innova-
tion platform; (iv) improving the public service capacity of the 
industry; (v) supporting the development of ecology-oriented enter-
prises; (vi) promoting the innovative application of key systems; (vii) 
enhancing the level of intelligent manufacturing; (viii) strengthening 
quality and safety guarantees; (ix) promoting the integrated devel-
opment of new energy vehicles, and new energy, transportation, 
information and communications; (x) strengthening the connection 
of standards and data sharing; (xi) vigorously promoting the con-
struction of the battery charging and swapping network; (xii) coor-
dinating the development of intelligent road network facilities; (xiii) 
orderly promoting the development of the hydrogen fuel supply sys-
tem; (xiv) accelerating integration into the global value chain; and 
(xv) perfecting safeguard measures like strengthening the protec-
tion of intellectual property rights. 

In addition, China has implemented a negative list approach to 
govern foreign investment into the automobile industry. All foreign 
investment in China is generally permitted or encouraged unless 
certain investment activities fall within the negative list. In recent 
years, China has gradually relaxed the restrictions included in the 
negative list regarding, for example, foreign shareholding percent-
age and the number of foreign invested joint ventures in the auto-
mobile industry. The latest version of the negative list was imple-
mented on 23 July 2020 and provides that (i) the shareholding 
percentage of a Chinese shareholder in the vehicle manufacturer 
(except for the manufacturers of special vehicles, new energy vehi-
cles and commercial vehicles) shall not be less than 50 per cent; 
and (ii) a foreign investor may only establish two or less joint ven-
tures in China to manufacture the same type of whole vehicles. 
However, the negative list also undertakes that both restrictions will 
be lifted in 2022. As of the date of this prospectus, the MIIT has 
not announced anything further pertaining to the cancellation of the 
previously mentioned restrictions but they have reiterated, as dis-
closed in a press release dated 26 January 2021, that all restric-
tions on foreign investment into the automobile industry will be 
lifted in 2022.

Cybersecurity policies in China
In China, focus on data privacy and cybersecurity has been increas-
ing in recent years.

In July 2021, China’s State Council issued Opinions on Strictly 
Cracking Down on Illegal Securities Activities, a policy that calls for 
strengthening enforcement and improving laws and regulations on 
cross-border data transfer and data security. On 30 July 2021, the 
Ministry of Industry and Information Technology of China issued the 
Opinion on Strengthening the Management of Connected Vehicle 
Manufacturers and Product Access. The opinion requires compa-
nies to strengthen their data security management capacity, such 
as establishing data classification management, enhancing data 
security protection measures, conducting self-assessment to iden-
tify risks related to data and reporting data security incident to local 
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authorities. It also specifically provides that companies should store 
personal information and important data collected and generated 
during its operation in China within the territory of China; and if 
there is any need to export data, these companies are required to 
conduct and go through a security assessment.

The Chinese Data Security Law, which was promulgated by the 
Standing Committee of the National People’s Congress of China in 
June 2021 and entered into force in September 2021, imposes data 
security and privacy obligations on entities and individuals carrying 
out data activities, requires a national security review of data activi-
ties that may affect national security and imposes export restric-
tions on certain data and information. The Chinese Data Security 
Law has extraterritorial effect that data processing activities carried 
out outside of China which damage the national security and public 
interests of China, or the legitimate rights and interests of Chinese 
citizens and organisations will give rise to legal liabilities.

On 12 May 2021, the Cyberspace Administration of China 
released a draft of Several Administrative Provisions on Automobile 
Data Security. Following the draft, the Several Measures on the 
Automobile Data Security Management was promulgated in August 
2021 and entered into force on 1 October 2021. The regulation 
applies to the operators engaged in automobile design, manufactur-
ing and providing relevant service, including automobile manufac-
turers, providers of component and software, dealers, repairers, 
ride-hailing companies and insurance companies. The regulation 
requires the operators to comply with certain requirements in rela-
tion to processing of personal information and important data dur-
ing the process of designing, manufacturing, selling, maintaining, 
managing automobiles within the territory of China. It specifically 
requires the operators to store personal information and important 
data within the territory of China; and if there is actual need to pro-
vide such data overseas, the operator shall go through the data 
export security assessment organized by Cyberspace Administra-
tion of China.

In August 2021, the Chinese Personal Information Protection Law 
was passed and is expected to enter into force on 1 November 
2021. The law provides further detailed rules for processing per-
sonal information and emphasises its extraterritorial effect. It shall 
apply to the processing of personal information carried out outside 
of China of natural persons who are within the territory of China 
where (1) such processing is for the purpose of providing products 
or services for natural persons within China, (2) such processing is 
to analyse or evaluate the behaviour of natural persons within 
China, or (3) there are any other circumstances stipulated by laws 
and administrative regulations.

In addition to the foregoing, on 10 July 2021, the CRO under the 
Cyberspace Administration of China promulgated a draft adminis-
trative measure relating to cybersecurity, which further restates and 
expands the rules of cybersecurity review in China. Pursuant to the 
administrative measure, critical information infrastructure operators 
that intend to purchase network products and services and data 
processors engaging in data processing activities that affect or may 
affect Chinese national security must be subject to cybersecurity 
review. The administrative measure specifically requires data pro-
cessors in China who hold more than one million users’ personal 
information and plan to list on a stock exchange in a foreign country 
to apply for a cybersecurity review. Moreover, under the administra-
tive measure, the CRO can initiate cybersecurity review under cer-
tain situations, for example, if a regulatory agency within the cyber-
security review coordination mechanism believes a network 
product or service, data processing activity, or stock exchange list-
ing activity outside of China impacts or might impact Chinese 
national security. As of the date of this prospectus, it is uncertain if 
and when this draft regulation will enter into force, and it remains 
unclear whether the formal version adopted in the future will have 
any further material changes (see also “Risk factors–Risks related 
to Volvo Car Group’s operations and industry–Volvo Car Group is 
exposed to risks associated with its international operations”). 
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Selected historical financial information

The selected historical financial information presented below as of and for the financial years ended 31 December 2020, 
2019 and 2018 (other than non-IFRS measures) has been derived from Volvo Car Group’s audited consolidated financial 
statements as of and for each respective financial year included in “Historical financial information”, which have been audited 
by Deloitte AB (see “The Auditor’s Report on restated financial statements on historical financial information” on page F-76 
in “Historical financial information”). The selected consolidated financial information presented below as of and for the first 
six months 2021 and 2020, respectively, (other than non-IFRS measures) has been derived from the Company’s unaudited 
interim consolidated financial statements as of and for the first six months 2021 included in “Historical financial information”, 
which have been reviewed by Deloitte AB. However, as stated in their report, Deloitte did not audit and do not express an 
audit opinion on the interim financial information. Accordingly, the degree of reliance on Deloitte’s report on the interim 
financial information should be restricted in light of the limited nature of the review procedures applied (see “The Auditor’s 
Review Report on interim financial information” on page F-18 in “Historical financial information”). Volvo Car Group’s con-
solidated financial statements as of and for the financial years 2020, 2019 and 2018 have been prepared in accordance 
with IFRS. Volvo Car Group’s unaudited interim consolidated financial statements as of and for the first six months 2021 
has been prepared in accordance with IAS 34 – Interim Financial Reporting. For additional information, please refer to 
“Presentation of financial and other information–Financial information”.

Consolidated income statements

For the six months ended 30 June For the year ended 31 December

MSEK 2021 2020 2020 2019 2018

(unaudited) (audited)

Revenue 141,131 111,759 262,833 274,117 252,653

Cost of sales -111,020 -94,480 -216,813 -222,047 -203,322

Gross income 30,111 17,279 46,020 52,070 49,331

Research and development expenses1) -7,148 -5,978 -11,362 -11,446 -10,903

Selling expenses -8,970 -7,057 -15,710 -17,287 -17,371

Administrative expenses -3,612 -4,231 -8,539 -9,489 -8,001

Other operating income 1,875 1,253 2,362 3,868 3,386

Other operating expenses -1,014 -1,467 -3,903 -3,245 -2,324

Share of income in joint ventures and associates 1,996 -788 -352 -168 67

Operating income 13,238 -989 8,516 14,303 14,185

Financial income 385 387 2,618 575 407

Financial expenses -1,646 -715 -1,588 -1,710 -1,675

Income before tax 11,977 -1,317 9,546 13,168 12,917

Income tax -2,350 146 -1,758 -3,565 -3,136

Net income 9,627 -1,171 7,788 9,603 9,781

Net income attributable to

Owners of the parent company 8,244 -1,737 5,834 7,115 6,840

Non-controlling interests 1,383 566 1,954 2,488 2,941

9,627 -1,171 7,788 9,603 9,781

1) The amortisation expenses in 2020 decreased by MSEK 666 (–) ((–)), due to certain extended cycle plans and thus longer depreciation periods, leading to a higher 
asset value.
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Consolidated balance sheets

As of 30 June As of 31 December

MSEK 2021 2020 2020 2019 2018

(unaudited) (audited)

ASSETS

Non-current assets

Intangible assets 39,741 33,960 37,168 32,786 29,626

Property, plant and equipment 57,399 67,700 57,453 69,738 61,208

Assets held under operating leases 6,518 3,724 4,490 3,243 2,523

Receivables on parent company – 54 – 54 54

Investments in joint ventures and associates1) 7,948 6,503 9,997 9,211 7,003

Other long-term securities holdings 1,778 386 2,449 296 190

Deferred tax assets 7,216 7,552 7,164 7,275 6,586

Other non-current assets 6,056 4,781 4,758 3,253 2,982

Total non-current assets 126,656 124,660 123,479 125,856 110,172

Current assets

Inventories 40,418 42,133 35,513 38,911 35,163

Accounts receivable 17,344 14,295 14,776 13,243 13,704

Current tax assets 1,044 1,469 886 987 573

Other current assets 11,051 9,233 10,130 8,855 9,875

Marketable securities 5,140 524 8,087 3,518 1,577

Cash and cash equivalents 48,450 43,288 61,592 51,997 40,170

Assets held for sale 3,440 – 7,849 – –

Total current assets 126,887 110,942 138,833 117,511 101,062

TOTAL ASSETS 253,543 235,602 262,312 243,367 211,234

EQUITY & LIABILITIES

Equity

Equity attributable to owners of the parent company 64,269 52,682 59,412 53,883 52,873

Non-controlling interests 8,921 10,197 11,006 9,765 8,378

Total equity 73,190 62,879 70,418 63,648 61,251

Non-current liabilities

Provisions for post-employment benefits 11,906 13,816 14,187 12,583 8,425

Deferred tax liabilities 2,067 1,088 1,044 975 1,688

Other non-current provisions 9,029 7,857 8,155 7,291 6,189

Liabilities to credit institutions 2,767 7,478 5,882 4,489 8,273

Bonds, non-current 18,107 16,446 20,950 21,643 13,200

Non-current contract liabilities to customers 5,579 5,931 5,630 5,210 4,184

Other non-current interest bearing liabilities 5,087 4,958 4,815 5,076 –

Other non-current liabilities 7,027 3,953 4,877 6,471 4,609

Total non-current liabilities 61,569 61,527 65,540 63,738 46,568

Current liabilities

Current provisions 8,549 6,779 8,530 8,357 6,936

Liabilities to credit institutions 5,545 2,797 2,512 4,105 2,175

Bonds, current 2,997 5,240 5,017 – –

Current contract liabilities to customers 20,488 20,549 21,842 20,478 17,511

Accounts payable 42,108 37,969 46,635 44,876 43,633

Current tax liabilities 911 506 1,486 1,302 1,645

Other current interest bearing liabilities 1,247 1,155 1,160 1,073 ¬

Other current liabilities 35,783 36,201 37,423 35,790 31,515

Liabilities held for sale 1,156 – 1,749 – –

Total current liabilities 118,784 111,196 126,354 115,981 103,415

TOTAL EQUITY & LIABILITIES 253,543 235,602 262,312 243,367 211,234

1) During 2020, the internal profit elimination related to sale of licenses and technology to Polestar was reclassified and the comparative figures for 2019 have 
been adjusted accordingly. The effect in 2019 was MSEK 1,803 on Investments in joint ventures and associates, MSEK 1,558 on Other non-current liabilities 
and MSEK 245 on Other current liabilities. Comparative figures for 2018 have not been restated.
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Consolidated statement of cash flows

For the six months ended 30 June For the year ended 31 December 

MSEK 2021 2020 2020 2019 2018

(unaudited) (audited)

OPERATING ACTIVITIES

Operating income 13,238 -989 8,516 14,303 14,185

Depreciation and amortisation of non-current assets 7,680 7,808 14,449 15,548 13,213

Interest and similar items received 341 249 550 572 408

Interest and similar items paid -708 -657 -1,268 -854 -818

Other financial items -667 -301 -437 -607 -203

Income tax paid -2,413 -1,711 -2,856 -4,089 -4,132

Adjustments for items not affecting cash flow -470 3,243 3,989 -2,415 68

17,001 7,642 22,943 22,458 22,721

Movements in working capital

Change in inventories -3,025 -4,022 -454 -3,066 -3,706

Change in accounts receivable -1,120 -1,207 -2,137 694 -2,627

Change in accounts payable -7,570 -6,023 5,183 1,969 4,372

Change in provisions 127 -1,952 -303 926 -608

Change in contract liabilities to customers -687 938 3,872 6,503 6,093

Change in other working capital assets/liabilities1) -3,680 1,151 4,848 2,890 520

Cash flow from movements in working capital -15,955 -11,115 11,009 9,916 4,044

Cash flow from operating activities 1,046 -3,473 33,952 32,374 26,765

INVESTING ACTIVITIES

Investments in shares and participations, net2) 1,527 -168 -4,125 -235 -1,565

Repayment of loans from affiliated companies – – 1,251 – –

Dividends received from joint ventures and associates 1,287 7 333 64 240

Investments in intangible assets -5,348 -4,218 -8,574 -9,176 -7,283

Investments in tangible assets -5,473 -5,108 -9,986 -11,807 -13,574

Disposal of tangible assets 62 157 431 353 122

Cash flow from investing activities -7,945 -9,330 -20,670 -20,801 -22,060

Cash flow from operating and investing activities -6,899 -12,803 13,282 11,573 4,705

FINANCING ACTIVITIES

Proceeds from credit institutions 1,452 4,703 5,011 1,361 3,087

Proceeds from bond issuance – – 5,209 8,221 –

Repayment of bond -5,065 – – – –

Repayment of liabilities to credit institutions -1,358 -3,052 -4,612 -3,553 -7,354

Repayment of interest bearing liabilities -677 -680 -1,350 -1,356 –

Proceeds from preference shares issuance – – – 5,011 –

Redemption of preference shares – – – -5,745 –

Dividend paid to shareholders -4,867 – -4 -2,897 -67

Investments in marketable securities, net3) 3,131 3,065 -4,692 -1,985 2,558

Other4) -73 151 -396 112 1,033

Cash flow from financing activities -7,457 4,187 -834 -831 -743

Cash flow for the period -14,356 -8,616 12,448 10,742 3,962

Cash and cash equivalents at beginning of reporting period 61,592 51,997 51,997 40,170 35,402

Exchange difference on cash and cash equivalents 1,214 -93 -2,853 1,085 806

Cash and cash equivalents at end of reporting period 48,450 43,288 61,592 51,997 40,170

1) Up until the second quarter of 2019, expenses related to the delivery of unique IP (now classified as customer contracts) were capitalised as an intangible asset, 
an asset expensed when transferred to the customer. For comparison reasons, the affected line items for 2018 have been restated.
2) In the six months ended 30 June 2021, investments amounted to MSEK -460 (-365) and capital repayments from Joint ventures amounted to MSEK 132 (245) 
and the cash flow from the acquisition of Polestar Holding amounted to MSEK 1,882 (–). In 2020, investments amounted to MSEK -4,589 (-653) ((-2,029)) and 
capital repayments from Joint ventures amounted to MSEK 464 (418) ((464)). Investments in shares and participations, net, includes for 2018: effects from loss of 
control of Polestar group.
3) In the six months ended 30 June 2021, investments amounted to MSEK -6,427 (-524) and matured investments amounted to MSEK 9,558 (3,589). In 2020, 
investments amounted to MSEK -8,805 (-8,888) ((-3,029)) and matured investments amounted to MSEK 4,113 (6,903) ((5,587)).
4) In the six months ended 30 June 2021, other is attributable to realised result from financial instruments MSEK -38 (160) and change in Other non- current liabili-
ties MSEK -35 (-9). In 2020, other is attributable to realised result from financial instruments MSEK -424 (226) ((694)) and change in Other non-current liabilities 
MSEK 28 (-114) ((339)). 
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Key operating metrics

For the six months ended 30 June For the year ended 31 December 

MSEK (unless otherwise stated) 2021 2020 2020*) 2019*) 2018*)

Basic earnings per share, SEK1) 163.63 -35.99 114.15 127.30 134.30

Capital expenditure, CapEx, ratio, %2) 7.7 8.3 7.1 7.7 8.3

Cash flow from operating activities1) 1,046 -3,473 33,952 32,374 26,765

Cash flow from operating and investing activities1) -6,899 -12,803 13,282 11,573 4,705

Operating income (EBIT)2) 13,238 -989 8,516 14,303 14,185

EBIT margin, %2) 9.4 -0.9 3.2 5.2 5.6

EBITDA2) 20,918 6,819 22,965 29,851 27,398

EBITDA margin, %2) 14.8 6.1 8.7 10.9 10.8

Equity ratio, %2) 28.9 26.7 26.8 26.2 29.0

Gross margin, %2) 21.3 15.5 17.5 19.0 19.5

Net cash2) 24,090 11,781 35,241 25,214 18,029

Net income1) 9,627 -1,171 7,788 9,603 9,781

Net working capital, NWC2) 15,654 18,459 3,654 7,278 5,234

NWC ratio, %2) 5.4 7.2 1.4 2.7 2.1

Research and development expenses1) -7,148 -5,978 -11,362 -11,446 -10,903

Retail sales, units3) 380,757 269,962 661,713 705,452 642,253

Return on invested capital, ROIC, %2) 19.5 7.0 8.4 14.5 16.1

Revenue1) 141,131 111,759 262,833 274,117 252,653

Total liquidity2) 66,737 68,094 94,379 69,108 55,075

Total liquidity ratio, %2) 22.8 26.6 35.9 25.2 21.8

 *) Volvo Car Group adopted IFRS 16 prospectively from 1 January 2019 using the modified retrospective approach, which does not require restatement of prior  
periods. Therefore 2019 and 2020 are presented according to IFRS 16 Leasing. 2018 is presented according to IAS 17 Leases.
1) IFRS measure.
2) Non-IFRS measure (alternative performance measure).
3) Non-financial operating metric.

V60
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Definitions 

Measure Definition Reason for use

Capital expenditure,  
CapEx, ratio

CapEx (investments in intangible assets and investments 
in tangible assets) ratio is defined as CapEx as a percent-
age of revenue.

CapEx ratio presents an overview of Volvo Car Group’s 
re-investments of revenue back into productive assets.

Operating income (EBIT) EBIT is defined as net income excluding financial income, 
financial expenses and income taxes, that is operating 
income presented in the income statement.

EBIT presents the operating income of Volvo Car Group.

EBIT margin EBIT margin is defined as EBIT as a percentage of revenue. EBIT margin presents the profitability of the operation in 
relation to the recognised revenue earned by Volvo Car 
Group during the accounting period.

EBITDA EBITDA is defined as net income excluding financial 
income, financial expenses and income taxes (EBIT) 
excluding depreciation and amortisation of non-current 
assets.

EBITDA presents an overview of the profitability of Volvo 
Car Group operations.

EBITDA margin EBITDA margin is defined as EBITDA as a percentage of 
revenue.

EBITDA margin presents the profitability of the operations 
in relation to the recognised revenue earned by Volvo Car 
Group during the accounting period.

Equity ratio Equity ratio is defined as total equity divided by total 
assets in the balance sheet.

Equity ratio measures Volvo Car Group’s solvency.

Gross margin Gross margin is defined as gross income as a percentage of 
revenue.

Gross margin presents the per cent of revenue that Volvo 
Car Group retains after incurring the direct costs associ-
ated with producing the goods and services sold.

Net cash Net cash is defined as cash and cash equivalents and mar-
ketable securities, less liabilities to credit institutions 
(non-current and current), less bonds (non-current and cur-
rent), less other non-current interest-bearing liabilities 
(excluding non-current lease liabilities).

Net cash represents Volvo Car Group’s ability to meet its 
financial obligations.

Net working capital, NWC NWC is defined as inventories and accounts receivable 
less accounts payable.

NWC is used to measure Volvo Car Group’s short-term 
debt obligations only considering inventories, accounts 
receivable and accounts payable.

NWC ratio NWC ratio is defined as NWC as a percentage of revenue 
(last twelve months).

NWC ratio gives an overview of how much of Volvo Car 
Group’s revenue that is used to cover its short-term debt 
obligations.

Return on invested capital, 
ROIC

ROIC is defined as EBIT (last twelve months) divided with 
total invested capital. Total invested capital is the amount 
of net assets needed in day to day operations (total assets 
less receivables on parent company (Volvo Car AB), less 
other long-term securities holding, less cash and cash 
equivalents, less marketable securities plus operating cash 
(average two year revenue*10 per cent), less total current 
liabilities, less current liabilities to parent company, plus lia-
bilities to credit institutions (current), plus bonds, current, 
plus other current interest-bearing liabilities) calculated on 
two years average figures.

Return on invested capital ratio gives an overview of how 
efficient Volvo Car Group is at allocating capital to profita-
ble investments.

Total liquidity Total liquidity is defined as cash and cash equivalents, 
undrawn credit facilities and marketable securities.

Total liquidity presents Volvo Car Group’s amount of assets 
which quickly can be converted to cash.

Total liquidity ratio Total liquidity ratio is defined as total liquidity as a percent-
age of revenue (last twelve months).

Total liquidity ratio presents the relation between Volvo Car 
Group’s liquidity and revenue. Volvo Car Group uses this 
metric to overview that the liquidity is sufficient to operate 
its business.

Definitions and reconciliation of non-IFRS measures
Below, Volvo Car Group presents certain key operating metrics, 
including certain key operating metrics and ratios that are not 
measures of financial performance or financial position under IFRS 

(alternative performance measures, APMs). Please refer to “Pres-
entation of financial and other information–Non-IFRS measures 
(alternative performance measures)” for additional information. The 
non-IFRS measures have not been audited.
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Reconciliation of non-IFRS measures

Capital expenditure, CapEx, ratio
For the six months ended 30 June For the year ended 31 December

MSEK (unless otherwise stated) 2021 2020 2020 2019 2018

Investments in intangible assets 5,348 4,218 8,574 9,176 7,283

Investments in tangible assets 5,473 5,108 9,986 11,807 13,574

Capital expenditure, CapEx 10,821 9,326 18,560 20,983 20,857

Revenue 141,131 111,759 262,833 274,117 252,653

Capital expenditure, CapEx, ratio, % 7.7 8.3 7.1 7.7 8.3

EBITDA/EBITDA margin 
For the six months ended 30 June For the year ended 31 December

MSEK (unless otherwise stated) 2021 2020 2020 2019 2018

Net income 9,627 -1,171 7,788 9,603 9,781

Financial income -385 -387 -2,618 -575 -407

Financial expenses 1,646 715 1,588 1,710 1,675

Income tax 2,350 -146 1,758 3,565 3,136

Depreciation and amortisation of non-current assets 7,680 7,808 14,449 15,548 13,213

EBITDA 20,918 6,819 22,965 29,851 27,398

Revenue 141,131 111,759 262,833 274,117 252,653

EBITDA margin, % 14.8 6.1 8.7 10.9 10.8

Operating income (EBIT)/EBIT margin
For the six months ended 30 June For the year ended 31 December

MSEK (unless otherwise stated) 2021 2020 2020 2019 2018

Operating income (EBIT) 13,238 -989 8,516 14,303 14,185

Revenue 141,131 111,759 262,833 274,117 252,653

EBIT margin, % 9.4 -0.9 3.2 5.2 5.6

Gross margin
For the six months ended 30 June For the year ended 31 December

MSEK (unless otherwise stated) 2021 2020 2020 2019 2018

Gross income 30,111 17,279 46,020 52,070 49,331

Revenue 141,131 111,759 262,833 274,117 252,653

Gross margin, % 21.3 15.5 17.5 19.0 19.5

Net cash
As of 30 June As of 31 December

MSEK (unless otherwise stated) 2021 2020 2020 2019 2018

Cash and cash equivalents 48,450 43,288 61,592 51,997 40,170

Marketable securities 5,140 524 8,087 3,518 1,577

Liabilities to credit institutions (non-current) -2,767 -7,478 -5,882 -4,489 -8,273

Bonds, non-current1) -18,107 -16,446 -20,950 -21,623 -13,186

Other non-current interest-bearing liabilities2) -84 -84 -84 -84 -84

Liabilities to credit institutions (current) -5,545 -2,797 -2,512 -4,105 -2,175

Bonds, current1) -2,997 -5,226 -5,010 – –

Net cash 24,090 11,781 35,241 25,214 18,029

1) The bonds are presented above at amortised cost. For 2020, the MEUR 500 fixed interest rate bond issued in May 2016 is recognised in the balance sheet with a 
fair value adjustment and the fair value component amounted to MSEK 7 (20) ((14)).
2) In the six months ended 30 June 2021, other non-current interest-bearing liabilities excludes non-current lease liabilities amounting to MSEK 5,003 (4,874). In 
2020, other non-current interest-bearing liabilities excludes non-current lease liabilities amounting to MSEK 4,731 (4,992) ((–)). Other non-current interest-bearing 
liabilities for 2018 are included in the line item other non-current liabilities in the balance sheet.

Equity ratio
As of 30 June As of 31 December

MSEK (unless otherwise stated) 2021 2020 2020 2019 2018

Total equity 73,190 62,879 70,418 63,648 61,251

Total assets 253,543 235,602 262,312 243,367 211,234

Equity ratio, % 28.9 26.7 26.8 26.2 29.0
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Net working capital, NWC/NWC ratio 
As of 30 June As of 31 December

MSEK (unless otherwise stated) 2021 2020 2020 2019 2018

Inventories 40,418 42,133 35,513 38,911 35,163

Accounts receivable 17,344 14,295 14,776 13,243 13,704

Accounts payable -42,108 -37,969 -46,635 -44,876 -43,633

Net working capital, NWC 15,654 18,459 3,654 7,278 5,234

Revenue (last twelve months) 292,205 255,781 262,833 274,117 252,653

NWC ratio, % 5.4 7.2 1.4 2.7 2.1

Return on invested capital, ROIC
For the six months ended 30 June For the year ended 31 December

MSEK (unless otherwise stated) 2021 2020 2020 2019 2018

Average two year revenue * 10 per cent 27,399 25,784 26,484 26,339 23,065

Operating cash 27,399 25,784 26,484 26,339 23,065

Total assets 244,573 234,819 252,840 227,301 200,699

Receivables on parent company -27 -54 -27 -54 -54

Other long-term securities holding -1,082 -318 -1,373 -243 -135

Cash and cash equivalents -45,869 -41,775 -56,795 -46,084 -37,786

Marketable securities -2,832 -2,380 -5,803 -2,548 -2,785

Operating cash 27,399 25,784 26,484 26,339 23,065

Total current liabilities -114,990 -110,901 -121,168 -109,698 -99,900

Current liabilities to parent company (Volvo Car AB) – – – – –

Liabilities to credit institutions (current) 4,171 2,676 3,309 3,140 4,801

Bonds, current 4,119 2,620 2,509 – –

Other current interest-bearing liabilities 1,201 1,101 1,117 537 –

Total invested capital1) 116,663 111,572 101,457 98,690 87,905

Operating income (EBIT) (last twelve months) 22,743 7,795 8,516 14,303 14,185

Return on invested capital, ROIC, % 19.5 7.0 8.4 14.5 16.1

1) Total invested capital is calculated on two years average balances.

Total liquidity/Total liquidity ratio
As of 30 June As of 31 December

MSEK (unless otherwise stated) 2021 2020 2020 2019 2018

Cash and cash equivalents 48,450 43,288 61,592 51,997 40,170

Marketable securities 5,140 524 8,087 3,518 1,577

Undrawn credit facilities 13,147 24,282 24,700 13,593 13,328

Total liquidity 66,737 68,094 94,379 69,108 55,075

Revenue (last twelve months) 292,205 255,781 262,833 274,117 252,653

Total liquidity ratio, % 22.8 26.6 35.9 25.2 21.8

Reconciliation of non-IFRS measures for the third quarter of 2021 and the first nine months 2021
Please refer to “Operating and financial review–Current trading–Third quarter of 2021 and first nine months 2021”.

Operating income (EBIT)/EBIT margin
For the three months ended  

30 September
For the nine months ended  

30 September

MSEK (unless otherwise stated) 2021 2020 2021 2020

Operating income (EBIT) 3,329 4,568 16,567 3,579

Revenue 60,838 65,763 201,969 177,522

EBIT margin, % 5.5 6.9 8.2 2.0
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EBITDA/EBITDA margin
For the three months ended  

30 September
For the nine months ended  

30 September

MSEK (unless otherwise stated) 2021 2020 2021 2020

Net income 2,292 3,320 11,919 2,149

Financial income 429 71 814 458

Financial expenses -666 -420 -2,312 -1,135

Income tax -800 -899 -3,150 -753

Depreciation and amortisation of non-current assets 3,608 3,649 11,288 11,457

EBITDA 6,937 8,217 27,855 15,036

Revenue 60,838 65,763 201,969 177,522

EBITDA margin, % 11.4 12.5 13.8 8.5

Gross margin
For the three months ended  

30 September
For the nine months ended  

30 September

MSEK (unless otherwise stated) 2021 2020 2021 2020

Gross income 13,737 12,850 43,848 30,129

Revenue 60,838 65,763 201,969 177,522

Gross margin, % 22.6 19.5 21.7 17.0

Net cash
As of 30 September

MSEK (unless otherwise stated) 2021 2020

Cash and cash equivalents 36,403 53,072

Marketable securities 5,003 –

Liabilities to credit institutions (non-current) -2,698 -7,265

Bonds, non-current1) -18,182 -16,530

Other non-current interest-bearing liabilities2) – -84

Liabilities to credit institutions (current) -5,452 -2,570

Bonds, current1) -2,998 -5,266

Net cash 12,076 21,357

1) The bonds are presented above at amortised cost. As of 30 September 2020, the MEUR 500 fixed interest rate bond issued in May 2016 is recognised in the  
balance sheet with a fair value adjustment and the fair value component amounted to MSEK 12.
2) As of 30 September 2021, other non-current interest-bearing liabilities excludes non-current lease liabilities amounting to MSEK 5,065. As of 30 September 
2020, other non-current interest-bearing liabilities excludes non-current lease liabilities amounting to MSEK 4,754. 

Return on invested capital, ROIC
For the three months ended  

30 September
For the nine months ended  

30 September

MSEK (unless otherwise stated) 2021 2020 2021 2020

Average two year revenue * 10 per cent 27,200 26,233 27,200 26,233

Operating cash 27,200 26,233 27,200 26,233

Total assets 243,749 245,769 243,749 245,769

Receivables on parent company -27 -54 -27 -54

Other long-term securities holding -947 -348 -947 -348

Cash and cash equivalents -44,738 -49,066 -44,738 -49,066

Marketable securities -2,502 -895 -2,502 -895

Operating cash 27,200 26,233 27,200 26,233

Total current liabilities -113,061 -119,462 -113,061 -119,462

Current liabilities to parent company (Volvo Car AB) – – – –

Liabilities to credit institutions (current) 4,011 3,332 4,011 3,332

Bonds, current 4,138 2,639 4,138 2,639

Other current interest-bearing liabilities 1,243 1,109 1,243 1,109

Total invested capital1) 119,066 109,257 119,066 109,257

Operating income (EBIT) (last twelve months) 21,504 8,871 21,504 8,871

Return on invested capital, ROIC, % 18.1 8.1 18.1 8.1

1) Total invested capital is calculated on two years average balances.
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Overview 
Volvo Car Group is one of the world’s fastest growing (both in terms 
of units sold and revenue) premium automotive brands, providing 
its customers with the freedom to move in a personal, sustainable 
and safe way. Volvo Car Group believes that its unique structure1 
and focused strategy makes it one of the fastest transformers in the 
global automotive industry, with mid-decade ambitions dedicated 
to electrification, sustainability and digitisation. Founded and head-
quartered in Gothenburg, Sweden in 1927, over the course of its 
history, Volvo Car Group has been a global force for automotive 
safety and innovation. Volvo Car Group has been credited with a 
number of industry leading innovations that are now standard in 
cars across the world, such as the three-point safety belt, the side 
impact protection system, side impact airbags and autonomous 
emergency braking. Volvo Car Group is focused on the design, engi-
neering, manufacturing, distribution and sale of premium passenger 
cars, now with particular focus on sustainability, fully electric cars 
and direct consumer relations, including subscription and other new 
mobility services.

Volvo Car Group offers a focused range of premium car models 
that are recognised for their design, safety and technological inno-
vation. During the twelve months ended 30 June 2021, Volvo Car 
Group sold more than 770,000 cars in over 100 countries, of which 
74 per cent comprised XC Series models (SUVs), 14 per cent com-
prised S Series models (sedans) and 12 per cent comprised V 
Series models (estates). Volvo cars are marketed and sold online in 
selected markets through Volvo Car Group’s online store,   

1) Volvo Car Group believes that its structure is unique because it exerts opera-
tional control over and consolidates its Chinese operations in a way that no 
other Western OEM to date has replicated. For further information, see “Busi-
ness description–Investment highlights–Fastest transformer: unique structure, 
open to tech partnerships, distinct culture”.

www.volvocars.com, and in physical stores through approximately 
2,300 retail partners. With its global headquarters in Gothenburg, 
Sweden and regional headquarters in Shanghai, China and Mah-
wah, New Jersey, United States, the core markets for Volvo Car 
Group are Europe, China and the United States, which accounted 
for 44 per cent, 25 per cent and 17 per cent, respectively, of its 
retail sales (units) in 2020. For additional information, please refer 
to “Business description – Overview”.

Key factors affecting Volvo Car Group’s results of operations 
and financial condition
The following discussion highlights the key factors that during the 
six months ended 30 June 2020 and 2021 and the financial years 
2020, 2019 and 2018, respectively, have had, and could continue 
to have, a material effect on Volvo Car Group’s results of operations 
and financial condition. Certain of the below factors have histori-
cally been cyclical or volatile, much of which is due to circum-
stances that are beyond the control of Volvo Car Group. As a result, 
past performance will not necessarily be indicative of future perfor-
mance. In addition, important factors that could cause Volvo Car 
Group’s actual operations or financial condition to differ materially 
from those expressed or implied below also include, but are not lim-
ited to, factors indicated in this prospectus under “Risk factors” and 
“Important information – Forward-looking statements”.

Operating and financial review

This “Operating and financial review” is based on and should be read in conjunction with “Presentation of financial and 
other information” and “Historical financial information”. The following discussion of Volvo Car Group’s results of operations 
and financial conditions contains forward-looking statements that reflect the current view of Volvo Car Group and involve 
inherent risks and uncertainties. Volvo Car Group’s actual results may differ materially from those discussed in such for-
ward-looking statements below and elsewhere in this prospectus, which could cause actual events or conditions to differ 
materially from those expressed or implied by the forward-looking statements. For a discussion of some of those risks and 
uncertainties, see “Risk factors” and “Important information–Forward-looking statements”. In addition, certain industry 
issues also affect Volvo Car Group’s results of operations and are described in “Industry overview”.
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Economic conditions and demand for premium cars
For the six months ended 30 June 2021 and 2020 and the finan-
cial years 2020, 2019 and 2018, Volvo Car Group derived its rev-
enue primarily from the sale of premium cars globally, in particu-

The global economic environment and macroeconomic conditions 
influence the levels of disposable income and consumer spending 
and therefore the demand for the premium cars that Volvo Car 
Group produces and sells. Key economic factors, such as the 
growth of the global economy, currency fluctuations, availability of 
credit, levels of indebtedness and disposable income of customers, 
will affect the demand for purchasing new cars.

Volvo Car Group’s results of operations and financial condition 
benefited from an upward market growth trend during 2018 and 
2019, but were adversely affected by the COVID-19 pandemic and 
the resulting global economic slowdown in the first half of 2020. In 
response to the COVID-19 pandemic, Volvo Car Group imple-
mented a series of measures ranging from temporary production 
facility closures in China, Belgium, Sweden and the United States, 
which adversely impacted Volvo Car Group’s production and sales 
volumes, to adapting work environments in its factories and offices. 
Altogether, the measures taken also helped reduce cost. Volvo Car 
Group’s employees, suppliers and retail partners to a large extent 
have been able to introduce new ways of working and selling to 
ensure that their customers can receive the deliveries and mainte-
nance that they need. Volvo Car Group’s sales volumes and results 
of operation were adversely affected by lower demand and supply 
chain disruptions during the first half of 2020. Volvo Car Group 
experienced a decrease of 20.8 per cent in aggregate sales vol-
umes across all regions for the first half of 2020, as compared to 
the first half of 2019, and a decrease of 6.2 per cent in 2020 full 
year aggregate sales volumes across all regions, as compared to 
2019. Aggregate sales volumes refer to sales to end customers 
(including a portion of cars used as customer loaner and demo cars) 
and is a relevant measure of the demand for Volvo cars from an 

Revenue allocated to geographical regions

MSEK

Six months ended 30 June Year ended 31 December

2021 2020 2020 2019 2018

China 34,335 24,282 61,236 60,530 54,653

United States 23,771 16,493 40,581 40,110 39,366

Europe(1) 60,800 54,786 121,904 130,983 121,671

of which Sweden 13,890 12,266 25,546 26,092 28,034

of which Germany 7,472 8,951 18,319 20,343 18,366

of which United Kingdom 7,234 6,974 15,866 16,911 14,933

Other markets 22,225 16,198 39,112 42,494 36,963

of which Japan 3,733 3,755 7,345 7,937 6,593

of which South Korea 3,087 2,596 5,059 4,623 3,322

Total 141,131 111,759 262,833 274,117 252,653

1) Europe is defined as the EU (27 member states), the United Kingdom, and the European Free Trade Association member states.

lar in its main markets including China, the United States and 
Europe. The following table sets forth Volvo Car Group’s revenue 
by geographical regions for the periods indicated:

end-customer’s point of view. However, Volvo Car Group’s sales 
volumes improved significantly in the second half of 2020 primarily 
due to a strong demand recovery in China, the United States and, to 
a certain extent, Europe. As a result of the strong second half of 
2020, sales volumes in China and the United States in 2020 
increased despite the volume losses from COVID-19 related meas-
ures and reduced demand in the first half of 2020. Strong market 
demand in Volvo Car Group’s main markets, especially in China, has 
been one of the key factors of Volvo Car Group’s recovery from the 
COVID-19 pandemic, and more generally one of the main drivers of 
Volvo Car Group’s growth over the past several years. During the 
first half of 2021, Volvo Car Group’s sales volumes remained strong 
across all of its main markets. 

Geographic mix and value chain optimisation
Volvo Car Group aims to apply and gradually implement the overall 
value chain principle to build cars where it sells and source compo-
nents where cars are built. Through this model of local sourcing, 
Volvo Car Group believes that, in certain locales, it is able to offset 
the slightly longer lead time on finished cars due to increasing 
global production than peers that cannot build and source locally. 
Volvo Car Group’s results of operations are affected by the mix of 
its sales in different regions. The profitability of Volvo Car Group’s 
various car models within different markets is impacted by a num-
ber of factors, including sales price, choice of powertrain, specifica-
tions of the car and cost of materials and components. As such, the 
cost of producing the same model may vary on the basis of the geo-
graphic location of the plant and different margins may be realised 
by the sale of the same model in different geographic markets. 
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The following table sets forth sales volumes by geography of Volvo Car Group for the periods indicated.

Product mix
Volvo Car Group’s results of operations may be affected by its prod-
uct mix, which in turn is influenced by the life cycle of Volvo Car 
Group’s products and its launch of new products (see “–Launch of 
new products and upgrade of existing products” below). Volvo Car 
Group’s offering comprises of (i) a portfolio of cars based on body 
types and model range, such as the V60 and the XC90, (ii) car 
related services Volvo Car Group offers to its customers, (iii) differ-
ent specifications, such as variations in powertrains, trims and 
accessories, of the same model provided to the customers with dif-
ferent tastes and financial profiles, and (iv) sale of technology, intel-
lectual property and engineering services provided to its partners 
and affiliates. A positive product mix usually consists of newer, 
larger or more expensive models, such as the XC90, or cars with 
higher specifications, which usually results in a higher margin for 
Volvo Car Group. Larger and more expensive cars such as the XC90 
typically are more costly to manufacture than smaller cars such as 
the XC40, but also tend to command higher price premiums. As a 
result, in a product mix that includes larger and more expensive cars 
such as SUVs, both revenue and cost of sales tend to increase and 
thus Volvo Car Group’s margin partly depends on the combined 
effect of these increases.

During 2018 and 2019, the demand for premium cars increased 
in Volvo Car Group’s main markets, China, the United States and 
Europe, and, as a result, Volvo Car Group’s product mix consisted of 
a greater proportion of larger, better equipped and more expensive 
cars, from which Volvo Car Group derived a higher margin. Volvo 
Car Group’s XC series models, which generally have higher profit 
margins than the majority of its S and V models, have been the main 
driving force behind the growth in Volvo Car Group’s revenue during 
the six months ended 30 June 2021 and 2020 and the financial 
years 2020, 2019 and 2018, respectively, especially in its main 
markets. Volvo Car Group’s XC models make up a significant pro-
portion of its sales volumes, accounting for 75.1 per cent, 68.3 per 
cent, 71.0 per cent, 63.2 per cent and 56.0 per cent, respectively, 
of its total sales volumes for the same periods. As Volvo Car Group 
gradually rolls out its upgraded XC series models into different mar-
kets and, especially with the localisation of the manufacturing of 
the XC series in China, it expects its margins to continue to increase 
through sales of the XC series.

Units

Six months ended 30 June Year ended 31 December

2021 2020 2020 2019 2018

China 95,252 65,741 166,617 154,961 130,593

United States 63,754 43,255 110,129 108,234 98,263

Europe 166,822 123,198 288,325 341,200 318,235

Other markets 54,929 37,768 96,642 101,057 95,162

Total 380,757 269,962 661,713 705,452 642,253

Despite the significant impact of the COVID-19 pandemic in the 
first half of 2020 on market demand, which resulted in a decrease 
in sales volumes, market demand for Volvo Car Group’s premium 
cars recovered in China, the United States and, to a certain extent, 
Europe in the second half of 2020 and, as a result, Volvo Car Group 
reported sales volumes growth in China and the United States for 
the full year 2020 (see “–Economic conditions and demand for pre-
mium cars” above). Volvo Car Group was able to realise higher mar-
gins in its product sales in China than in the other markets, partly 
due to a lower cost of sales in China, as it was able to manufacture 
its products from its plants in China and avoid the tariffs and ship-
ping costs that Volvo Car Group would otherwise incur if it were to 
manufacture such products in Europe and then ship them to China. 
In particular, Volvo Car Group has significantly increased its manu-
facturing and sales in the Chinese market due to the growing 
demand for premium cars in China.

Volvo Car Group plans to significantly ramp up production at the 
plant in Charleston, South Carolina, United States, in 2023, when 
the next generation large battery electric SUV is expected to be 
manufactured at the plant. As a result, Volvo Car Group will be able 
to further hedge foreign exchange risk by sourcing parts and com-
ponents from the United States and selling its cars to customers in 
the United States. By localising its manufacture and sale of cars, 
Volvo Car Group expects to reduce costs associated with foreign 
exchange risk, labour, tariffs and freight, and realise more profit 
from sales in the United States. For example, the current U.S. cus-
tom duty when a car is imported from China is approximately USD 
7,000 per car.

Furthermore, following the launch of Volvo Car Group’s first fully 
electric car, the XC40 Recharge in the autumn of 2020, Volvo Car 
Group started preparing its plants in Ghent, Belgium and Luqiao, 
China for the production of this model. In 2020, the share of PHEVs 
and fully electric cars as a percentage of total sales volumes more 
than doubled, and in Europe it reached over 30 per cent of total 
sales volumes. In January 2021, Volvo Car Group announced its 
intention of tripling electric car manufacturing capacity at its plant 
in Ghent, Belgium in order to meet the growing demand for its 
Recharge models in Europe. By aiming to localise its manufacturing 
capabilities, this will to some extent help Volvo Car Group lower its 
electric car production costs in Europe and it will also reduce costs 
associated with foreign exchange risk, labour, tariffs and freight for 
European sales. For Volvo Car Group’s control measures for other 
costs, see “–The ability to control costs, expenses and contract lia-
bilities” below.
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The following table sets forth Volvo Car Group’s sales volumes(1) by body type and model, respectively, for the periods indicated:

Launch of new products and upgrade of existing products
The introduction of new products has continued to drive Volvo Car 
Group’s revenue growth, because customers are often very inter-
ested in the latest available models; and the introduction of a new 
product provides the opportunity to adjust product prices to reflect 
increased costs or to factor in a pricing premium for Volvo Car 
Group’s new technologies. For example, Volvo Car Group launched 
the second generation XC60 in 2018. The product price of the sec-
ond generation XC60 was higher than that of the first generation 
XC60, reflecting the addition of more premium features, and the 
sales volumes of the XC60 have remained high since 2018. In addi-
tion, following the launch of the XC40, Volvo Car Group launched 
the XC40 Recharge, its first fully electric car, in the first half of 
2020, which has recorded high sales volumes in the markets where 
the model was launched and sales volumes of the XC40 series 
increased by 32.6 per cent in 2020, despite the impact of the 
COVID-19 pandemic. Volvo Car Group intends to introduce addi-
tional fully electric cars over the coming years, such as the C40 
Recharge, which was announced in March 2021 (production com-
menced in October 2021) to satisfy the increased customer 
demand for fully electric cars. This demand is expected to acceler-
ate further when fully electric cars become more affordable for cus-
tomers. Volvo Car Group expects its production costs to gradually 
decrease at the same time as its technology and battery technology 
more generally develops, which will contribute to Volvo Car Group’s 
future revenue and profit growth.

In connection with its most recent product portfolio renewal, 
Volvo Car Group made significant capital expenditures and invested 
significant resources. In order to meet its sales volumes ambitions, 
Volvo Car Group has invested heavily in car and powertrain design 
(including fully electric cars), engineering and manufacturing. 
Future model launches will also require substantial capital expendi-
tures. Large capital expenditures, such as research and develop-

Six months ended 30 June Year ended 31 December

Units 2021 2020 2020 2019 2018 

SUV (XC)

XC40 118,121 68,359 185,406 139,847 75,828

XC60 113,500 78,761 191,696 204,981 189,459

XC90 54,177 37,273 92,458 100,729 94,182

Sedans (S)

S60 26,359 20,458 52,251 42,795 40,499

S90 25,653 18,455 46,027 56,355 57,142

Estates (V)

V40(2) 26 2,352 3,394 51,542 77,587

V60 31,225 31,273 64,912 68,577 54,095

V90 11,696 12,386 25,569 40,621 53,461

Total 380,757 269,962 661,713 705,452 642,253

1) Sales volumes in this table represent retail sales volumes. Retail sales are sales to end customers (including a portion of cars used as customer loaner and demo 
cars) and is an industry standard measure to evaluate the demand from the end-customers.
2) Volvo Car Group started to phase out the V40 according to plan in late 2019.

ment spending, result in high costs as the associated assets amor-
tise and depreciate. Volvo Car Group’s ability to realise returns on 
these investments will depend in large part on customers’ accept-
ance of new and upgraded car offerings, as well as its ability to 
complete its launch schedule on the contemplated timeline.

The typical life cycle of a generation of a Volvo Car Group premium 
model lasts for approximately seven years. Currently, in general, 
around four years after the debut of a generation, it undergoes a 
mid-cycle upgrade where changes may be made to the appearance 
and interior design while retaining the basic vehicle architecture and 
styling. Volvo Car Group generally adjusts the suggested retail price 
after a mid-cycle upgrade and may realise higher revenue per unit 
sold and, depending on the extent and customer acceptance of the 
mid-cycle upgrade, may even achieve a higher segment share in 
terms of unit sales than prior to the mid-cycle upgrade. Through 
mid-cycle upgrades of a model, Volvo Car Group strives to maintain 
its competitiveness by maintaining or even increasing the selling 
price or the sales volumes of the model. For example, the sales vol-
ume of the XC90 increased by approximately 7 per cent in 2019, 
when Volvo Car Group made mid-cycle upgrades to the model. At 
the end of the life cycle of a generation, Volvo Car Group historically 
either introduces a new generation or phases out the model and 
replaces it with a new model. Volvo Car Group has completed its 
product portfolio renewal and it expects mid-cycle upgrades to most 
of its existing products in the coming years, and intends to announce 
a new product or new generation model every year. Volvo Car Group 
also expects its next generation large battery electric SUV to adopt 
the next generation fully electric vehicle architecture in 2023. In the 
future, instead of updating its products based on life cycles, Volvo Car 
Group intends to shift towards continuous upgrades and refinements, 
such as design-oriented and software upgrades, and only launch new 
products and new generation models when they are ready.
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Changes in sales and business models
Volvo Car Group’s results of operations may be affected by changes 
in vehicle sales and business models. In response to changing cus-
tomer demands and automotive trends, Volvo Car Group is evolving 
its sales and business model to embrace digitalisation and other 
opportunities to develop more direct relationships with its custom-
ers by transitioning to online sales and adopting new initiatives such 
as Care by Volvo and M – Volvo Car Mobility.

In order to meet the changing needs of how customers access 
goods and services, Volvo Car Group is implementing a fundamental 
shift in its entire sales model by embracing digitalisation, online 
sales and other opportunities in collaboration with its retail partners. 
For example, in order to mitigate the negative impact of the COVID-
19 pandemic on floor traffic in the showrooms of its retail partners, 
Volvo Car Group launched the Stay Home Store initiative to allow its 
customers to order new Volvo cars from their own home. One of the 
insights that Volvo Car Group gained from the Stay Home Store initi-
ative was the benefit to the business of reducing complexity in its 
online offering and making more cars available for quick delivery. 
The same adjustments will now be rolled out on a much broader 
scale, which aims to allow Volvo Car Group to offer many of its mod-
els on “instant” delivery with a shortened lead time. In addition, from 
2021, all of Volvo Car Group’s fully electric cars will be offered online 
only and all online sales offers will be enhanced to include insurance 
and service, for a nationally, pre-negotiated price where legally pos-
sible (see “Business description–Investment highlights–Direct cus-
tomer relations: go-to market model aligned with customer expecta-
tions”). Although making such changes will require considerable 
adjustments to its commercial and production operations, Volvo Car 
Group believes that it will allow the Group to better satisfy custom-
ers’ preferences, be more efficient, generate more revenue through 
creating longer-term relationships with its customers and save costs 
due to a more streamlined supply chain. Furthermore, Volvo Car 
Group intends to focus on cost optimisation instead of revenue opti-
misation during the transition, which the Group believes will yield 
mid- and long-term positive results. In addition, Volvo Car Group 
aims to achieve an improved cash conversion cycle, and this direct 
sales model potentially can lead to an increased cash conversion 
cycle by reducing inventory times and thus improving inventory 
management. 

The Care by Volvo subscription offering was launched in 2018 and 
represents a relatively new business area within Volvo Car Group 
that aims to capture an innovative, direct customer business. Care 
by Volvo aims to expand Volvo Car Group’s core business and is a 
subscription-based car access model that allows the customers to 
have a car simply by paying an all-inclusive prescribed monthly sub-
scription fee. Volvo Car Group has launched Care by Volvo in Ger-
many, the Netherlands, Norway, Sweden, the United Kingdom and 
the United States and intends to roll out Care by Volvo in other major 
European markets in the following years. In addition, M – Volvo Car 
Mobility, a mobility brand, has been launched in Stockholm, Gothen-
burg, Malmö and other cities in Sweden, and it offers customers in 
urban areas the opportunity to use a car for a shorter period of time, 
which also helps Volvo Car Group build direct relationships with its 
new customer groups. For additional information on Care by Volvo 
and M – Volvo Car Mobility, see “Business description–Commercial 
operations”. 

Volvo Car Group has implemented these new sales and business 
models in response to customer demands and expects these new 
services to drive Volvo Car Group’s further growth. Volvo Car Group 
anticipates that it will continue investing in its online sales channels 
and transforming to a direct customer business over time, which will 
further contribute to the growth in its sales volumes and revenue.

Competition and the ability to maintain or improve pricing
Volvo Car Group’s prices for identical models may differ from mar-
ket to market due to a number of factors, including the general mar-
ket conditions, local competition, local taxation and regulations, 
commercial strategy, production costs and exchange rates. For fur-
ther details about the geographic mix of Volvo Car Group’s prod-
ucts, see “–Geographic mix and value chain optimisation” above. 
Volvo Car Group currently undertakes annual or biannual price 
increases, subject to local market conditions and competition, and 
in the future, Volvo Car Group may decide to update its product 
prices on a more continuous basis. Generally, model age is a signifi-
cant factor impacting price, but price is also affected by inflation, 
product improvements, design and competitors’ pricing actions. In 
addition, Volvo Car Group may engage in sales promotion meas-
ures, such as price reductions, in certain markets to counter other 
competitors’ promotion measures. To the extent Volvo Car Group 
engages in sales promotions, it may achieve increases in sales vol-
umes but sales promotions would also put pressure on the price of 
new cars and may adversely impact its margins. 

As a global manufacturer of premium cars, Volvo Car Group is 
faced with increasing competition from other international automo-
bile brands, and it may face downward pressure on the sales prices 
of its products when competition intensifies. Volvo Car Group has 
been able to sustain its sales prices in general, even during eco-
nomic downturns, when competition tends to intensify as con-
sumption power may decrease substantially in the markets affected 
by worsening economic conditions.

In addition, in the global automotive industry, some manufactur-
ers historically offer marketing incentives on cars in an attempt to 
maintain and grow market shares. These incentives have included a 
combination of subsidised financing or subsidised leasing pro-
grammes, price rebates and other incentives. The impact of such 
incentives has historically been quite limited in the premium car 
segment, in which Volvo Car Group operates, as profitability of the 
premium car segment is higher in comparison. Furthermore, devel-
oped markets such as Europe and the United States already have 
high ownership rates and both car ownership and use of cars may 
be reaching their saturation point (see “Industry overview–Over-
view of the premium segment–Competitive landscape”). In order to 
compete effectively with its competitors and maintain or improve 
its pricing, Volvo Car Group has also introduced models to tap into a 
market for short-term use and alternative ownership of cars, where 
customers do not wish to own cars in conventional ways (see “Busi-
ness description–Commercial operations” and “–Changes in sales 
and business models” above), and undertaken major mid-cycle 
upgrades so that it can adjust its product price to reflect increased 
costs or to factor in pricing premium for its new technologies (see 
“–Launch of new products and upgrade of existing products” 
above).
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The ability to control costs, expenses and contract liabilities 
Volvo Car Group’s results of operations and profitability are affected 
by its ability to manage its various operating costs and expenses, of 
which material costs constitute the largest portion. Raw materials 
such as aluminium, steel, resin, non-ferrous metals, precious met-
als, rubber, petroleum products, copper, advanced plastics and 

other materials such as glass are used in most cars. The following 
table sets forth Volvo Car Group’s material costs (including freight, 
distribution and warranty), which is a variable cost for Volvo Car 
Group, as a percentage of revenue, cost of sales and total expenses, 
respectively, for the six months ended 30 June 2021 and 2020 and 
the financial years 2020, 2019 and 2018:

Six months ended 30 June Year ended 31 December

2021 2020 2020 2019 2018

Material costs (including freight, distribution and warranty)  
as a percentage of

Revenue 67.3 71.4 70.5 67.9 67.7

Cost of sales 85.5 84.5 85.5 83.8 84.1

Total amount of cost of sales, research and development 
expenses, selling expenses and administrative expenses(1) 72.6 71.4 73.4 71.5 71.3

1) Please also refer to “Note 3 – Expenses by Nature” on p. F-27 in “Historical financial information”.

An increase or decrease of 1 per cent in Volvo Car Group’s material 
costs (including freight, distribution and warranty), with all other 
factors held constant, would have resulted in a decrease or increase 
respectively, of MSEK 950 and MSEK 1,853 to its gross income 
for the six months ended 30 June 2021 and the financial year 
2020, respectively. 

The pricing of raw materials, parts and components is a signifi-
cant expense for Volvo Car Group. Any increases in input prices of 
raw materials, parts and components would increase its operating 
costs and could impact its profitability to the extent that such 
increases cannot be absorbed by the market through price 
increases as Volvo Car Group currently does not hedge its exposure 
to fluctuations in raw materials prices. Furthermore, increases in 
fuel prices or electricity used in manufacturing Volvo Car Group’s 
products may also negatively affect its operating costs. In addition, 
Volvo Car Group involves suppliers in the process of its car develop-
ment and production to manage costs. Volvo Car Group’s purchas-
ing team works closely with its research and development team and 
maintains long-standing relationships with a broad base of suppli-
ers across the world to maximise technical expertise and optimise 
costs. Volvo Car Group is in the process of implementing an overall 
value chain principle whereby, to the extent it is possible, Volvo Car 
Group will build where it sells and source where it builds in all 
aspects of production. The extent to which Volvo Car Group can 
reduce its costs, however, depends on the availability, quality and 
prices of the materials or alternative materials in local markets, 
which have an impact on its financial results. Volvo Car Group also 
relies on a broad and growing ecosystem of affiliated brands and 
companies to control its costs and expenses by sharing technology 
and thereby providing opportunities to leverage the combined pro-
duction scale across these brands to negotiate volume discounts. In 
addition, the partnership and collaboration between Volvo Car 
Group and Geely enables Volvo Car Group to realise cost savings 
during the procurement phase by leveraging both parties’ combined 
production scale to negotiate volume discounts with suppliers and, 
therefore, lower its cost base. As a result, the synergies created as a 
result of this collaboration have had an overall positive impact on 
Volvo Car Group’s financial results. See “Business description–
Investment highlights–Fastest transformer: unique structure, open 

to tech partnerships, distinct culture”. Volvo Car Group manages 
exchange rate risks by prioritising the sourcing of materials in the 
regions where its plants are located and from affiliated brands or 
companies. Volvo Car Group also seeks to manage its research and 
development costs by sharing the development costs with its affili-
ated companies. Furthermore, Volvo Car Group achieves econo-
mies of scale and increases its operating efficiency by producing 
different models with the same architecture on the same produc-
tion line across the ecosystem.

Prices of raw materials and commodities used in the manufac-
ture of cars, including steel, aluminium, copper, zinc, rubber, plati-
num, palladium and rhodium, have experienced periods of increased 
volatility in recent years. For example, prices of raw materials and 
commodities increased significantly in the second half of 2020. 
This increased volatility has been driven by, among other things, 
macroeconomic factors, supply and demand, geographical distribu-
tion of resources, political instability and regulatory restrictions, 
recyclability of resources and resources substitution potentials, as 
well as speculation in the trading of raw materials. In addition, the 
electrification of Volvo Car Group’s operations are dependent on 
supplies of lithium-ion batteries, cobalt and various other compo-
nents. Batteries have inherent drawbacks in supply due to their use 
of rare earth elements, and depleting raw materials and metals such 
as lithium and cobalt may present supply chain bottlenecks in the 
future. A lack of sufficient supply of electric vehicle components, 
such as battery cells, and the consolidation of major battery suppli-
ers may have an impact on Volvo Car Group’s material costs, which 
in turn may have an impact on its financial results. 

In general, Volvo Car Group’s cost of sales can be impacted by 
macroeconomic factors. For example, due to the recent trade dis-
putes between the United States and China, Volvo Car Group’s cost 
of sales, and consequently its profitability, were adversely affected 
in 2018 and, to a lesser extent, in 2019 in relation to its products 
exported to the United States from China. Since then, Volvo Car 
Group has mitigated the impact of the additional tariffs by changing 
the destination of its finished cars, for example, exporting more cars 
from Europe, instead of China, to the United States. In addition, 
Volvo Car Group completed construction of its plant in Charleston, 
South Carolina, the United States, in the first half of 2018 and plans 
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to ramp up production in 2023, which is expected to reduce Volvo 
Car Group’s costs associated with tariffs and freight for cars sold in 
the United States. Volvo Car Group also expects the impact on the 
Group of the recent trade disputes between the United States and 
China to be offset when the next generations of cars are intro-
duced. In addition, Volvo Car Group’s ongoing transformation and 
cost reduction efforts were accelerated as a result of the impact of 
the COVID-19 pandemic. Volvo Car Group adopted a series of cost 
reduction programmes in 2020, which aimed to reduce mainly 
material costs through sourcing and negotiations with Volvo Car 
Group’s suppliers, the labour and overhead cost per car, costs 
related to advertising and sales promotion, other selling expenses 
and research and development expenses. In addition, in April 2020, 
Volvo Car Group announced plans to reduce 1,300 positions includ-
ing consultants in its Swedish operations as part of realigning the 
operations and long-term ambitions for competence shift and 
structural cost reductions. The structural transformation resulted in 
650 employees leaving Volvo Car Group. As a result of the various 
cost reduction programmes, Volvo Car Group’s total cost per car 
decreased.

In Volvo Car Group’s ordinary course of business, it incurs con-
tract liabilities. Contract liabilities are obligations related to con-
tracts with customers, including goods or services contracts where 
Volvo Car Group has an obligation to transfer goods or services to 
the customer for which it has received consideration (or for which 
an amount of consideration is due) or where it has transferred 
goods or services to the customer but a sales generated obligation 
is yet to be paid out or settled. Volvo Car Group’s contract liabilities 
include primarily liabilities for repurchasing cars from rental compa-
nies where the relevant leases carry a repurchase obligation. In such 
leases, Volvo Car Group receives cash upfront but revenue is recog-
nised over time as a lease income. Other contract liabilities include 
dealer discounts or other incentives to be paid pursuant to the rele-
vant dealership agreements. The amount of contract liabilities thus 
have a direct impact on Volvo Car Group’s financial results.

Foreign currency rates fluctuation
With sales in more than 100 countries, Volvo Car Group generates 
a significant portion of its revenue and incurs expenses, including 
production costs and the cost of raw materials, in currencies other 
than SEK, such as CNY, EUR, USD, GBP and JPY, which exposes 
Volvo Car Group’s results of operations to fluctuations in foreign 
currency exchange rates. For example, as a significant amount of 
Volvo Car Group’s revenue is generated from the markets outside of 
Europe, a weakening EUR or SEK against USD tends to have a pos-
itive effect on its revenue which is reported in SEK. On the other 
hand, a significant amount of cost of sales of Volvo Car Group 
related to purchases in Europe outside of Sweden, and a weakening 
SEK against EUR tends to result in an increase in cost of sales.

Significant exchange rate movements of the CNY, EUR, USD, 
GBP and JPY, as compared to SEK, were observable during the six 
months ended 30 June 2021 and the financial years 2020, 2019 
and 2018 and such exchange rate movements, for example, the 
strengthening of SEK against USD in 2020, had an impact on 
Volvo Car Group’s results of operations. In 2020, Volvo Car Group’s 
foreign exchange rate had a negative impact on operating assets 
and liabilities, which amounted to MSEK 1,010, as compared to a 

positive impact of MSEK 537 in 2019. The foreign exchange rate 
effect in cost of sales amounted to MSEK 2,201 in 2020, as com-
pared to MSEK 8,164 in 2019. The net effect of foreign exchange 
rate in operating income (EBIT) was negative and amounted to 
MSEK 4,970 in 2020, as compared to a negative net effect of 
MSEK 125 in 2019. 

The following table shows the distribution of Volvo Car Group’s 
currency inflow and outflow for the six months ended 30 June 
2021 and 2020, respectively.

Six months ended 
30 June 2021

Year ended  
31 December 2020

Inflow1) Outflow2) Inflow Outflow

CNY 26% 25% 27% 27%

EUR 23% 51% 25% 48%

GBP 6% 1% 7% 1%

JPY 3% 7% 3% 8%

USD 20% 10% 19% 11%

Other 22% 6% 19% 5%

1) Inflow of foreign currencies refers to receipt of cash denominated in curren-
cies other than SEK, typically from sales of goods and provision of services to 
customers.
2) Outflow of foreign currencies refers to payment of cash denominated in cur-
rencies other than SEK to suppliers, contractors or other third parties, typically 
for purchase of raw materials, parts, components and services.

Volvo Car Group aims to reduce its foreign currency risk through 
“natural hedging”, such as by incurring expenses or generating reve-
nue in the same currency, based on operational procedures such as 
establishing plants in regions where a high percentage of sales are 
generated, for example in Europe, China and the United States, and 
sourcing parts and components locally to plants in the same currency 
areas in which sales are generated. The purpose of such operational 
procedures is to match costs and revenue in the same currency to a 
certain extent, thereby reducing foreign currency transaction as well 
as translation risk. Volvo Car Group forecasts that its net transaction 
exposure for the next twelve months following 30 June 2021 will 
amount to approximately SEK 165 billion (or equivalent). As a result 
of its natural hedging activities, Volvo Car Group believes that its 
level of net transaction exposure will remain stable in the upcoming 
years despite expected sales and revenue growth. 

As a result of having outstanding indebtedness denominated in 
currencies other than SEK, Volvo Car Group’s reported indebted-
ness is also subject to currency-related fluctuations when translated 
into SEK in the consolidated financial statements. For a more 
detailed description of Volvo Car Group’s currency risk management, 
please refer to “Note 20 – Financial Risks and Financial Instru-
ments” on page F-50–F-61 in “Historical financial information”. 

As Volvo Car Group has both operational liabilities and assets, 
such as accounts payable, accounts receivable and inventory, and 
financial liabilities and assets, such as bonds and bank loans, in for-
eign currencies, exchange rate fluctuations have an impact on its 
financial position. Typically, a stronger EUR against SEK has a nega-
tive effect, due to higher outflow than inflow, and a stronger USD 
against SEK has a positive effect, due to higher inflow than outflow, 
on the revaluation results of these balance sheet items. However, 
the combined effects may vary over time depending on the balances 
of these items and the relative rates of different currencies.
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Seasonality
Volvo Car Group has historically experienced seasonal fluctuations 
in sales volumes, which tend to be lower in the first and third quar-
ters of the year, not unlike seasonality faced by other major global 
OEMs, although the reasons for fluctuations vary between different 
markets. For example, Volvo Car Group’s sales volumes are affected 
by the timing for the registration of vehicles in certain markets, 
which has an impact on the resale value of vehicles after registra-
tion, and are also affected by model year changes in some other 
markets. Sales volumes typically increase during the period when 
the registration of vehicles occurs or when new models are rolled 
out. Lower sales volumes in the first quarter are also attributable to 
the lunar new year in China and similar festivals in several other 
Asian countries. Furthermore, most markets tend to be impacted by 
the summer holidays, which results in lower demand in the third 
quarter of the year, as a large number of people in Europe and the 
United States take vacations in July and August. Volvo Car Group’s 
sales volumes are typically the highest in the fourth quarter of the 
year, due to customers’ desire to make large purchases towards the 
end of the year and also partly because new tax laws in some juris-
dictions often take effect in January and customers will choose to 
make purchases in the last quarter of the preceding year in order to 
minimise any tax impacts. The seasonal fluctuations described 
above tend to reduce Volvo Car Group’s profitability and margins in 
the first quarter of the year because its costs and expenses, in par-
ticular its fixed costs, such as amortisation and depreciation 
expenses related to production, selling expenses, administrative 
expenses and research and development spending, do not decrease 
due to Volvo Car Group’s lower production and sales volumes in the 
first quarter. Seasonality further has an effect on Volvo Car Group’s 
working capital, which often changes in line with the fluctuations of 
Volvo Car Group’s production and sales volumes during the year.

Government regulations and support
Volvo Car Group’s business is subject to extensive government regula-
tions, which often differ by country and region. Governmental regula-
tions have arisen, and proposals for additional regulations are 
advanced, primarily out of concern for the environment and concerns 
about the possibility of global climate change and its impact, vehicle 
safety and energy independence. Laws in various jurisdictions regu-
late the emission levels, fuel economy, noise, and safety of vehicles, as 
well as the levels of pollutants generated by the plants that produce 
them. The cost of complying with these regulations can be significant, 
and additional requirements under future laws and regulations may 
adversely affect Volvo Car Group’s results of operations and financial 
condition. For more information, see “Business description–Regula-
tory overview”. In addition, changes in corporate and other taxation 
policies, changes in export and import policies, and restrictions or 
incentives given by various governments on tariff policies could also 
affect Volvo Car Group’s results of operations and financial condition.

Volvo Car Group has benefitted from monetary and policy support 
from various governments. It has received and continues to receive 
grants from different governments, including the Swedish, U.S.,  
Chinese and Belgian governments as well as from the EU. Some 
grants received were for the production of new models and the 
upgrade of manufacturing plants, which reduced the carrying 
amount of the related machinery and equipment. For the six months 
ended 30 June 2021 and 2020 and the financial years 2020, 2019 
and 2018, Volvo Car Group recognised government grants in the 
amount of MSEK 194, MSEK 1,330, MSEK 1,811, MSEK 741 and 
MSEK 2,243, respectively. In 2020, the government grants Volvo 
Car Group recognised were mainly related to the COVID-19 pan-
demic in the form of support for furloughed employees in Sweden 
and tax subsidies in China. In the first quarter of 2020, Volvo Car 
Group also received non-monetary support in China, mainly in the 
form of rent-free office and factory premises, and in the United 
States in the form of rent-free lands and reduced lease fees related to 
office premises and manufacturing sites. Any loss or decrease in gov-
ernment grants or policy support from these governments may 
adversely affect Volvo Car Group’s results of operations and financial 
condition.

Current trading
First half year 2021
During the first half of 2021, Volvo Car Group continued its strong 
growth despite the industry-wide global semiconductor shortage. 
The Group also demonstrated underlying resilience during that 
period. All regions reported solid growth and increased market 
shares.2 The sales mix strengthened, with an increasing share of 
SUVs during this period. Sales volumes for the first half of 2021 
rebounded compared to the COVID-19 pandemic affected first half 
of 2020, but Volvo Car Group also saw strong growth compared to 
2019, a more relevant comparison without the pandemic disruption. 

Revenues grew profitably underpinned by strong demand and 
strong product mix and price realisation. Volvo Car Group’s revenue 
was SEK 141 billion with an operating income (EBIT) of SEK 13.2 
billion for the six months ended 30 June 2021, which was the best-
ever six-month financial results for Volvo Car Group. The subscrip-
tion offering, Care by Volvo, had a fivefold increase in the first six 
months of 2021 compared to the same period 2020 to over 10,000 
active subscriptions.

As part of Volvo Car Group’s transformation towards full electrifi-
cation, Volvo Car Group launched its second fully electric model , 
the C40 Recharge, during the first half of 2021. This car, as with all 
of the Group’s fully electric models, will be available exclusively 
through volvocars.com, where legally possible. Around 25 per cent 
of global sales was comprised of chargeable cars, which bolsters 
Volvo Car Group’s aim to be the fastest transforming company in 
the automotive industry.

2) Source: LMCA Global Hybrid & Electric Vehicle Forecast, Q3 2021 edition.
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Third quarter of 2021 and first nine months 2021
The financial information below as of and for the three months 
ended 30 September 2021 and 2020, the nine months ended 30 
September 2021 and 2020, respectively, has been derived from 
Volvo Car Group’s internal management accounts. This information 

has not been audited or reviewed by the Company’s auditor. For 
additional information, including definitions and reconciliation of 
non-IFRS measures, please refer to “Presentation of financial and 
other information–Financial information” and “Selected historical 
financial information–Key operating metrics”.

For the three months  
ended 30 September

For the nine months  
ended 30 September

MSEK (unless otherwise stated) 2021 2020 2021 2020

Retail sales, units3) 149,892 181,166 530,649 451,128

Revenue1) 60,838 65,763 201,969 177,522

Research and development expenses1) -2,689 -3,299 -9,837 -9,277

Operating income (EBIT) 2) 3,329 4,568 16,567 3,579

Net income1) 2,292 3,320 11,919 2,149

Basic earnings per share, SEK1) 43.10 54,30 206.74 18.29

EBITDA2) 6,937 8,217 27,855 15,036

Cash flow from operating activities1) -2,590 15,556 -1,544 12,083

Cash flow from investing activities1) -6,637 -5,315 -14,582 -14,645

Net cash 2) 4) 12,076 21,357 12,076 21,357

Gross margin, % 2) 22.6 19.5 21.7 17.0

EBIT margin, % 2) 5.5 6.9 8.2 2.0

EBITDA margin, % 2) 11.4 12.5 13.8 8.5

Return on invested capital, ROIC, % 2) 18.1 8.1 18.1 8.1

1) IFRS measure.
2) Non-IFRS measure (alternative performance measure).
3) Non-financial operating metric.
4) Net cash does not include the undrawn multicurrency sustainability-linked revolving credit facility of EUR 1.3 billion.

The third quarter of 2021
During the third quarter of 2021, Volvo Car Group continued to see 
strong underlying demand and order intake. Demand could not be 
met as an already strained supply chain situation worsened due to a 
COVID-19 pandemic outbreak that caused shutdowns among sup-
pliers in Southeast Asia. The outbreak aggravated the semiconduc-
tor shortage and led to temporary production halts in Volvo Car 
Group’s plants in Sweden, Belgium, China and the United States. 
Production was approximately 50,000 cars lower in the third quar-
ter of 2021 compared to the same period 2020, corresponding to a 
decrease of 31 per cent. The suppliers in Southeast Asia have 
resumed production, and the situation has since then been improv-
ing, but the overall supply chain remains strained.

Impact on retail sales volume was partly mitigated by improved 
stock management, and total retail sales for the third quarter of 
2021 was down 17.3 per cent compared to the strong correspond-
ing period 2020, totalling 149,892 (181,166) units. Demand of the 
recharge line-up continued to be strong and accounted for 26 (17) 
per cent of volumes for the third quarter of 2021. The subscription 
offering Care by Volvo showed strong growth, and there were 
almost 14,000 active subscriptions at the end of the quarter.

During the third quarter of 2021, revenue was SEK 61 (66) bil-
lion. The gross margin was strong, supported by strong price reali-
sation as well as positive mix-effects, and amounted to 22.6 (19.5) 
per cent. Operating income (EBIT) was SEK 3.3 billion (4.6), result-
ing in an EBIT margin of 5.5 (6.9) per cent. Operating income 
(EBIT) for the third quarter of 2021 was impacted by the lower vol-
umes, but also positively affected by repayments of import duties 
through an offset against exported cars, as well as from positive 

development of residual values and warranty provisions and a posi-
tive exchange rate effect including hedges. These positive effects 
were partly offset by increased raw material prices. R&D expenses 
decreased during the period due to time-phasing of projects leading 
to a higher degree of capitalisation.

As Volvo Car Group’s production was halted, the Group experi-
ences a time-phasing effect where the operating cash flow was 
weakened in the third quarter of 2021 but is expected to strengthen 
in the fourth quarter of 2021.

The nine months ended 30 September 2021
Volvo Car Group delivered strong retail sales volumes, up 
18 per cent from 451,128 cars for the nine months ended 
30  September 2020 to 530,649 cars for the nine months ended 
30 September 2021. Underlying demand continued to be strong 
while sales were negatively impacted by the industry-wide global 
semiconductor shortage and, at the end of the period, supplier 
shutdowns due to a COVID-19 pandemic outbreak in Southeast 
Asia led to production halts impacting Volvo Car Group’s plants in 
Sweden, Belgium, China and the United States.

Revenue for the nine months ended 30 September 2021, 
increased by 14 per cent to SEK 202 billion compared to SEK 178 
billion for the nine months ended 30 September 2020. Demand for 
the recharge line-up was strong and accounted for 24.9 per cent of 
volumes for the nine months ended 30 September 2021. Gross 
margin was 21.7 per cent compared to 17.0 per cent for the nine 
months ended 30 September 2020, an improvement underpinned 
by revenue growth, strong pricing and positive product mix reflect-
ing an increasing share of SUV and Recharge models. 
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Operating income (EBIT) increased from SEK 3.6 billion for the 
nine months ended 30 September 2020 to SEK 16.6 billion for the 
nine months ended 30 September 2021. The EBIT margin was 
8.2 per cent for the nine months ended 30 September 2021 com-
pared to 2.0 per cent during the nine months ended 30 September 
2020. Operating income (EBIT) also improved significantly com-
pared to SEK 9.0 billion for the nine months ended 30 September 
2019, according to Volvo Car Group a more relevant comparison 
without the pandemic disruption. The improved EBIT margin was 
driven by a strong growth in sales volumes, favourable product mix, 
cost reduction effects and positive impact from items affecting 
comparability, mainly from a dividend from Zenuity and a private 
placement in Polestar during the first half of 2021. The positive 
effects were partly offset by the net effect of foreign exchange 
rates including hedges.

Prospects
During 2021, the automotive industry has been affected by the 
global semiconductor shortage, which has resulted in a significant 
production loss for the industry as well as for Volvo Car Group.3 

Volvo Car Group expects the situation related to semiconductor 
shortage in the fourth quarter of 2021 to still create supply chal-
lenges for the industry and for the Group. As a result of the short-
age, in combination with COVID-19 lockdowns, Volvo Car Group 
has been forced to suspend production despite mitigating activi-
ties, resulting in global production losses. Even though signs of 
improvement have been seen when the lockdowns have ceased, 
Volvo Car Group expects the semiconductor situation for the rest of 
2021 to be challenging but continuously improved. 

Volvo Car Group has defined a short-term and medium to long-
term strategy with the intention to further decrease its risk expo-
sure over time, and with the aim to create an even more resilient 
supply chain for semiconductors and other critical components. In 
the short-term, Volvo Car Group has set up a task force working 
closely with suppliers, distributors, and semiconductor manufactur-
ers to seek to mitigate the situation. The task force is also validating 
alternative components to create flexibility and resilience. In the 
medium to long-term, Volvo Car Group is working to reduce its risk 
exposure with the use of the new electric core compute architec-
ture, rendering in the use of fewer electrical control units. In addi-
tion, Volvo Car Group works with supplier setups with dual manu-
facturing sites, and aims for intensified direct relationships with 
semiconductor companies. The Group is also working to restructure 
its car supply chain system, aiming for lower inventory levels and 
increased flexibility between end markets.

On a full-year basis, Volvo Car Group, in line with full year out-
look, anticipates continued growth in its sales volume and revenue 
in 2021 compared to 2020. Volvo Car Group has especially under 

3) Source: IHS Markit Automotive Semiconductor Issue, 20 September 2021.

the first half year 2021 benefitted from a strong product offering 
and further increases in online sales. Assuming market conditions 
continue to normalise the Group expects growth in sales volumes 
to resume in the fourth quarter of 2021 as compared to the volumes 
in the third quarter of 2021, and the Group also expects demand 
growth and continued cost management, are anticipated  to 
improve profitability on a full-year basis to pre-pandemic levels (see 
also “–Profit forecast” below).

With ongoing investments in new technologies and new prod-
ucts, Volvo Car Group foresees a similar level of capital expenditure 
for 2021 as in 2020. Cash flow from operating and ordinary invest-
ing activities are expected to remain strong following normal sea-
sonality, while there will be a negative impact on cash-flows related 
to corporate transactions carried out during the year (see “–Corpo-
rate transactions–2021” for further information). Volvo Car Group 
also expects a continued reduction in overall CO2 emissions per car, 
in line with the Group’s ambition to reduce CO2 emissions by 40 per 
cent by 2025.

On 27 September 2021, Volvo Car Group’s strategic affiliate 
Polestar announced that it had entered into a business combination 
agreement with Gores Guggenheim, a special purpose acquisition 
company (SPAC) whose securities are listed on Nasdaq New York. 
According to the announcement, following completion of the busi-
ness combination, Polestar UK (then being the new parent com-
pany of the Polestar group) is expected to be listed on Nasdaq New 
York in the first half of 2022. Under the business combination 
agreement, Polestar is expected to have a post-de-SPAC implied 
enterprise value of USD 20 billion (SEK 175.2 billion) and an 
implied equity value4 of USD 21.3 billion (SEK 186.6 billion). The 
Group’s mid-decade ambitions (see “Business description–
Mid-decade ambitions”) underlines Volvo Car Group’s commitment 
to electrification, sustainability, safety, technology leadership and 
strong customer relations. Volvo Car Group believes that these fac-
tors are strong growth drivers in the future, as the Group aspires to 
be the fastest transformer in the industry.

Profit forecast
Volvo Car Group’s interim report for the full year 2020 contains an 
outlook for the full year 2021 compared to 2020 – which was reit-
erated in the interim report for the first six months 2021 – that con-
tains the following statement:

“ We anticipate continued growth in sales volume and revenue,  
as we benefit from a strong product offering and further 
increases in online sales. Assuming market conditions continue to 
normalise, this growth, as well as continued cost management, 
are anticipated to improve profitability to pre-pandemic levels.”

The above statement is deemed to constitute a profit forecast 
under Article 1 d) of the Commission delegated regulation (EU) 
2019/980.

4) The equity value corresponds to the enterprise value plus net cash. Net cash 
is depending on the potential level of redemption in the de-SPAC process. For 
additional information, please refer to “Business description–Strategic affili-
ates and strategic investments–Polestar – Progressive electric performance 
brand–History and ownership structure of Polestar”.
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Material accounting principles
The profit forecast has been compiled and prepared on a basis 
which is comparable with Volvo Car Group’s historical financial 
information and consistent with the accounting policies applied by 
the Group. See “–Critical accounting estimates and judgments” 
below.

Assumptions upon which the forecast is based
Below are the main assumptions upon which the forecast is based 
described.

Assumptions which Volvo Car Group can influence
• That Volvo Car Group succeeds in maintaining its current market 

position within its core markets, Europe, China and the United 
States.

• That product mixes, pricing and discount levels develop as 
planned.

• That no unforeseen production disturbances occur.
• That no unforeseen quality problems occur.
• That none of Volvo Car Group’s most important cost items unex-

pectedly increases in a material way.

Assumptions which are outside Volvo Car Group’s influence
• That the underlying market and macro-economic environment 

continues to demonstrate a favourable climate.
• That any prolonged or worsened situation as a consequence of 

the COVID-19 pandemic does not lead to closed down societies, 
adversely affecting supply chains or customers’ demand and pur-
chasing power. 

• That the industry-wide semiconductor shortage or other short-
ages, related to, for example, freight capacity and raw material, 
does gradually improve from the prevalent situation during the 
third quarter of 2021.

• That prices of raw material does not significantly move in an 
unfavourable direction.

• That no significant adverse changes of foreign exchange rate 
occur.

• That no regulatory or political factors change in a material way 
and thereby impede Volvo Car Group’s operations.

Significant changes since 30 June 2021
On 28 July 2021, Snita Holding B.V. (which is wholly-owned by 
Volvo Car Group) acquired a smaller part of PSD Investment Ltd’s 
(which is owned by the Chairperson of the Board) shares in Polestar 
Holding. The purchase price totalled MUSD 239 (MSEK 2,095) 
(see “Business description–Strategic affiliates and strategic invest-
ments–Polestar – Progressive electric performance brand–History 
and ownership structure of Polestar”).

On 27 September 2021, Volvo Car Group’s strategic affiliate 
Polestar announced that it had entered into a business combination 
agreement with Gores Guggenheim, a special purpose acquisition 
company (SPAC) whose securities are listed on Nasdaq New York 
(see “Business description–Strategic affiliates and strategic invest-
ments–Polestar – Progressive electric performance brand–History 
and ownership structure of Polestar”).

Pursuant to an authorisation from an Extraordinary General Meet-
ing in the Company held on 17 October 2021, the Company’s Board 
of Directors intends to resolve to increase the company’s share  
capital through a new issue of common shares of class B on 27 
October 2021 in order to complete the Offering (see “Shares and 
share capital–Share capital structure amendments in connection 
with the Offering, etc.–The New Issue of common shares of class B 
as part of the Offering”).

Other than as set out above, no significant changes in Volvo Car 
Group’s financial performance or financial position have occurred 
since 30 June 2021.

Description of key income statement line items
A brief description of the composition of the key line items of Volvo 
Car Group’s consolidated income statement is set forth below:

Revenue. Revenue is defined as the sales price for goods or ser-
vices, net of variable considerations, (for instance, discounts and 
variable marketing expenses). Revenue is recognised when the cus-
tomer obtains control of the delivered goods or services, and thus 
has the ability to direct the use and obtain the benefits from the 
goods or services. 

Cost of sales. Cost of sales includes material cost (including freight, 
distribution and warranty), labour costs, amortisation and deprecia-
tion of production related assets and other overhead and fixed man-
ufacturing costs. 

Gross income. Gross income is revenue minus cost of sales.

Research and development expenses. Research and development 
expenses include product development expenses in support of 
Volvo Car Group’s product strategy, including expenses relating to 
electrification, connectivity and new models, and amortisation of 
such expenses.

Selling expenses. Selling expenses include advertising and sales 
promotion costs, all costs relating to subsidiaries through which 
Volvo Car Group sells cars, consultancy fees paid to its external 
consultants related to sales of products or services, IT related 
costs, leasing expenses, salaries paid to production line workers, 
utilities, amortisation and depreciation of selling expenses and 
other costs related to selling costs.

Administrative expenses. Administrative expenses include salary 
costs paid to administrative staff, utilities, consultancy fees paid to 
external consultants related to administrative functions, amortisa-
tion and depreciation of administrative assets, IT related costs, 
security costs, and other costs related to support units within the 
Group and legal costs, including trademark costs.

Other operating income. Other operating income includes income 
associated with foreign exchange rate gains, sold services (or ser-
vices provided mainly to related parties), certain government grants 
and other miscellaneous operating income.
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Other operating expenses. Other operating expenses include amor-
tisation and depreciation of certain intangible and tangible assets 
such as trademarks and dealer network, royalty, property tax and 
other miscellaneous operating expenses.

Share of income in joint ventures and associates. Share of income in 
joint ventures and associates includes income associated with 
Volvo Car Group’s shares in certain joint ventures, affiliates and 
associates, including shares in V2 Plug-In Hybrid Vehicle Partner-
ship HB (which was dissolved in December 2020, and whose oper-
ations were transferred to Volvo Car Group), Volvofinans Bank AB, 
Zenuity AB, Luminar, Lynk & Co Investment Co., Ltd, and Polestar 
Automotive Holding Limited, among others. Prior to September 
2020, the Polestar operations were conducted by Polestar Auto-
motive (Shanghai) Co., Ltd. Share of income in Polestar was classi-
fied as income in joint ventures and associates in the third quarter 
of 2018 after deconsolidation of the entity from Volvo Car Group. 
Thus, share of income in joint ventures and associates in relation to 
Polestar was recognised for only part of 2018. Following comple-
tion of the announced business combination with Gores Guggen-
heim, in the first half of 2022, the Polestar operations will be con-
ducted by Polestar UK and share of income in Polestar UK will be 
reported under this line item. 

Operating income (EBIT): Operating income measures the profit 
Volvo Car Group generates from its operation. Operating income is 
synonymous with EBIT, which represents earnings before interest 
and taxes. 

Financial income. Financial income includes income associated 
with net foreign exchange rate gains with respect to financing activ-
ities and interest income on bank deposits and positive fair value 
adjustments on financial investments.

Financial expenses. Financial expenses include expenses associ-
ated with interest expenses on loans and bonds, interest expenses 
related to the provision for post-employment benefits, expenses for 
credit facilities, net foreign exchange rate losses with respect to 
financing activities, other interest and financial expenses and nega-
tive fair value adjustments on financial investment.

Income tax. Income tax includes current income taxes for the given 
period, current income taxes for previous periods, deferred taxes 
and other taxes such as withholding tax.

Results of operations
The following table sets forth a summary of Volvo Car Group’s 
 consolidated income statement for the periods indicated:

Six months ended 30 June Year ended 31 December

MSEK 2021 2020 2020 2019 2018

Revenue 141,131 111,759 262,833 274,117 252,653

Cost of sales -111,020 -94,480 -216,813 -222,047 -203,322

Gross income 30,111 17,279 46,020 52,070 49,331

Research and development expenses1) -7,148 -5,978 -11,362 -11,446 -10,903

Selling expenses -8,970 -7,057 -15,710 -17,287 -17,371

Administrative expenses -3,612 -4,231 -8,539 -9,489 -8,001

Other operating income 1,875 1,253 2,362 3,868 3,386

Other operating expenses -1,014 -1,467 -3,903 -3,245 -2,324

Share of income in joint ventures and associates 1,996 -788 -352 -168 67

Operating income (EBIT) 13,238 -989 8,516 14,303 14,185

Financial income 385 387 2,618 575 407

Financial expenses -1,646 -715 -1,588 -1,710 -1,675

Income before tax 11,977 -1,317 9,546 13,168 12,917

Income tax -2,350 146 -1,758 -3,565 -3,136

Net income / (loss) 9,627 -1,171 7,788 9,603 9,781

1) Reclassification of research and development expenses to cost of sales amounted to MSEK 1,195 in 2018. The amortisation expenses decreased by MSEK 666 in 
2020, due to certain extended cycle plans and thus longer depreciation periods, leading to a higher asset value.

Results of operations for the six months ended 30 June 2021 
compared with the six months ended 30 June 2020
Revenue
Revenue for the six months ended 30 June 2021 increased by 
26.3 per cent to MSEK 141,131 from MSEK 111,759 for the six 
months ended 30 June 2020, primarily as a result of increased 
sales volumes and increased revenue from sales of rentals, used 

cars, parts and accessories. Increased sales volumes were also 
driven by a positive product mix, which continued to be strong, with 
an increasing share of XC and Recharge models. The increase in 
revenue was partly offset by a negative foreign exchange rate effect 
(including hedges) of MSEK 8,990, with USD being the primarily 
impacted currency.
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The following table sets forth Volvo Car Group’s revenue by category 
for the six months ended 30 June 2021 as compared to the six months 
30 June 2020:

Six months ended 30 June

MSEK 2021 2020

Sale of products and related goods 
and services 128,436 101,946

Sale of used cars(1) 9,501 6,785

Revenue from subscription, leasing 
and rental business(2) 1,518 1,426

Sale of licences(3) 756 1,000

Other revenue(4) 920 602

Total 141,131 111,759

1) Revenue from sale of used cars includes income from sale of used cars, 
which include primarily the cars repurchased or received from car rental compa-
nies, the corporations that lease cars for corporate use, or the individuals that 
lease cars for personal use.
2) Revenue from subscription, leasing and rental business includes, for exam-
ple, income generated from Care by Volvo subscription contracts and M – Volvo 
Car Mobility.
3) Revenue from sale of licences includes income generated from Volvo Car 
Group’s sale of its proprietary intellectual property, licenses and other technol-
ogy it developed to related or third parties.
4) Other revenue includes income generated from miscellaneous products or 
services, the largest part of which is VCFS.

Wholesale volumes for the six months ended 30 June 2021 
increased by 28.4 per cent to 356,893 units from 277,999 units 
for the six months ended 30 June 2020. Wholesale refers to new 
car sales from Volvo Car Group to dealers and other customers 
including rental companies. Volvo Car Group sells its products 
wholesale to dealers, rental companies and other corporate cus-
tomers and has not historically sold its products to individual cus-
tomers. The increase in wholesale volumes in the first half of 2021 
was primarily due to the recovery from the COVID-19 pandemic, 
where Volvo Car Group’s main markets, Europe, China and the 
United States all reported growth for this period, as compared to 
the first half of 2020.

Cost of sales
Cost of sales for the six months ended 30 June 2021 increased by 
17.5 per cent to MSEK 111,020 from MSEK 94,480 for the six 
months ended 30 June 2020, primarily as a result of higher pro-
duction volumes following strong demand for XC and Recharge 
models. In addition, the foreign exchange rate effect (including 
hedges) had a positive effect on cost of sales which amounted to 
MSEK 5,689, with EUR being the primarily impacted currency. The 
increase was partly offset by the reduced material cost per car due 
to Volvo Car Group’s continued focus on cost reductions, despite 
the general increase in raw material prices.

The following table sets forth Volvo Car Group’s expenses by 
nature for the six months ended 30 June 2021 as compared to the 
six months ended 30 June 2020:

January–June

MSEK 2021 2020

Material cost including freight,  
distribution and warranty(1) 94,993 79,810

Personnel 19,081 16,598

Amortisation/depreciation 7,680 7,808

Other 8,996 7,530

Total 130,750 111,746

1) For the six months ended 30 June 2021, material cost including freight, dis-
tribution and warranty accounted for 67.3 per cent of Volvo Car Group’s reve-
nue, 85.5 per cent of cost of sales and 72.6 per cent of Volvo Car Group’s total 
amount of cost of sales, research and development expenses, selling expenses 
and administrative expenses for the same periods, respectively.

Gross income
Gross income for the six months ended 30 June 2021 increased by 
74.3 per cent to MSEK 30,111 from MSEK 17,279 for the six 
months ended 30 June 2020, primarily as a result of higher sales 
volumes.

Research and development expenses
Research and development expenses for the six months ended 
30 June 2021 increased by 19.6 per cent to MSEK 7,148 from 
MSEK 5,978 for the six months ended 30 June 2020, primarily as 
a  result of Volvo Car Group’s increased investment in new technol-
ogy, such as electrification, connectivity, as well as new car models. 
The increase was also partly due to the relatively low level of 
research and development activity during the first half of 2020 as 
a result of the COVID-19 pandemic.

Selling expenses
Selling expenses for the six months ended 30 June 2021 increased 
by 27.1 per cent to MSEK 8,970 from MSEK 7,057 the six months 
ended 30 June 2020, primarily as a result of increased expenses 
due to Volvo Car Group’s ongoing digitalisation and commercial 
transformation, which include marketing costs, infrastructure 
development and maintenance costs, agency fees and press related 
costs, as well as a significantly decreased amount of advertising 
and sales promotion expenses in the first half of 2020 due to the 
COVID-19 pandemic.

Administrative expenses
Administrative expenses for the six months ended 30 June 2021 
decreased by 14.6 per cent to MSEK 3,612 from MSEK 4,231 for the 
six months ended 30 June 2020, primarily as a result of a higher pro-
portion of digitalisation expenses that were capitalised, were mainly 
due to infrastructure and internal software system development.

Other operating income
Other operating income for the six months ended 30 June 2021 
increased by 49.6 per cent to MSEK 1,875 from MSEK 1,253 for 
the six months ended 30 June 2020, primarily as a result of posi-
tive exchange rate effects on operating assets and liabilities, such 
as account payables and account receivables, resulting in foreign 
exchange gains.
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Other operating expenses
Other operating expenses for the six months ended 30 June 2021 
decreased by 30.9 per cent to MSEK 1,014 from MSEK 1,467 for 
the six months ended 30 June 2020, primarily as a result of nega-
tive foreign exchange rate effects on operating assets and liabilities 
in 2020, such as account payables and account receivables, result-
ing in foreign exchange losses.

Share of income in joint ventures and associates
The gain in share of income in joint ventures and associates for the 
six months ended 30 June 2021 amounted to MSEK 1,996, an 
increase of MSEK 2,784 from a loss of MSEK 788 for the six 
months ended 30 June 2020, primarily as a result of positive valua-
tion effects related to the Polestar private placement, whereby 
Volvo Car Group’s decreased interest and shareholding in Polestar 
alongside Polestar’s higher valuation caused a net positive dilution 
and valuation effect, which amounted to MSEK 2,039, as well as a 
dividend from Zenuity, which amounted to MSEK 1,175.

Operating income (EBIT)
Operating income (EBIT) for the six months ended 30 June 2021 
amounted to MSEK 13,238, an increase of MSEK 14,227 from an 
operating loss of MSEK 989 for the six months ended 30 June 
2020. EBIT margin for the six months ended 30 June 2021 
amounted to 9.4 per cent, an increase of 10.3 percentage points 
from a negative EBIT margin of 0.9 per cent for the six months 
ended 30 June 2020. The increases in operating income (EBIT) 
and EBIT margin were largely due to the growth in sales volumes 
and the favorable product mix, together with the results of cost 
reduction measures taken by Volvo Car Group and the positive 
effects from the Polestar private placement and the dividend from 
Zenuity. The increases were partly offset by the net effect of foreign 
exchange rates (including hedges) of MSEK 1,365. 

Financial income
Financial income for the six months ended 30 June 2021 amounted 
to MSEK 385, and was in line with the financial income for the six 
months ended 30 June 2020, which was MSEK 387.

Financial expenses
Financial expenses for the six months ended 30 June 2021 
increased by 130.2 per cent to MSEK 1,646 from MSEK 715 for 
the six months ended 30 June 2020, primarily as a result of Volvo 
Car Group’s investment in Luminar, whose fair value valuation effect 
amounted to MSEK 706.

Income tax
Income tax for the six months ended 30 June 2021 increased by 
MSEK 2,496 to MSEK 2,350 from a positive tax credit amount of 
MSEK 146 for the six months ended 30 June 2020, primarily as a 
result of a higher taxable income, which was partly offset by 
increased financial performance driven by Volvo Car Group’s owner-
ship of joint ventures that were non-taxable and other investments 
primarily including Polestar and Zenuity. 

Net income
For the reasons explained above, net income for the six months 
ended 30 June 2021 amounted to MSEK 9,627, an increase of 
MSEK 10,798 from a net loss of MSEK 1,171 for the six months 
ended 30 June 2020.

Results of operations for 2020 compared 2019
Revenue
Revenue for 2020 decreased by 4.1 per cent to MSEK 262,833 
from MSEK 274,117 for 2019, primarily as a result of the decrease 
in sales volumes of its cars in the first half of 2020 by 20.8 per cent 
as compared to sales volumes in the first half of 2019 due to the 
COVID-19 pandemic. This decrease was partly offset by increased 
sales volumes in Volvo Car Group’s three largest markets, China, 
the United States and, to a lesser extent, Europe, in the second half 
of 2020. Sales volumes globally increased by 45.1 per cent in the 
second half of 2020, as compared to sales volumes in the first half 
of 2020. In addition, the decrease in sales volumes in Europe was 
partially offset by the launch and/or release of Volvo Car Group’s 
Recharge models, such as the XC40 Recharge, and the recovery of 
sales volumes in the second half of 2020.

The following table sets forth Volvo Car Group’s revenue by cate-
gory for 2020 as compared to 2019:

Year ended 31 December

MSEK 2020 2019

Sale of products and related goods 
and services 239,563 251,107

Sale of used cars(1) 16,288 15,840

Revenue from subscription, leasing 
and rental business(2) 2,706 4,177

Sale of licences(3) 2,068 1,648

Other revenue(4) 2,208 1,345

Total 262,833 274,117

1) Revenue from sale of used cars includes income from sale of used cars, 
which include primarily the cars repurchased or received from car rental compa-
nies, the corporations that lease cars for corporate use, or the individuals that 
lease cars for personal use.
2) Revenue from subscription, leasing and rental business includes, for exam-
ple, income generated from Care by Volvo subscription contracts and M – Volvo 
Car Mobility.
3) Revenue from sale of licences includes income generated from Volvo Car 
Group’s sale of its proprietary intellectual property, licences and other technol-
ogy it developed to related or third parties.
4) Other revenue includes income generated from miscellaneous products or 
services, the largest part of which is VCFS and CO2 credits.

Volvo Car Group’s wholesale5 volumes decreased by 5.8 per cent to 
662,625 units in 2020 from 703,534 units in 2019 as a result of 
the COVID-19 pandemic. Volvo Car Group’s product mix was 
strong with a continuously increasing share of SUVs, in particular 
the XC40 series, the sales volume of which increased to 185,406 in 
2020 from 139,847 in 2019. Despite a negative exchange rate 
effect in revenue due to a strong SEK against Volvo Car Group’s 
other trading currencies, revenue decreased less than sales vol-
umes by 4.1 per cent to MSEK 262,833 in 2020 from MSEK 
274,117 in 2019. Other revenue increased by MSEK 863, primarily 

5) Wholesale refers to new car sales from Volvo Car Group to dealers and other 
customers including rental companies.
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due to the increase in sales volumes of PHEVs, as well as the sale of 
the fully electric XC40 Recharge model in 2020, which resulted in 
excess CO2 credits, together with credits related to Volvo Car 
Group’s stake in Polestar, for which compensation was recognised 
as other revenue.

Cost of sales
Cost of sales for 2020 decreased by 2.4 per cent to MSEK 216,813 
from MSEK 222,047 for 2019, primarily as a result of lower sales 
volumes in 2020, as well as measures taken in 2020 to mitigate 
the effect of the COVID-19 pandemic, partially offset by costs 
associated with the recall of certain cars. For example, disciplined 
cost efficiency measures were implemented to meet both short and 
longer-term challenges arising due to the COVID-19 pandemic, 
with the temporary closure of plants in all regions and furloughs 
with governmental support were implemented in several European 
markets, as well as in the United States. Furthermore, in order to 
realign its operations and reduce personnel cost in the longer term, 
a restructuring was implemented for approximately 650 white-col-
lar positions in Sweden. In addition, material costs decreased 
slightly in 2020 due to the continuous focus on cost reductions, 
which include reductions in variable costs, such as costs associated 
with sourcing and negotiations with suppliers.

The following table sets forth Volvo Car Group’s components of 
expenses by nature for 2020 as compared to 2019:

Year ended 31 December

MSEK 2020 2019

Material cost including freight,  
distribution and warranty(1) 185,268 186,126

Personnel 34,695 36,997

Amortisation/depreciation 14,449 15,548

Other 18,012 21,598

Total 252,424 260,269

1) For 2020 and 2019, material cost including freight, distribution and war-
ranty accounted for 70.5 per cent and 67.9 per cent of Volvo Car Group’s reve-
nue, 85.5 per cent and 83.8 per cent of cost of sales and 73.4 per cent and 
71.5 per cent of Volvo Car Group’s total amount of cost of sales, research and 
development expenses, selling expenses and administrative expenses for the 
same periods, respectively.

Gross income
Gross income for 2020 decreased by 11.6 per cent to MSEK 
46,020 from MSEK 52,070 for 2019. As a result, gross margin for 
2020 decreased to 17.5 per cent from 19.0 per cent for 2019. The 
decrease in gross margin was largely due to the impact of the 
COVID-19 pandemic, which caused lower sales volumes, as well as 
a negative net effect of changes in foreign exchange rate of MSEK 
4,460, largely attributable to the fluctuations in the exchange rate 
of USD. The decreases in both gross income and gross margin were 
partly offset by reduced material costs due to Volvo Car Group’s 
continuous focus on cost reductions.

Research and development expenses
Research and development expenses for 2020 remained broadly 
flat at MSEK 11,362 as compared to MSEK 11,446 in 2019. In 
2020, Volvo Car Group continued its investments in electric vehicle 
architecture, electric motor technology, software, battery assembly 
and increased fully electric car capacity.

Selling expenses
Selling expenses for 2020 decreased by 9.1 per cent to MSEK 
15,710 from MSEK 17,287 for 2019, primarily as a result of cost 
efficiency programmes as well as fewer marketing events due to 
the COVID-19 pandemic.

Administrative expenses
Administrative expenses for 2020 decreased by 10.0 per cent to 
MSEK 8,539 from MSEK 9,489 for 2019 primarily due to reduced 
number of headcount.

Other operating income
Other operating income for 2020 decreased by 38.9 per cent to 
MSEK 2,362 from MSEK 3,868 for 2019, primarily as a result of 
foreign exchange rate effects due to a strong SEK against Volvo Car 
Group’s trading currencies, a decrease in the amount received by 
Volvo Car Group from government grants and a decrease in ser-
vices sold primarily to related parties, which were largely related to 
administrative, manufacturing and engineering services sold to 
Polestar.

Other operating expenses
Other operating expenses for 2020 increased by 20.3 per cent to 
MSEK 3,903 from MSEK 3,245 for 2019, primarily due to foreign 
exchange rate effects due to a strong SEK against Volvo Car 
Group’s trading currencies.

Share of income in joint ventures and associates
Share of income in joint ventures and associates for 2020 and 2019 
were negative. Volvo Car Group’s share of losses in its joint ventures 
and associates for 2020 increased by 109.5 per cent to a loss of 
MSEK 352 from a loss of MSEK 168 for 2019, primarily as a result of 
its shares of increased losses made by Polestar Automotive Holding 
Limited, amounting to MSEK 2,521, which was partly offset by 
increase in income of MSEK 954 from Zenuity, a joint venture 
between Volvo Car Group and Veoneer Sweden AB that previously 
focused on the development of assisted and autonomous driving 
software, which was divided into two parts between the owners in 
2020 (see “–Corporate transactions–2020–Division of Zenuity AB” 
below), and increase in income of MSEK 1,543 from Polestar Auto-
motive (Shanghai) Co., Ltd. The total share of income from Polestar 
was negative and amounted to MSEK 1,392, as compared to nega-
tive MSEK 414 in 2019, which was primarily due to the increased 
operations of Polestar and losses that were generated during the 
start-up phase, which were consistent with Polestar’s business plan. 
The difference in share of income amounts between Polestar Auto-
motive Holding Limited and Polestar Automotive (Shanghai) Co., Ltd. 
was due to the restructuring of the Polestar group in the third quarter 
of 2020.
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Operating income (EBIT)
Operating income (EBIT) for 2020 decreased by 40.5 per cent to 
MSEK 8,516, from MSEK 14,303 for 2019. EBIT margin for 2020 
was 3.2 per cent, a decrease of 2.0 percentage points, compared 
to 5.2 per cent for 2019. The decreases in operating income (EBIT) 
and EBIT margin were primarily a result of the COVID-19 pan-
demic, which caused a decrease in sales volumes and also 
impacted items affecting comparability, including restructuring 
costs as a result of the restructuring implemented for approximately 
650 white-collar positions in Sweden and costs for the recall of 
cars. The decrease in operating income (EBIT) was also due to 
costs associated with the early phase-out of certain car compo-
nents and negative foreign exchange effects. These decreases were 
partially offset by cost reduction measures taken by Volvo Car 
Group within cost of sales, administrative expenses and selling 
expenses. 

Financial income
Financial income for 2020 increased by 355.3 per cent to MSEK 
2,618 from MSEK 575 for 2019, primarily as a result of fair value 
changes of Volvo Car Group’s holdings in Luminar in connection with 
the listing of Luminar on the Nasdaq New York.

Financial expenses
Financial expenses for 2020 decreased by 7.1 per cent to MSEK 
1,588 from MSEK 1,710 for 2019, primarily as a result of lower 
interest expenses.

Income tax
Income tax for 2020 decreased by 50.7 per cent to MSEK 1,758 
from MSEK 3,565 for 2019, primarily as a result of a lower profit 
before tax, a decrease in the tax rate in Sweden to 20.6 per cent 
from 21.4 per cent and an increased amount of tax credits due to 
a reduction of emissions in the United States.

Net income
For the reasons explained above, principally the development of 
operating income (EBIT) over the period, net income for 2020 
decreased by 18.9 per cent to MSEK 7,788 from MSEK 9,603 for 
2019.

Results of operations for 2019 compared with 2018
Revenue
Revenue for 2019 increased by 8.5 per cent to MSEK 274,117 from 
MSEK 252,653 for 2018, primarily as a result of growth in all 
regions in which Volvo Car Group operates. For example, revenue in 

the United Kingdom increased by 13.2 per cent to MSEK 16,911 
from MSEK 14,933, and revenue in China increased by 10.8 per 
cent to MSEK 60,530 from MSEK 54,653.

The following table sets forth Volvo Car Group’s revenue by cate-
gory for 2019 as compared to 2018:

Year ended 31 December

MSEK 2019 2018

Sale of products and related  
goods and services 251,107 231,891

Sale of used cars(1) 15,840 13,808

Revenue from subscription,  
leasing and rental business(2) 4,177 3,326

Sale of licenses(3) 1,648 2,542

Other revenue(4) 1,345 1,086

Total 274,117 252,653

1) Revenue from sale of used cars includes income from sale of used cars, 
which include primarily the cars repurchased or received from car rental compa-
nies, the corporations that lease cars for corporate use, or the individuals that 
lease cars for personal use.
2) Revenue from subscription, leasing and rental business includes, for exam-
ple, income generated from Care by Volvo subscription contracts and M – Volvo 
Car Mobility.
3) Revenue from sale of licenses includes income generated from Volvo Car 
Group’s sale of its proprietary intellectual property, licences and other technol-
ogy it developed to related or third parties.
4) Other revenue includes income generated from miscellaneous products or 
services, the largest part of which is VCFS.

Volvo Car Group’s wholesale6 volumes increased by 7.1 per cent to 
703,534 units from 656,688 units for 2018, which was mainly 
driven by increased sales volumes of the XC40, which was released 
for sale in 2019. The increased revenue was, in addition to 
increased sales volumes, also due to a positive product mix with a 
larger portion of income derived from the sale of models with higher 
profit margins and cars with higher specifications, such as the 
increase in sales volumes of the XC40 by 84.4 per cent in 2019. 
Other contributors to the increase in revenue included an increased 
sales of car and provision of services to rental companies and other 
fleet sales, sales of used cars and parts and accessories due to a 
growing demand for Volvo Car Group’s products, as well as positive 
exchange rate effects mainly due to a weakening SEK against USD. 
Sale of licenses decreased by 35.2 per cent or MSEK 894 to 
MSEK 1,648 from MSEK 2,542 for 2018, which was mainly due to 
more than SEK 2 billion worth of licence sales to Polestar for tech-
nology and IP in 2018.

6) Wholesale refers to new car sales from Volvo Car Group to dealers and other 
customers including rental companies.
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Cost of sales
cost of sales for 2019 increased by 9.2 per cent to MSeK 222,047 
from MSeK 203,322 for 2018, primarily as a result of (i) an 
increase in material cost (including freight, distribution, and 
 warranty) of MSeK 15,205, (ii) an increase in personnel cost of 
MSeK 3,920, and (iii) an increase in amortisation and depreciation 
of MSeK 2,335. the increases were mainly due to higher produc-
tion volumes and increasing demand for the Xc model range, where 
higher material costs are incurred to manufacture the larger and 
more expensive Xc models, as compared to the lower material 
costs associated with smaller and less expensive models such as  
the v40. the increase in cost of sales was partly driven by a nega-
tive foreign exchange rate mainly due to a weakening SeK against 
eUr and other major currencies. the increase in cost of sales was 
partly offset by operational efficiencies such as an improvement in 
material costs as a result of sourcing and negotiations with suppli-
ers, reduction in the number of employees and reduction in labour 
and overhead cost per car. 

the following table sets forth volvo car group’s expenses by 
nature for 2019 as compared to 2018:

Year ended 31 December

MSEK 2019 2018

Material cost including freight,  
distribution and warranty(1) 186,126 170,921

personnel 36,997 33,077

amortisation/depreciation 15,548 13,213

Other 21,598 22,386

Total 260,269 239,597

1) for 2019 and 2018, material cost including freight, distribution and warranty 
accounted for 67.9 per cent and 67.7 per cent of volvo car group’s revenue, 
83.8 per cent and 84.1 per cent of cost of sales and 71.5 per cent and 71.3 per 
cent of volvo car group’s total amount of cost of sales, research and develop-
ment expenses, selling expenses and administrative expenses for the same 
periods, respectively.

Gross income
gross income for 2019 increased by 5.6 per cent to MSeK 52,070 
from MSeK 49,331 for 2018 and gross margin for 2019 decreased 
to 19.0 per cent from 19.5 per cent for 2018. the changes in gross 
income were primarily due to an increase in cost of sales and the 
positive net effect of foreign exchange rate in gross income. the 
decrease in gross margin was primarily due to more than SeK 2 billion 
worth of licence sales to polestar for technology and ip in 2018, 
and the continuous price competition in certain markets.

Research and development expenses
research and development expenses for 2019 increased by  
5.0 per cent to MSeK 11,446 from MSeK 10,903 for 2018, primar-
ily as a result of (i) an increase in research and development spend-
ing of MSeK 1,846, mainly due to volvo car group’s continuous 
development of volvo car group’s new models, the next generation 
fully electric vehicle architecture, and its electrification and connec-
tivity projects, and (ii) an increase in amortisation and depreciation 
of research and development expenses of MSeK 309 due to a 
higher amount of investments in prior years. these increases were 
partly offset by (i) an increase of MSeK 1,612 in capitalised devel-
opment costs because a larger number of projects had progressed 

to a stage where capitalisation of the relevant research and devel-
opment spending was required under the applicable accounting 
principles, and (ii) that volvo car group received a higher level of 
government grants from china for research and development and 
for manufacturing of volvo cars in plants in china in 2018, as com-
pared to 2019.

Selling expenses
Selling expenses for 2019 were in line with 2018, decreasing by 
0.5 per cent to MSeK 17,287 from MSeK 17,371 for 2018, mainly 
due to cost efficiency and also because certain selling expenses, 
which were mainly related to costs for advertising and sales promo-
tion, were fixed and these selling expenses did not vary with volvo 
car group’s production or sales volumes.

Administrative expenses
administrative expenses for 2019 increased by 18.6 per cent to 
MSeK 9,489 from MSeK 8,001 for 2018, primarily as a result of 
administrative expenses related to increased personnel costs, 
which were caused by an increased number of personnel. the 
increase in administrative expenses was also a result of increased 
expenses for digitalisation of volvo car group’s production and 
management systems as well as development of it and software. 
volvo car group also substantially renegotiated the service con-
tracts with its providers, which caused an increase in its short-term 
administrative expenses, but volvo car group believes the renegoti-
ations will increase its efficiencies in the long run. furthermore, to 
support its business growth, volvo car group employed more per-
sonnel to handle a higher amount of sales, increased production 
activities and adoption of new business models.

Other operating income
Other operating income for 2019 increased by 14.2 per cent to 
MSeK 3,868 from MSeK 3,386 for 2018, primarily as a result of (i) 
an increase of MSeK 262 in sold services, which were mainly tech-
nical, operational or administrative services provided to volvo car 
group’s related companies, including geely Holding and polestar, 
and (ii) an increase in foreign exchange rate gains of MSeK 475 due 
to revaluation of operational balance sheet items such as inventory, 
accounts receivable and accounts payable with a weaker SeK pri-
marily as compared to USd and, to some extent, eUr and cnY.

Other operating expenses
Other operating expenses for 2019 increased by 39.6 per cent to 
MSeK 3,245 from MSeK 2,324 for 2018, primarily as a result of (i) 
an increase in royalty expenses of MSeK 90, and (ii) an increase in 
depreciation and amortisation of intangible and tangible assets of 
MSeK 15, including mainly non-operational items and intangible 
assets, such as trademarks and the dealer network, costs for the 
early phase-out of the parts and components of its obsolete cars, 
and expenses incurred in relation to the early termination of pur-
chase contracts. royalty expenses were primarily payments made 
to v2 plug-in Hybrid vehicle partnership HB, a joint venture with 
vattenfall, a major Swedish producer of electricity and heat, in rela-
tion to its intellectual property and other technology used in manu-
facturing volvo car group’s pHevs. the increase was primarily due 
to a higher volume of pHevs sold in 2019.
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Share of income in joint ventures and associates
Share of income in joint ventures and associates for 2019 and 2018 
were negative. Volvo Car Group’s share of losses in its joint ven-
tures and associates for 2019 increased by MSEK 235 to a loss of 
MSEK 168 from a gain of MSEK 67 for 2018, primarily as a result 
of its share of increased losses made by Zenuity and Polestar, 
amounting to MSEK 117 and MSEK 200, respectively, which were 
due to Zenuity’s products were still in a developmental phase and 
Polestar was expected to sell its products in as early as 2020 and 
then ramp up its production thereafter. As a result, both of them 
continued making losses during the year, which was in line with the 
development plans for Polestar and Zenuity. These losses were 
partly offset by increases in Volvo Car Group’s share of income from 
its other joint ventures, including V2 Plug-In Hybrid Vehicle Part-
nership HB, Volvofinans Bank AB and LYNK&CO.

Operating income (EBIT)
Operating income (EBIT) for increased by 0.8 per cent to MSEK 
14,303 for 2019 from MSEK 14,185 for 2018. This slight increase in 
2019 principally reflected strong growth in volume, a more favoura-
ble market, which was related to higher margins in China and a more 
favourable product mix that consisted of more XC models as well as 
fewer V40 models. Operational efficiencies and the operating 
income (EBIT) in 2018 was positively affected by Volvo Car Group 
receiving a higher level of government grants from China for research 
and development and for manufacturing Volvo cars in plants in China, 
as well as a large scale of licences sold to Polestar for technology and 
IP. EBIT margin for 2019 was 5.2 per cent, a decrease of 0.4 per-
centage points, compared to 5.6 per cent for 2018. This decrease 
principally reflected the decrease in government grants received by 
Volvo Car Group and the decrease in the sale of licences from 2018.

Financial income
Financial income for 2019 increased by 41.3 per cent to MSEK 575 
from MSEK 407 for 2018, as a result of an increase in interest 
income on bank deposits, which increased because Volvo Car 
Group held a higher amount of cash and cash equivalents during 
the  year as a result of its increase in net income.

Financial expenses
Financial expenses for 2019 increased by 2.1 per cent to MSEK 
1,710 from MSEK 1,675 in 2018, primarily as a result of an increase 
in interest expenses related to the implementation of IFRS 16 on 
1 January 2019, and other interest expenses, which was partly off-
set by a decrease in the cost of Volvo Car Group’s credit facilities, 

due to a lower interest rates environment. Volvo Car Group adopted 
IFRS 16 prospectively from 1 January 2019 using the modified ret-
rospective approach, which does not require restatement of prior 
periods. Other than the prior noted increase in interest expenses 
related to the implementation of IFRS 16 on 1 January 2019, Volvo 
Car Group’s financial statements were not otherwise materially 
impacted from the implementation of IFRS 16 on 1 January 2019.

Income tax
Income tax for 2019 increased by 13.7 per cent to MSEK 3,565 
from MSEK 3,136 for 2018, primarily as a result of the effect of dif-
ferent tax rates, due to a higher amount of taxable income derived 
from jurisdictions with higher income tax rates.

Net income
For the reasons explained above, net income for 2019 decreased by 
1.8 per cent to MSEK 9,603 from MSEK 9,781 for 2018.

Liquidity and capital resources
Overview
The liquidity needs of Volvo Car Group consist of funding operating 
expenses, changes in working capital, capital expenditure, debt ser-
vice requirements and other liquidity requirements that may arise from 
time to time, including: (i) refinancing outstanding debt, (ii) acquisitions 
and other investment opportunities, and (iii) payments in the ordinary 
course of business. Volvo Car Group has historically financed its opera-
tions and capital expenditure needs primarily through cash generated 
from its operating activities, bank loans and funds raised from the debt 
capital markets. Going forward, Volvo Car Group believes that its 
liquidity requirements will be satisfied by using a combination of cash 
flow generated from its operating activities, bank loans and funds 
raised from the capital markets from time to time in case required.

Working capital statement
Volvo Car Group is of the opinion that its current working capital 
(excluding the net proceeds from the Offering) is sufficient for its 
present requirements for at least the twelve months following the 
date of this prospectus. In this context, working capital refers to a 
company’s ability to access cash and other available liquid 
resources in order to meet its liabilities as they fall due.

Cash flow
The table below shows Volvo Car Group’s cash flows for the periods 
indicated.

MSEK

Six months ended 30 June Year ended 31 December

2021 2020 2020 2019 2018

Cash flow from operating activities 1,046 -3,473 33,952 32,374 26,765

Cash flow from investing activities -7,945 -9,330 -20,670 -20,801 -22,060

Cash flow from financing activities -7,457 -4,187 -834 -831 -743

Cash flow for the period -14,356 -8,616 12,448 10,742 3,962
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Cash flow from operating activities
Cash flow from operating activities consists primarily of Volvo Car 
Group’s operating income, adjusted by income tax paid and non-
cash items, such as depreciation and amortisation of non-current 
assets, and adjusted by changes in working capital, such as 
accounts payable, accounts receivable, provisions and inventories.

Cash flow from operating activities for the six months ended 
30 June 2021 amounted to MSEK 1,046, an improvement of 
MSEK 4,519 from a cash outflow of MSEK 3,473 for the six 
months ended 30 June 2020, primarily as a result of increased 
operating income during the first half of 2021. This improvement 
was partially offset by the cash flow impact from the separation of 
Volvo Car Group’s ICE operations into an ICE-related joint venture 
owned together with Geely Holding during the first half of 2021, as 
well as decreased working capital movement during the first half of 
2021, which was mainly related to seasonality, which impacted car 
production volumes and, to a lesser extent, the repayment of the 
temporary COVID-19 governmental support package from 2020. 

Cash flow from operating activities for 2020 increased by 
4.9 per cent to MSEK 33,952 from MSEK 32,374 for 2019, pri-
marily as a result of increased working capital movement in 2020. 
The increased working capital movement was mainly due to 
increased accounts payable and was partly offset by increased 
accounts receivable, which were mainly attributable to the rapid 
recovery and the ramp up of production in all regions during the 
second half year. 

Cash flow from operating activities for 2019 increased by 
21.0 per cent to MSEK 32,374 from MSEK 26,765 for 2018, pri-
marily as a result of increased working capital movement during the 
year. The increased working capital movement was mainly due to 
improved cash flow from accounts receivable, changes in provisions 
as well as changes in other working capital, which were mainly 
attributable to contract liabilities to customers.

Cash flow from investing activities
Volvo Car Group’s investing activities consist primarily of invest-
ments in property, plant and equipment, investments in intangible 
assets, investments in car and engine production capacity, tooling 
and continuous investments in new and upcoming car models and 
technology, as well as investments in shares and joint ventures, 
which primarily include Volvo Car Group’s interest in Polestar.

Cash outflow from investing activities for the six months ended 
30 June 2021 improved by 14.8 per cent to MSEK 7,945 from 
MSEK 9,330 for the six months ended 30 June 2020, primarily as 
a result of decreased investments in shares and participations that 
mainly related to Polestar.

Cash outflow from investing activities for 2020 improved slightly 
by 0.6 per cent to MSEK 20,670 from MSEK 20,801 for 2019, pri-
marily as a result of lower investments in property, plant and equip-
ment and intangible assets, which were partially offset by higher 
investments in Polestar. 

Cash outflow from investing activities for 2019 improved by 
5.7 per cent to MSEK 20,801 from MSEK 22,060 for 2018, pri-

marily as a result of lower investments in tangible assets as con-
struction of Volvo Car Group’s plant in Charleston was completed 
in the first half of 2018. Investments in tangible assets were mainly 
related to the approaching launch of the fully electric XC40 
Recharge and ramp up of production capacity of the XC40, S60 
and engines, as well as continuous investments in new and upcom-
ing models and new technology. Furthermore, part of the weakened 
cash outflow used in investing activities was related to the lower 
investments in shares and participations, mainly due to investments 
made in Polestar in connection with the deconsolidation transac-
tion in the third quarter of 2018. Volvo Car Group received cash 
from the sale of intellectual property, licenses and technology to 
Polestar in both 2018 and 2019, but the amount of cash received 
from such sales was higher in 2018 due to a higher number of 
transfers of intellectual property and licenses over that period.

Cash flow from financing activities
Volvo Car Group’s financing activities primarily include borrowings from 
and repayments to credit institutions, issuances of bonds and preferred 
shares, paying dividends and investments in marketable securities.

Cash outflow from financing activities for the six months ended 
30 June 2021 amounted to MSEK 7,457, a decrease of MSEK 
11,644 from a cash inflow of MSEK 4,187 for the six months ended 
30 June 2020. The change was primarily due to the repayment of 
a bond amounting to MSEK 5,065 and a dividend paid to its share-
holders of MSEK 4,867, which were partly offset by investments in 
marketable securities.

Cash outflow from financing activities for 2020 remained 
broadly flat at a cash outflow of MSEK 834, as compared to a cash 
outflow of MSEK 831 for 2019, primarily as a result of the repay-
ments of loans and other interest bearing liabilities and investments 
in marketable securities, which were partly offset by the proceeds 
from a green bond that was issued in October 2020. 

Cash outflow from financing activities for 2019 weakened by 
11.8 per cent to MSEK 831 from MSEK 743 for 2018, primarily as a 
result of (i) the repayments of liabilities, mainly bank loans, (ii) the 
payment of dividends to shareholders, and (iii) investments in short-
term, interest-bearing marketable securities, all of which were 
partly offset by the proceeds from two bonds that were issued in 
February and April 2019.

Investments and commitments
Volvo Car Group’s investments during the six months ended 
30 June 2021 and 2020 and the financial years 2020, 2019 and 
2018, comprised of investments in (i) tangible assets of property, 
plant and equipment, which mainly relate to the construction of 
Volvo Car Group’s new plant in Charleston, South Carolina, United 
States, (ii) intangible assets relating to the development of new 
technology, such as electrification and collaboration with the Geely 
ecosystem on architectures and procurement, and (iii) research and 
development expenses, relating to electric vehicle architecture, 
engines and powertrains. 
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The following table sets forth Volvo Car Group’s investments for the periods indicated:

The following table sets forth Volvo Car Group’s investments by geography for the periods indicated:

MSEK

Six months ended 30 June Year ended 31 December

2021 2020 2020 2019 2018

Tangible assets 5,473 5,108 9,986 11,807 13,574

Intangible assets1) 5,348 4,218 8,574 9,176 7,283

Research and development expenses2) 7,148 5,978 11,362 11,446 10,903

Total 17,969 15,304 29,922 32,429 31,760

1) Up until the second quarter of 2019, expenses related to the delivery of unique IP, which is IP developed by Volvo Car Group that is used exclusively by  
a third party and not by Volvo Car Group (now classified as customer contracts) were capitalised as an intangible asset, and expensed when transferred to the 
 customer. For comparison reasons, the affected line items for 2018 have been restated.
2) Research and development expenses include the net of research and development spending, capitalised development costs and amortisation of research and 
development. For further information, see “–Description of key income statement line items–Research and development expenses” above.

MSEK

Six months ended 30 June Year ended 31 December

2021 2020 2020 2019 2018

China(1) 824 149 774 3,384 2,254

United States(2) 488 268 1,022 1,013 2,976

Europe(3) 16,612 14,834 28,029 27,874 26,331

Other markets 45 53 97 158 199

Total 17,969 15,304 29,922 32,429 31,760

1) Related primarily to investments related to the manufacturing plants in China.
2) Related primarily to the construction of the production facility in Charleston, South Carolina, United States, which was completed in 2018. 
3) Related primarily to research and development spending, which includes development of new models and technology and the configuration of manufacturing 
plants for production of new models and addition of production capacity. Europe is defined as the EU (27 member states), the United Kingdom, and the European 
Free Trade Association member states.

Current and future investments
Currently and in the coming years, Volvo Car Group will make 
investments in its manufacturing facilities. For example, the Goth-
enburg plant’s assembly shop will be reconstructed and renewed, 
which is a prerequisite for preparing the plant for assembly of future 
fully electric cars and new platforms. A renewal process has also 
been initiated with respect to the paint shop in Gothenburg, Swe-
den which will support the Group’s sustainability ambitions. Invest-
ments will also be made to insource subassembly of battery mod-
ules for the fully electric cars. This is aimed at improving the 
efficiency of the management of the battery modules as they will be 
integrated in the production in Gothenburg, Sweden, Ghent, Bel-
gium and Luqiao, China plants. Moreover, mega cast aluminium 
body sections will be introduced in those three plants to meet sus-
tainability requirements. Volvo Car Group will also make invest-
ments in a new wind tunnel in Gothenburg, Sweden, in order to 
research and increase energy efficiency for future fully electric cars, 
with the object of thereby contributing to more competitive prod-
ucts (for example, with respect to range). 

Up to and including 2025, Volvo Car Group’s total capital expendi-
tures are expected to amount to approximately SEK 60 billion, 
with its capital expenditures that are related to electrification 
and capacity expansion are expected to amount to approximately 
SEK 30 billion, and Volvo Car Group’s capital expenditures as a 
 percentage of revenue (CapEx ratio) is expected to be 7–8 per cent 
by mid-decade. These capital expenditures are expected to be 
financed through cash flow generated from Volvo Car Group’s oper-
ating activities and financing structure.

Under a non-binding memorandum of understanding between 
Volvo Car Group and Northvolt, the parties’ intention is to enter into a 

partnership regarding an R&D joint venture, with the purpose to 
develop new battery cells in vehicle integration technologies for Volvo 
Car Group, and a production joint venture for battery cell production. 
The initial phases of development carried out within the R&D joint 
venture and the first phase in relation to the production joint ven-
ture is estimated to require approximately USD 2.5–3.0 billion 
(SEK 21.9–26.3 billion) in funding. For further information, see 
“Legal considerations and supplementary information–Material 
agreements–Joint venture agreements, etc.–Intended partnership 
and joint ventures with Northvolt”.

Volvo Car Group’s current capital expenditure plans for any future 
period are subject to change and Volvo Car Group may adjust its cap-
ital expenditures according to its future cash flows, results of opera-
tions and financial condition, business plans, the market conditions 
and various other factors Volvo Car Group believes to be appropriate.

Volvo Car Group has also committed to guarantee up to  
MUSD 100 (MSEK 876) in a new share issue in Polestar UK (see 
“Business description–Strategic affiliates and strategic invest-
ments–Polestar – Progressive electric performance brand–History 
and ownership structure of Polestar”). Volvo Car Group’s invest-
ment under the guarantee will be financed through available funds. 

Corporate transactions
Below is a summary of material acquisitions, divestments and other 
corporate transactions carried out by Volvo Car Group during the 
period 2018–2021. See also “Note 31 – Business Combinations” 
on page F-71–F-72 and “Note 5 – Acquisitions” on page F-15 in 
“Historical financial information” for certain additional information.
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Car Engine Manufacturing Co. Ltd (an engine plant located in 
Zhangjiakou, China, currently owned 50/50 by Volvo Car Group 
and Geely Holding) (“Zhangjiakou”) to Aurobay for a cash consider-
ation in the amount of MCNY 1,199 (MSEK 1,626), to be equally 
distributed between VCI and Geely Holding. In anticipation of the 
transfer, Zhangjiakou has distributed a dividend amounting to 
MCNY 738 (MSEK 1,001), equally distributed between VCI and 
Geely Holding.

Moreover, on 22 June 2021, Volvo Car Group and Aurobay 
(through PES and Zhangjiakou) entered into agreements for the 
supply of ICE from Aurobay (through PES and Zhangjiakou) to 
Volvo Car Group. Under the supply agreements, Aurobay has com-
mitted to supply the volumes of ICE required by Volvo Car Group. 
The supply agreements expire 15 years following the end of Volvo 
Car Group’s serial production of ICE. However, Volvo Car Group’s 
intention is that the supply of ICE will gradually be phased out and 
end by 2030 at the latest.

The transfers of shares between Volvo Car Group companies and 
Geely companies are made at arms’ length terms. In the future, 
Aurobay’s ICE operations may be further developed, which could 
be made by, for example, merging its operations with Geely Auto’s 
ICE operations.

Restructuring of Chinese JVs owning plants and R&D centre
On 2 July 2021, VCI and Geely Holding entered into an agreement 
to restructure the ownership in Daqing Volvo Car Manufacturing 
Co., Ltd (“Daqing Manufacturing”) and Shanghai Volvo Car 
Research and Development Co., Ltd. (“Shanghai R&D”), which, 
directly and/or indirectly, own the manufacturing plants in Daqing 
and Chengdu and the R&D centre in Shanghai. Daqing Manufactur-
ing and Shanghai R&D were at the time owned 50 per cent each by 
VCI and Geely Holding and consolidated into Volvo Car Group.

The agreed restructuring will be completed in two steps, starting 
in 2022 when the Chinese regulation restricting foreign passenger 
vehicle groups from owning more than a 50 per cent stake in their 
Chinese manufacturing operations will be lifted, and expected to 
be formally completed in 2023. In the first step, VCI will acquire 
a 30 per cent stake in Daqing Manufacturing and Shanghai R&D, 
respectively, from Geely Holding. In the second step, VCI will 
acquire the remaining respective 20 per cent stake in the compa-
nies from Geely Holding, meaning that Daqing Manufacturing and 
Shanghai R&D will thereafter be wholly owned by VCI. The restruc-
turing will ensure that the full result of Volvo Car Group’ Chinese 
operations, including the plants in Daqing and Chengdu and the 
R&D centre in Shanghai, will be fully accounted for in the financial 
result of Volvo Car Group. Geely Holding as the major shareholder in 
Volvo Car Group will indirectly maintain control and consolidate 
Volvo Car Group, including the Chinese operations.

The total consideration to be paid by VCI amounts to MCNY 
2,117 (MSEK 2,871. In anticipation of the restructuring, Daqing 
Manufacturing has distributed a dividend amounting to MCNY 
7,600 (MSEK 10,308), equally distributed between VCI and Geely 
Holding. The completion of the transactions are subject to regula-
tory approvals in China with the first step expected to close in the 
second half of 2022, and the second step expected to close in the 
second half of 2023.

2021
Separation of ICE operations
On 7 October 2019, Volvo Car Group and Geely Holding announced 
the plan to separate their existing ICE operations into a stand-alone 
business, as Volvo Car Group focuses on its all-electric range of cars. 
For the purpose thereof, the parties have agreed to establish a joint 
venture, Zhejiang Aurobay Powertrain Co., Ltd. (“Aurobay”) and the 
measures set out below have been taken. Geely Holding will hold 
67 per cent and Volvo Car Group (through the wholly-owned subsidi-
ary Volvo Car (China) Investment Co., Ltd (“VCI”)) will hold 33 per cent 
of the shares and votes in Aurobay. For information regarding the joint 
venture agreement governing Aurobay, please refer to “Legal consider-
ations and supplementary information–Material agreements–Joint 
ventures, etc.–Aurobay”. 

In January 2021, Volvo Car Group’s ICE operations (carried out at 
the powertrain plant in Skövde, Sweden) were carved out into a 
new group company, Powertrain Engineering Sweden AB (“PES”). 
In April 2021, the real estate where PES conducts operations was 
transferred into a new group company, Powertrain Engineering 
Sweden Real Estate AB (“PES Real Estate”).

At an Extraordinary General Meeting held on 31 May 2021, Volvo 
Car Group resolved on a dividend in the amount of MSEK 5,979 to 
be distributed to Geely Sweden.7 The dividend was effectuated and 
settled on 30 June 2021, through Geely Sweden’s receipt of the 
shares in PES and the shares in PES Real Estate, having a book 
value for Volvo Car Group of MSEK 5,530 and a fair market value of 
MSEK 5,979. On 7 July 2021, Geely Sweden and PES agreed to 
transfer the shares in PES Real Estate to PES for a consideration of 
MSEK 988.

On 5 July 2021, Geely Holding and VCI entered into a framework 
agreement for the establishment of Aurobay. Later in July 2021, 
VCI initiated the establishment of Aurobay, through the incorpora-
tion of a new Chinese company by contributing MCNY 1,013 
(MSEK 1,374) in registered capital and MCNY 160 (MSEK 217) in 
capital reserve. VCI also provided Aurobay with a shareholder loan 
of MCNY 2,000 (MSEK 2,713) on arm’s length terms. Geely Hold-
ing has agreed to subscribe for shares in Aurobay by way of a 
directed new share issue and to pay MCNY 2,057 (MSEK 2,790) in 
registered capital. In connection with the entering into the frame-
work agreement, on 5 July 2021, VCI and Geely Holding entered 
into a separate put option agreement, according to which VCI, dur-
ing 2026–2030, is granted an irrevocable right to request Geely 
Holding to acquire VCI’s shares in Aurobay to a pre-agreed price of 
MCNY 1,013 (MSEK 1,374).

As a part of the framework agreement, Geely Holding and VCI 
have agreed with Geely Sweden that Aurobay shall acquire the 
shares in PES (including the shares in PES Real Estate) from Geely 
Sweden. Following a dividend from PES to Geely Sweden in the 
amount of MSEK 410, the consideration to be paid by Aurobay will 
be a cash amount of MCNY 3,524 (MSEK 4,780). This transfer is 
conditional upon Aurobay obtaining necessary approvals from rele-
vant Chinese authorities. Such approvals are expected to be 
obtained before year-end 2021.

In addition, as a part of the framework agreement, VCI and Geely 
Holding have agreed to transfer their shares in Zhangjiakou Volvo  

7) At the same meeting, the Preference Shareholders received a cash  
dividend of MSEK 20.9, which was paid out on 2 July 2021.
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Acquisition of the Luqiao plant
On 12 October 2021, VCI, Geely Auto Group Co., LTD (“Geely Auto 
Group”), Zhejiang Jingang Automobile Co., Ltd. (“Jingang”) and Asia 
Euro Automobile Manufacturing (Taizhou) Co., Ltd. (“AELQ”) 8 entered 
into a framework agreement according to which VCI will acquire all 
shares in AELQ, the operating company of the manufacturing plant in 
Luqiao, China, from Geely Auto Group. The purchase price amounts to 
MCNY 784 (MSEK 1,063). Prior to the acquisition, Volvo Car Group 
has operated the Luqiao plant based on an agreement with Geely 
Holding companies for the production of its smaller 40-series CMA-
based cars, namely the XC40 and the C40. In addition, Volvo Car 
Group has provided machinery to the plant under a leasing agreement. 

Moreover, under the framework agreement, VCI shall procure 
that AELQ’s dividends payable to Geely Holding, amounting MCNY 
827 (MSEK 1,122), as well as working capital loans provided to 
AELQ by Geely Holding, are settled following completion of the 
transaction. The working capital loans to be settled are expected to 
amount to MCNY 4,900 (MSEK 6,644), and the final amount will 
be subject to change in connection with completion of the acquisi-
tion. As VCI acquires all shares in AELQ, Volvo Car Group will indi-
rectly assume AELQ’s assets and debt, including AELQ’s accounts 
receivable from Polestar, which, as of 31 August 2021, amounted to 
MCNY 3,766 (MSEK 5,107).

The real estate (i.e. land and building) related to the Luqiao plant is 
currently owned by Jingang and leased by AELQ under a lease 
agreement that expires on 31 December 2021. Under the framework 
agreement, Jingang and AELQ have undertaken to renew the lease 
agreement for one year, with an option for AELQ to extend the lease 
at market price. Furthermore, under the framework agreement, Jin-
gang has granted AELQ an option to, within one year following com-
pletion of VCI’s acquisition of all shares in AELQ, acquire the land 
and building related to the Luqiao plant at a predetermined purchase 
price amounting to MCNY 1,693 (MSEK 2,296). Any tax imposed 
as a result of the transaction structure under the option shall be 
borne by VCI (or a designated entity). Moreover, any and all cleaning 
and soil restoration costs (up to an amount of MCNY 1,693 (MSEK 
2,296)) in relation to any contamination identified on the real estate 
shall be deducted from the abovementioned predetermined pur-
chase price for the real estate.

The completion of the acquisition is subject to, among other 
things, regulatory approvals in China and is expected to close dur-
ing the fourth quarter of 2021. Following completion of the acquisi-
tion, the plant will be referred to as the Taizhou plant.

Acquisition of Upplands Motor
On 13 January 2021, after approval from the Swedish Competition 
Authority (Sw. Konkurrensverket), Volvo Car Group, through one of 
its wholly-owned subsidiaries, Volvo Personvagnar Norden AB 
finalised the acquisition of Upplands Motor. The acquisition of 
Upplands Motor, the Stockholm-based retailer, is a vital part of 
Volvo Car Group’s strategy to transform its retail business into a 
modern customer experience with an integrated interaction 
between online and offline sales.

Purchase consideration amounted to MSEK 493, including 
repayment of debt amounting to MSEK 292, and the acquired net 
assets amounted to MSEK 248, resulting in goodwill of MSEK 245. 

8) Geely Auto Group, Jingang and AELQ are all direct and/or indirect 
 subsidiaries of Geely Holding.

Goodwill attributable to the acquisition is explained by estimated syn-
ergies with Volvo Car Group current retail operation in the Swedish 
market and increased income over time from the acquired business.

Acquisition-related costs amounted to MSEK 11 and were recog-
nised as administration costs in the income statement 2020. The 
total cost of combination and fair market values were determined 
provisionally, thus, the acquisition analyses may be subject to adjust-
ment during a 12-month period from the acquisition.

Polestar business combination
On 27 September 2021, Volvo Car Group’s strategic affiliate Pole-
star entered into a business combination agreement with Gores 
Guggenheim, a special purpose acquisition company (SPAC) whose 
securities are listed on Nasdaq New York. For further information, 
see “Business description–Strategic affiliates and strategic invest-
ments–Polestar – Progressive electric performance brand–History 
and ownership structure of Polestar”.

2020
Division of Zenuity
Zenuity AB was a 50/50 joint venture company owned by Volvo Car 
Corporation and Veoneer Sweden AB, focusing on the development 
of assisted and autonomous driving software. In April 2020, the par-
ties announced that the joint venture company should be divided 
into two parts in order for its owners to focus more effectively on 
their respective strategies. On 1 July 2020, Volvo Car Group and 
Veoneer Sweden AB signed and implemented the final agreement 
whereby Volvo Car Group through Zenseact AB (a stand-alone sub-
sidiary) acquired certain assets and liabilities from Zenuity AB, 
including personnel. The initial focus of Zenseact AB is the develop-
ment of software technology for the next generation fully electric 
vehicle architecture. The purchase price amounted to MSEK 536 
and the total fair market value of the net assets acquired amounted 
to MSEK 98 leading to a goodwill of MSEK 438. The acquired busi-
ness contributed revenues of MSEK 4 and net loss of MSEK -141 to 
Volvo Car Group for the period from 1 July to 31 December 2020.

The purpose of Zenuity AB after the division is to hold ownership 
of IP-rights and the company will have no other operations, since all 
product development and personnel have been transferred to Volvo 
Car Group and Veoneer Sweden AB. In connection with the division, 
both Volvo Car Group and Veoneer Sweden AB acquired a licence to 
Zenuity’s IP. The purchase price for the IP licence amounted to 
MSEK 1,067.

Indebtedness
As at 30 June 2021 and 31 December 2020, 2019 and 2018, the 
outstanding amount of bonds and liabilities to credit institutions, 
excluding finance lease contracts and capitalised transaction costs, 
of Volvo Car Group was MSEK 29,416, MSEK 34,453, 
MSEK 30,359 and MSEK 23,615, respectively. Volvo Car Group’s 
refinancing activities are ongoing, and as at 30 June 2021, the 
remaining credit duration of the outstanding facilities was 2.9 years, 
debt maturing over the next twelve months was 29 per cent, and 
61 per cent of Volvo Car Group’s long term debt was refinanceable 
within three years. Concurrent with the mid-decade annual EBIT 
margin ambition of 8-10 per cent, the Group’s mid-term rating ambi-
tion is to achieve investment grade rating.
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The following table sets forth Volvo Car Group’s borrowings as at the dates indicated:

Bank loans
The following table sets forth Volvo Car Group’s outstanding bank loans as at 30 June 2021:

The following is a summary of Volvo Car Group’s material outstand-
ing loan agreements as at 30 June 2021.

Multicurrency sustainability-linked revolving credit facility
The Company has a EUR 1,300,000,000 multicurrency sustaina-
bility-linked revolving credit facility, dated 11 January 2021, 
arranged by Citigroup Global Markets Ltd, HSBC Bank plc, Nordea 
Bank Abp, filial i Sverige and Skandinaviska Enskilda Banken AB 
(publ), with Swedbank AB (publ) acting as the agent. The lenders 
are a club of 21 banks, each with equal participation. The facility is 
guaranteed by Volvo Car Corporation. The facility is intended to 
serve as a back-up facility for general corporate purposes of Volvo 
Car Group and the final termination date in the multicurrency 
revolving loan facility is 11 January 2026 if both one-year extension 
options are exercised. The Company may, with three business days’ 
prior notice, prepay the whole or any part of a loan made under the 
facility (but if in part, being an amount that reduces the base cur-
rency amount of the loan by a minimum amount of EUR 
5,000,000). The agreement and any non-contractual obligations 
arising out of or in connection with it are governed by English law. 
The agreement contains customary representations, warranties and 
customary operating and negative covenants (including restrictions 
on disposals of assets, mergers, acquisitions and change of busi-
ness, a negative pledge and restrictions on the incurrence of indebt-
edness), in each case subject to commercially agreed exceptions. 
As at 30 June 2021, the facility has not been drawn upon.

Facility agreement with China Development Bank
Volvo Car Corporation has a facility agreement, originally dated 30 
November 2012 and most recently amended and restated on 6 
November 2019, with China Development Bank Shenzhen Branch 
and Bank of China Limited, Luxembourg Branch, as the arrangers 
and lenders, and China Development Bank Shenzhen Branch, as 
the agent, to which the Company is the guarantor. The facility 
agreement provides for (i) a EUR 815,334,125 term loan facility 
(“Facility A”), the purpose of which is the prepayment of certain 
outstanding indebtedness; (ii) a EUR 106,977,229 term loan facility 
(“Facility B”), the purpose of which is to refinance project costs 
associated with the research and development project regarding 
future car emission from engines and related chassis development 
for cars; and (iii) a USD 800,000,000 term loan facility (“Facility 
C”), the purpose of which is the financing of certain XC90 project 
costs. As at 30 June 2021, Facility A and Facility B have been fully 
drawn and repaid in full, while Facility C has been drawn in full, with 
a USD 110,400,000 loan outstanding under this facility. The rate of 
interest on the Facility C loan is the percentage rate per annum 
which is the aggregate of the applicable (i) margin, (ii) LIBOR, and 
(iii) mandatory cost, if any, payable semi-annually. The Facility C 
loan is repayable in 11 semi-annual instalments. Pursuant to the 
terms and conditions of the facilities agreement, Volvo Car Corpo-
ration may, with not less than ten days’ prior written notice to the 
lender (or such shorter period as the agent may agree, with the con-
sent of the requisite lenders), prepay the whole or any part of the 

As at 30 June As at 31 December

MSEK 2021 2020 2020 2019 2018

Non-current

Liabilities to credit institutions 2,767 7,478 5,882 4,489 8,273

Bonds 18,107 16,446 20,950 21,643 13,200

Current

Liabilities to credit institutions 5,545 2,797 2,512 4,105 2,175

Bonds 2,997 5,240 5,017 - -

Total 29,416 31,961 34,361 30,237 23,648

Funding Maturity Currency

Drawn amount 
in respective 

currency

Undrawn amount 
in respective  

currency
SEK equivalent 

of drawn amount

Bank loans (in millions)

Multicurrency sustainability-linked revolving credit facility January 2024 EUR 0 1,300 0

Facility agreement with China Development Bank November 2021 USD 110 0 940

Credit facility agreement with AB Svensk Exportkredit (publ) May 2022 SEK 4,000 0 4,000

Loan agreement with Nordic Investment Bank1) September 2021 SEK 100 0 100

Finance contract with European Investment Bank May 2026 USD 233 0 1,989

Finance contract with European Investment Bank June 2027 SEK 1,013 0 1,013

Other SEK 270 0 270

Total 8,312

1) Fully repaid by Volvo Car Corporation in September 2021.
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loan; provided that any partial prepayment of the Facility C loan 
must be in an amount that reduces the amount of the loan by USD 
10,000,000 and in integral multiples of USD 1,000,000. The 
agreement and any non-contractual obligations arising out of or in 
connection with it are governed by English law. The agreement con-
tains customary representations, warranties and customary operat-
ing and negative covenants (including restrictions on disposals of 
assets, mergers, acquisitions and change of business, a negative 
pledge and restrictions on the incurrence of indebtedness), in each 
case subject to commercially agreed exceptions.

Credit facility agreement with AB Svensk Exportkredit (publ)
The Company has a credit facility agreement, originally dated 8 May 
2020 (and subsequently amended and restated) with AB Svensk 
Exportkredit (publ), to which Volvo Car Corporation is the guaran-
tor. The credit facility agreement provides for a total amount of SEK 
4,000,000,000. Borrowings under this credit facility may be used 
for general corporate purposes including refinancing of indebted-
ness previously incurred by Volvo Car Corporation. As at 30 June 
2021, the full amount of this loan has been drawn, with a SEK 
4,000,000,000 loan outstanding under this facility. The final 
maturity date of the loan is 25 May 2023 if the one-year extension 
option is exercised. The rate of interest on the loan is the percent-
age rate per annum equal to the aggregate of (i) the applicable mar-
gin and (ii) STIBOR, payable on the last day of each three month 
period following the date the facility was first utilised. The Company 
may, by giving not less than three business days’ prior notice to the 
lender, prepay the loan at any time in whole or in part; provided 
such prepayment must be no less than 50,000,000 and an integral 
multiple of 5,000,000. The credit facility agreement and any 
non-contractual obligations arising out of or in connection with it 
are governed by Swedish law. The agreement contains customary 
representations, warranties and customary operating and negative 

covenants (including restrictions on disposals of assets, mergers, 
acquisitions and change of business, a negative pledge and a 
restriction on the incurrence of indebtedness), in each case subject 
to commercially agreed exceptions.

Finance contract with European Investment Bank
Volvo Car Corporation has a finance contract, originally dated 
8 November 2017 (and subsequently amended and restated), with 
European Investment Bank, to which the Company is the guarantor. 
The finance contract provides for a credit in an amount of equivalent 
to EUR 245,000,000 under contract number A and an amount of 
equivalent to EUR 100,000,000 under contract number B to sup-
port R&D activities in fuel efficient powertrains, active safety sys-
tems and telematics and connected vehicles technologies. As at 
30 June 2021, this facility has been drawn in full, with a USD 
233,466,154 loan outstanding under contract number A and a 
SEK 1,012,830,000 loan outstanding under contract number B 
of this facility. Volvo Car Corporation may, subject to the terms and 
conditions of the finance contract, prepay all or any part of the loan, 
together with accrued interest and indemnities if any, with at least 
one month’s prior notice to the lender. The finance contract and any 
non-contractual obligations arising out of or in connection with it 
are governed by Swedish law. The finance contract contains cus-
tomary representations, warranties and customary operating and 
negative covenants (including restrictions on disposals of assets, 
mergers and change of business, a negative pledge and restrictions 
on the incurrence of indebtedness), in each case subject to com-
mercially agreed exceptions.

Bonds
The following table sets forth the summary of Volvo Car Group’s 
outstanding bonds (all issued by the Company) as at 30 June 2021:

Type of bonds Listing venue Issue date Principal amount Annual interest rate Maturity date Balance, MSEK

Senior floating rate notes Luxemburg Stock 
Exchange

7 December 2016 SEK 2.5 billion Three-month  
STIBOR plus  
2.35 per cent, 
reset quarterly and 
subject to a floor of 
0.00 per cent

7 March 2022 2,500

Senior fixed rate notes Luxemburg Stock 
Exchange

7 December 2016 MSEK 500 2.50 per cent 7 March 2022 500

Medium term notes(1) Luxemburg Stock 
Exchange

24 November 
2017

MEUR 500 2.00 per cent 24 January 2025 5,056

Floating rate notes(1) Luxemburg Stock 
Exchange

27 February 2019 SEK 2 billion Three-month  
STIBOR plus  
2.30 per cent 
floating rate

Interest payment 
date falling in  
or nearest to  
February 2023

2,000

Medium term notes(1) Luxemburg Stock 
Exchange

2 April 2019 MEUR 600 2.125 per cent 2 April 2024 6,068

Green bond(1) Luxemburg Stock 
Exchange

7 October 2020 MEUR 500 2.50 per cent 7 October 2027 5,056

1) The medium term notes, the floating rate notes and the Green Bond were issued under the Company’s EUR 3 billion Euro Medium Term Note programme.
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As at 30 June As at 31 December

MSEK 2021 2020 2020 2019 2018

Guarantees to insurance company FPG 176 169 173 164 150

Legal claims 132 54 61 48 111

Other claims 351 423 410 423 315

Guarantee commitments 59 59 59 76 33

Other contingent liabilities(1) 296 191 314 162 118

Total 1,014 896 1,017 873 727

1) Apart from the above contingent liabilities, there are other commitments and guarantees that are not recognised since the likelihood of an outflow of resources is 
very low.

The bonds are unsecured but guaranteed by Volvo Car Corporation. 
The senior notes are subject to certain restrictive covenants, includ-
ing, but not limited to, covenants restricting, subject to certain 
agreed exceptions, the ability of the Company and its restricted 
subsidiaries to: (i) pay dividends, redeem capital stock and make 
certain investments; (ii) make certain other restricted payments; (iii) 
create or permit to exist certain liens; and (iv) merge or consolidate 
with other entities. In addition, the Company’s Euro Medium Term 
Note programme is subject to a negative pledge covenant whereby 
the Company, Volvo Car Corporation and their material subsidiaries, 
subject to certain agreed exceptions, may not create or allow to 

exist any security interest to secure any indebtedness in the form of 
a bond, note, debenture, debenture stock, loan stock, certificate or 
other instrument which is, or is intended to be, listed, quoted or 
traded on any stock exchange or in any securities market or any 
guarantee issued by any person in respect of such indebtedness 
mentioned above.

Contingent liabilities
The following table sets forth Volvo Car Group’s contingent liabili-
ties as at the dates indicated:

As at 30 June 2021, save as disclosed in this section, Volvo Car 
Group did not have any other debt securities, borrowings, indebted-
ness, mortgages, contingent liabilities or guarantees.

Contractual obligations 
The following table sets forth Volvo Car Group’s contractual obliga-
tions and commitments as at 30 June 2021:

MSEK
No later than 

1 year

Later than  
1 year but  

no later than 
5 years

Later than  
5 years Total

Bank loans 5,547 2,533 238 8,318

Bonds 3,000 13,124 5,056 21,180

Total 8,547 15,657 5,294 29,498

Off-balance sheet arrangements
In addition to the contingent liabilities described above, Volvo Car 
Group has certain off-balance sheet commitments, such as volume 
commitments to suppliers, where Volvo Car Group is obligated to 
purchase a predefined minimum volume from component suppliers, 
regardless of any external factors that might affect demand. Volvo 
Car Group’s purchase obligation as at 30 June 2021 amounted to 
MSEK 1,177. As there has not been a triggering event and the risk of 
such commitments has been determined to be very remote, Volvo 
Car Group does not account for any contingent liabilities with 
respect to these commitments. With the exception of the unrecog-
nised commitments described in the preceding sentence, as at 
30 June 2021, Volvo Car Group does not have any material off-bal-
ance sheet arrangements. In addition to the foregoing, Volvo Car 
Group expects in the future to be able to offer its customers a new 
off-balance sheet financing solution in parallel to its existing off-bal-
ance sheet financing structure. For further information see, “Busi-
ness description–Commercial operations–Financing programmes”.

Quantitative and qualitative disclosure about market risk
Volvo Car Group is exposed to a variety of market risks arising from 
fluctuations in currency exchange rates, interest rates and com-
modity prices in the ordinary course of business. For a detailed 
description of Volvo Car Group’s market risk management policies, 
see “Note 20 – Financial Risks and Financial Instruments” on page 
F-50–F-61 in “Historical financial information”.

Critical accounting estimates and judgments
Volvo Car Group’s critical accounting policies are described in the 
notes to Volvo Car Group’s consolidated financial statements, see 
“Historical financial information”. In applying these policies, Volvo 
Car Group’s management uses its judgment to determine the 
appropriate assumptions to be used in the preparation of its finan-
cial statements. Estimates and assumptions may differ from future 
actual results. These estimates are based on Volvo Car Group’s pre-
vious experience, the terms of existing contracts, information avail-
able from other outside sources and other factors, as appropriate. 
Volvo Car Group periodically updates its estimates used in the 
preparation of the financial statements based on its latest assess-
ment of the current and projected business and general economic 
environment.

Volvo Car Group believes that the following accounting policies 
that involve management judgments and estimates, among others, 
are the most critical in order to understand and evaluate its 
reported financial results.

Revenue
Variable consideration. The inherent risk with regards to different 
forms of variable considerations is that recognised revenue has to 
be reversed in future periods as an effect of not allocating a correct 
part of the transaction price to the variable consideration part. As a 
direct effect of this, Volvo Car Group is prudent in the judgement of 
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variable considerations, in order to minimise the risk of reversal, that 
is, rather overstating the contract liabilities than overstating reve-
nue. Variable considerations could be paid out in the future or it 
could be reversed in the income statement.

Volume discounts. Cars may be sold with volume discounts 
based on aggregate sales over a 3–12 months period. Revenue 
from these sales is recognised based on the price specified in the 
contract, adjusted for volume discounts for the whole contract 
period. Accumulated historical experience is used to estimate and 
calculate the total discount. A contract liability is recognised for 
expected volume discounts to customers in relation to sales made 
until the end of the reporting period.

Residual value guarantees. Volvo Car Group is exposed to resid-
ual value risks, meaning that there is a potential loss for Volvo Car 
Group if the future market value of a used automobile is lower than 
the guaranteed value of the automobile according to the contract. 
This potential negative effect is recognised as a contract liability 
and the future market value of automobiles is monitored individually 
on a continuing basis. An estimate is made based on evaluating 
recent automobile auction values, future price deterioration due to 
expected change of market conditions, vehicle quality data and 
repair and reconditioning costs etc.

Repurchase commitment. Cars sold with a repurchase obligation 
are recognised in the balance sheet as assets under operating 
leases or inventories depending on the contract period. During the 
contract period there is risk for a potential loss for Volvo Car Group 
as the estimated value of the car is or might be lower than the mar-
ket value at the time. This potential negative effect is recognised as 
an increased depreciation or an impairment of the automobile. An 
estimate of the value of the automobile is therefore made based on 
recent car auction values, future price deterioration due to expected 
change of market conditions, vehicle quality data and repair and 
reconditioning costs etc. The value of the car in the balance sheet is 
adjusted if necessary, which could change the amount of deprecia-
tion in the future periods.

Leasing
IFRS 16 requires Volvo Car Group to make judgmental decisions 
when determining the lease term for contracts, especially for the 
leasing of buildings. Factors included in the determination of the 
lease term are if Volvo Car Group, as a lessee, have made invest-
ments to improve the asset or have tailored it for Volvo Car Group’s 
special needs and/or the importance of the underlying asset to 
Volvo Car Group’s operations.

Lease term. When determining the lease term, management has 
considered all facts and circumstances that create an economic 
incentive to exercise an extension option, or not exercise a termina-
tion option. The assessment is reviewed if a significant event or a 
significant change in circumstances occurs which affects this 
assessment.

Discount rate. Volvo Car Group has a process in place in order to 
determine the discount rate to be applied. It uses an applicable 
industrial yield curve and taking into consideration, for example, 
Volvo Car Group’s credit risk, adjustment for currency, lease term 
and economic environment.

Government grants
A government grant is recognised when there is reasonable assur-
ance that Volvo Car Group will comply with the conditions attached 
to the grant and that the grant will be received. Judgement includes 
assessing if Volvo Car Group is in compliance with the prerequisites 
in the contract or not and if there is a potential risk of repayment if 
these prerequisites are breached during the contract period.

Investments in joint ventures and associates
The critical judgement in terms of associates refer to situations 
where Volvo Car Group has voting power of less than 20 per cent 
but based on other facts and circumstances could have significant 
influence over a company. This could be based on the content of a 
shareholder agreement or other market-based assumptions and 
other relationship-based facts. The judgement that is made is 
whether Volvo Car Group, based on these identified facts and cir-
cumstances, could have significant influence. Volvo Car Group does 
not currently recognise any associate with a voting power of less 
than 20 per cent.

In terms of a joint venture, the judgement is whether facts and 
circumstances indicate that joint control really exists when other 
facts and circumstances are taken into consideration.

Deferred tax assets
The recognition of deferred tax assets requires assumptions to be 
made with regard to the level of future taxable income and the tim-
ing of recovery of deferred tax assets. These assumptions take into 
consideration forecasted taxable income. The measurement of 
deferred tax assets is subject to uncertainty and the actual result 
may diverge from judgements due to future changes in business cli-
mate, altered tax laws etc. An assessment is made at each closing 
date of the likelihood that the deferred tax asset will be utilised. If 
needed the carrying amount of the deferred tax asset will be 
altered. The judgements that have been made may affect net 
income both positively and negatively.

Intangible assets
Intangible assets with a definite useful life are amortised on a 
straight-line basis over their estimated useful lives. Management 
regularly reassesses the useful life of all significant assets. If cir-
cumstances change such that the estimated useful life has to be 
revised, additional amortisation expense could be the result in 
future periods. Assets with definite useful lives are only tested if 
there are any indications of impairment. Intangible assets with 
indefinite useful lives, i.e. trademark, goodwill, and other intangible 
assets not yet ready for use, are tested for impairment annually or 
when there are any indications of impairment.

An impairment test is made by calculating the asset’s or assets’ 
recoverable value. If the recoverable value is less than the carrying 
value, the asset is written down to its recoverable value. The recov-
erable value in the form of value in use, is based on discounted cash 
flow, where certain estimations must be made regarding future 
cash flows, required return on investments and other adequate 
assumptions. The estimated future cash flows are based on 
assumptions that represent management’s best estimate of the 
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economic conditions that will exist during the asset’s remaining life-
time and are based on internal business plans or forecasts. Future 
cash flows are determined on the basis of long-term planning, 
which is approved by management and which is valid at the date of 
preparation of the impairment test and this planning is based on 
expectations regarding future market share, the market growth as 
well as the products’ profitability.

Financial instruments
Accounting for financial instruments includes performing certain 
estimates and judgements, among others:

Applied business model with regards to the valuation of inter-
est-bearing instruments: The main purpose of holding interest bear-
ing assets is to collect contractual cash flows of interest and princi-
pal. Sales of receivables are not performed in that magnitude that 
the business model could be challenged. A majority of interest 
bearing assets will therefore be valued at amortised cost.

Derecognition of accounts receivable: Invoiced sales are in cer-
tain cases subject to contracts for factoring with a third party (bank 
or financial institution). If the criteria for de-recognition of accounts 
receivable are not fulfilled, the receivable remains recognised on the 
balance sheet.

Recognition of fair value changes with regards to holdings of 
equity instruments: Securities (holdings of for instance equity 
instruments) include unlisted securities where it is difficult to value 
them at fair value regularly. Therefore, they are revalued each time 
a transaction is performed and a current value is available.

Post-employment benefits
The value of defined benefit obligations is determined through actu-
arial calculations performed by independent actuaries. The calcula-
tions are based on different assumptions and estimates, for 
instance with regards to the discount rate, future salary increases, 
inflation, mortality rates and demographic conditions. Changes in 
these assumptions affect the calculated value of the post-employee 
benefits obligations. The discount rate, which is the most critical 
assumption, is based on market return on high-quality corporate or 
government bonds that are denominated in the currency in which 
the benefits will be paid and with maturities corresponding to the 
related pension liability. The discount rate for the Swedish pension 
obligation is determined by reference to mortgage bonds. A 
decrease in the discount rate increases the present value of 
post-employee benefits obligations while an increase in the dis-
count rate has the opposite effect.

Current and other non-current provisions
Provisions. The amount recognised as provision is the best estimate 
of the expenditure required to settle the present obligation at the 
balance sheet date. Provisions are regularly reviewed and adjusted 
as further information becomes available or circumstances change. 
If the effect of the time value of money is material, non-current pro-
visions are recognised at present value by discounting the expected 
future cash flows at a pre-tax rate reflecting current market assess-
ments of the time value of money. The discount rate does not 
reflect such risks that are taken into consideration in the estimated 

future cash flow. Revisions to estimated cash flows (both amount 
and likelihood) are allocated as operating cost. Changes to present 
value due to the passage of time and revisions of discount rates to 
reflect prevailing current market conditions are recognised as a 
financial cost.
Warranties. The recognition and measurement of provisions for 
product warranties is generally connected with estimates. Esti-
mated costs for product warranties are charged to cost of sales 
when the products are sold. Estimated warranty costs include con-
tractual warranty, warranty campaigns (recalls and buy-backs) and 
warranty cover in excess of contractual warranty or campaigns, 
which is accepted as a matter of policy or normal practice in order 
to maintain a good business relation with the customer. Warranty 
provisions are estimated based on historical claims statistics and 
the warranty period. Quality index improvements based on histori-
cal patterns have been reflected in all categories of warranty. 
Refunds from suppliers that decrease Volvo Car Group’s warranty 
costs are recognised to the extent these are considered to be virtu-
ally certain, based on historical experience.

Contingent liabilities
Legal proceedings. Companies within Volvo Car Group may at 
times be involved in legal proceedings. Such proceedings may 
cover a range of different matters in various jurisdictions. These 
include, but are not limited to, commercial disputes such as alleged 
breach of contract, insufficient supplies of goods or services, prod-
uct liability, patent infringement or infringement of other intangible 
rights. The various matters raised are often of a difficult and com-
plex nature and often legally complicated. It is therefore difficult to 
predict the final outcome of such matters. The companies within 
Volvo Car Group work closely with legal advisors and other experts 
in the various matters in each jurisdiction. A provision is made when 
it is determined that an adverse outcome is more likely than not and 
the amount of the loss can be reliably estimated. In instances where 
these criteria are not met, a contingent liability has been disclosed 
provided the risk qualifies as such liability.

Tax processes. Volvo Car Group is, like other global companies, 
at  times involved in tax processes of varying scope and in various 
stages. These tax processes are evaluated regularly and provisions 
are made when it is more likely than not that additional tax must be 
paid and the outcome can be reliably estimated. If it is not probable 
that the additional tax will be paid but the risk is more than remote, 
such amounts are disclosed as contingent liabilities.

Segment reporting
The regional organisation is not considered to constitute reporting 
segments. The main purpose of the regional organisation is to 
emphasise the responsibility for the regional market from a sales 
perspective, with an increased focus on sales with more direct 
involvement from the management of Volvo Car Group. All substan-
tial decisions regarding allocation of resources as well as the 
assessment of the performance is based on the group as a whole. 
The allocation of resources is not done by regions, but rather 
directly to individual markets. Therefore, Volvo Car Group is consid-
ered to have only one operating segment.
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Capitalisation and indebtedness
The tables below set forth Volvo Car Group’s capitalisation and 
interest-bearing net financial indebtedness as of 30 September 
2021 on an (i) actual basis and (ii) on an adjusted basis to reflect:
1. the New Issue of common shares of class B carried out by the 

Company as part of the Offering (assuming that the Offering 
Price will correspond to the bottom of the Price Range) (see 
“Shares and share capital–Share capital structure amendments 
in connection with the Offering, etc.–The New Issue of common 
shares of class B as part of the Offering”);

2. the issue in kind of common shares of class B in the Company 
against payment in the form of shares in the subsidiary Volvo Car 
Corporation in order to exchange shares held in Volvo Car Corpo-
ration by a number of current and former members of the EMT 
and the Board, as a consequence of their participation in a previ-
ous investment programme in Volvo Car Corporation, for shares 
in the Company (the “Issue in Kind”) (assuming that the Offering 

Capitalisation, indebtedness and other 
 financial information

Price will correspond to the bottom of the Price Range) (see 
“Shares and share capital–Share capital structure amendments 
in connection with the Offering, etc.–Other changes to the share 
capital structure in conjunction with the Offering–Issue in Kind 
to exchange shares in Volvo Car Corporation for shares in the 
Company” and ”–Share-based investment and incentive pro-
grammes, etc.–Previous share-based investment programme in 
Volvo Car Corporation”); and

3. the redemption of preference shares of class C in the Company 
through a reduction of the Company’s share capital, the bonus 
issue carried out to restore the share capital following said reduc-
tion, and a directed issue of new common shares of class B to the 
Preference Shareholders1 (assuming that the Offering Price will 
correspond to the bottom of the Price Range) (see “Shares and 
share capital–Share capital structure amendments in connection 
with the Offering, etc.–Changes relating to the Preference 
Shares”).

Capitalisation

30 September 
2021 

Actual

Adjustments 
attributable to 

the New Issue1) 

Adjustments  
attributable to  

the Issue in Kind2)

Adjustments  
attributable to the 

redemption of pref-
erence shares, the 

bonus issue and the 
directed share issue 

to the Preference 
Shareholders3)

30 September 
2021 

AdjustedMSEK

Total current debt 
(including current portion of non-current debt)4) 8,450 8,450

Guaranteed5) – –

Secured6) – –

Unguaranteed/unsecured7) 8,450 8,450

Total non-current debt 
(excluding current portion of non-current debt)8) 20,880 20,880

Guaranteed5) – –

Secured6) – –

Unguaranteed/unsecured7) 20,880 20,880

Shareholder equity 71,871 25,000 91 316 97,278 

Share capital 51 10 0 2 63

Legal reserve(s) 19,949 24,990 91 314 45,345 

Other reserves9) 51,871    51,871 

Total 101,201 25,000 91 316 126,608 

1) Given the abovementioned assumption, the New Issue will increase the Company’s share capital by MSEK 10 through the issuance of 471,698,113 new common 
shares of class B, each with a quota value of SEK 0.0204555176, at a subscription price of SEK 53 per share. The share premium in the New Issue will increase the 
Company’s share premium reserve by MSEK 24,990 before transaction costs.
2)  Given the abovementioned assumption, the Issue in Kind entails that the Company’s share capital will increase by SEK 35,222 through the issuance of 1,721,903  
new common shares of class B, each with a quota value of SEK 0.0204555176, at a subscription price of SEK 53 per share. The share premium in the Issue in Kind 
will increase the Company’s share premium reserve by MSEK 91. 
3)  Given the abovementioned assumption, the redemption of preference shares of class C in the Company entails that the Company’s share capital will be reduced 
by MSEK 1 and that the Company’s unrestricted equity will be reduced by MSEK 5,010. The bonus issue entails that the Company’s share capital will increase by 
MSEK 1 through a corresponding amount being transferred from the Company’s unrestricted equity. The directed share issue to the Preference Shareholders entails 
that the Company’s share capital will increase by MSEK 2 through the issuance of 100,443,786 new common shares of class B, each with a quota value of  
SEK 0.0204555176, at a subscription price of SEK 53 per share. The share premium in the directed share issue to the Preference Shareholders will increase the 
Company’s share premium reserve by MSEK 5,321.
4) Total current debt consists of current bonds and current liabilities to credit institutions.
5)  Debt guaranteed by subsidiaries within the Group is not included in this item. 
6) The secured debt consists of property mortgages where properties have been pledged and included in the line-item liabilities to credit institutions.
7)  The unguaranteed/unsecured debt consist of liabilities to credit institutions and bonds.
8) Total non-current debt consists of non-current bonds and non-current liabilities to credit institutions.
9) Includes net income for the first nine months of 2021 of MSEK 11,919, of which MSEK 1,488 was attributable to non-controlling interests.

1) Folksam and AMF.
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Net financial indebtedness1)

30 September  
2021 

Actual

Adjustments 
attributable to 

the New Issue2)

Adjustments  
attributable to  

the Issue in Kind3)

Adjustments  
attributable to the 

redemption of pref-
erence shares, the 

bonus issue and the 
directed share issue 

to the Preference 
Shareholders4)

30 September 
2021 

AdjustedMSEK

(A) Cash 36,197 25,000 61,197

(B) Cash equivalents5) 5,209 5,209

(C) Other current financial assets6) 890 890

(D) Liquidity (A)+(B)+(C) 42,296 25,000 67,296

(E) Current financial debt  
(including debt instruments, but excluding current  
portion of non-current financial debt)7) 7,068 7,068

(F) Current portion of non-current financial debt8) 1,382 1,382

(G) Current financial indebtedness (E)+(F) 8,450 8,450

(H) Net current financial indebtedness (G)-(D) -33,846 -25,000 -58,846

(I) Non-current financial debt  
(excluding current portion and debt instruments)9) 2,698 2,698

(J) Debt instruments10) 18,182 18,182

(K) Non-current trade and other payables – –

(L) Non-current financial indebtedness (I)+(J)+(K) 20,880 20,880

(M) Total financial indebtedness: (H)+(L) -12,966 -25,000 -37,966

1)  The financial debt does not include any liabilities related to leases. 
2)  Given the abovementioned assumption, the New Issue will entail that Volvo Car Group will raise MSEK 25,000 before transaction cost through the issuance of 
471,698,113 new common shares of class B at a subscription price of SEK 53 per share.
3) As the Issue in Kind will be made against payment in the form of shares in the subsidiary Volvo Car Corporation, it will not affect Volvo Car Group’s net financial 
indebtedness.
4) Together, the redemption of preference shares of class C in the Company through a reduction of the Company’s share capital, the bonus issue and the directed 
share issue to the Preference Shareholders will not affect Volvo Car Group’s net financial indebtedness.
5)  Comprises marketable securities, commercial papers and bank acceptance drafts.
6)  Comprises financial instruments recorded at fair value through the income statement.
7) Comprises current liabilities to credit institutions and current bonds, excluding current portion of non-current financial debt.
8)  Comprises current portion of non-current liabilities to credit institutions and non-current bonds.
9) Comprises non-current liabilities to credit institutions.
10) Comprises non-current bonds.

Contingent liabilities
As of 30 September 2021, Volvo Car Group’s contingent liabilities (guarantees and commitments that arose in the normal business activities) 
amounted to MSEK 548 (see also “Operating and financial review–Indebtedness–Contingent liabilities”).
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Board of directors,  
executive management and auditor

Board of Directors
According to the Company’s Articles of Association, the Board of 
Directors shall be comprised of not less than three and not more 
than twelve members, with no deputies, elected by the sharehold-
ers at the General Meeting. In addition and by law, employee organ-
isations are entitled to appoint employee representatives.  

The Board of Directors currently comprises twelve members 
elected by the Annual General Meeting 2021 for a term of office 
extending until the close of the Annual General Meeting 2022 and 
two members and two deputy members appointed by employee 
organisations.1

Name Position

Board 
member 
since

Independ-
ent in rela-
tion to the 
Company 
and the 
Executive 
Manage-
ment Team

Independ-
ent in rela-
tion to the 
Company’s 
major 
share-
holders

Audit  
Committee

People and 
Sustain-
ability 
 Committee

Product 
Strategy 
and Invest-
ment 
 Committee

Commercial 
Transforma-
tion 
 Committee

Shareholding after 
the Offering1)

Eric Li Chairperson 2010 No No 2,355,371,9012)

Lone Fønss Schrøder Vice Chairperson 2010 Yes No Chair-
person

24,1734)

Betsy Atkins Member 2016 Yes Yes Member Member 9,2974)

Michael Jackson Member 2018 Yes Yes Member Chair-
person

9,7624)

Thomas Johnstone Member 2015 Yes Yes Chair-
person

Member 5,4634)

Daniel Li Member 2012 Yes No Member –

Diarmuid O’Connell Member 2021 Yes Yes 1,1624)

Håkan Samuelsson Member,  
President and CEO

2010 No Yes Member 1,322,5293) 5)

Jonas Samuelson Member 2020 Yes Yes Member 2,5304)

Lila Tretikov Member 2021 Yes Yes 1,1624)

Winfried Vahland Member 2019 Yes Yes Chair-
person

8,3674)

Xingsheng (Jim) Zhang Member 2018 Yes Yes Member Member 40,3333) 4)

Glenn Bergström Member* 2009 – – 3844)

Jörgen Olsson Member* 2016 – – 4024)

Anna Margitin Deputy member* 2017 – – 2134)

Björn Olsson Deputy member* 2010 – – 2134)

*)  Employee representative
1)  Own holdings and holdings of related persons and affiliated companies after the Offering. 
2)  Based on the assumption that the Offering Price corresponds to the midpoint of the Price Range, that the Overallotment Option is fully exercised and that the 
Offering is fully increased. Based on the assumption that the Offering Price corresponds to the midpoint of the Price Range, that the Overallotment Option is not 
 exercised and that the Offering is not increased, the shareholding will amount to 2,500,000,000 shares. For further information, see “Shares and share capital–
Ownership structure”.
3)  Based on the assumption that any shares held in Volvo Car Corporation will be contributed to the Company in exchange for newly issued common shares of class B 
in the Company in connection with the Offering (see “Shares and share capital–Share-based investment and incentive programmes, etc.–Previous share-based 
investment programme in Volvo Car Corporation”).
4)  Includes shares to be acquired for the Board One-Off Payment, based on the assumptions set out in “Corporate governance–Board of Directors– Compensation  
to the Board of Directors–One-off payment to the Board of Directors”.
5)  Includes shares to be acquired for the Management One-Off Payment, based on the assumptions set out in “Corporate governance–CEO and the Executive  
Management Team–Remuneration to the Executive Management Team–One-off payment to the Executive Management and other senior executives”.

1) The employee organisation IF Metall has informed the Company that it 
intends to appoint Adrian Avdullahu as employee representative, taking effect 
from November 2021. 
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Eric Li (Li Shufu)
Born 1963. Chairperson and member 
of the Board since 2010.
Education and professional  
experience: Bachelor’s Degree in 
Management Engineering from the 
Harbin University of Science and Tech-
nology, China. Master’s Degree in 
Mechanical Engineering from the  
Yanshan University, China. Former 

CEO of Zhejiang Geely Holding Group Co. Ltd.
Principal activities outside of Volvo Car Group: Board assign-
ments. Founder of Zhejiang Geely Holding Group Co. Ltd.
Current Board assignments and similar: Chairman of the Board of 
Zhejiang Geely Holding Group Co. Ltd, Geely Technology Group Co. 
Ltd, Zhejiang Geely New Energy Commercial Vehicles Group Co. 
Ltd, Geely Talents Development Group Co. Ltd, and smart Automo-
bile Co. Ltd. Member of the Board of Geely Group Limited, Geely 
Auto Group Co. Ltd, Geely Sweden Holdings AB and Polestar  
Automotive Holding Limited.
Previous Board assignments and similar (past five years):  
Board member of Sanya Oriental Tourism Co. Ltd.
Not independent in relation to the Company and Executive  
Management Team nor the Company’s major shareholders.

Lone Fønss Schrøder
Born 1960. Vice Chairperson of the 
Board since 2018 and Board member 
since 2010. Chairperson of the Audit 
Committee.
Education and professional  
experience: Master of Laws from the 
University of Copenhagen, Denmark. 
Master of Science in Economics and 
Business Administration from Copen-

hagen Business School, Denmark. Studies in Aviation and Insur-
ance Law at the London Polytechnics (now University of Westmin-
ster), United Kingdom. Studies in Blockchain at MIT Sloan School 
of Management, United States. Studies in Management at IMD 
Business School, Switzerland. More than 20 years of experience 
from various senior positions at A.P. Möller Maersk A/S. Former 
President and CEO of Wallenius Lines. Previous experience as  
senior advisor at Credit Suisse.
Principal activities outside of Volvo Car Group: CEO of  
Concordium AG.
Current Board assignments and similar: Vice Chairman of the 
Board of Akastor ASA, Board member of Aker Solutions ASA, Aker 
Horizons ASA, Queen’s Gambit Growth Capital (SPAC), Geely 
Sweden Holdings AB and CSL Group, Inc. Member of the supervi-
sory Board of INGKA Holding B.V. Member of the EMEA advisory 
Board of ServiceNow, Inc. Owner of Engelberg Zug Financial Group 
AG, Cashworks AG and Fredlyst Aps.
Previous Board assignments and similar (past five years):  
Chairman of the board of Saxo Bank A/S. Board member of Valmet 
Oyj, Bilfinger SE. 
Independent in relation to the Company and Executive Manage-
ment Team, but not in relation to the Company’s major share-
holders.

Betsy Atkins
Born 1953. Board member since 
2016. Member of the People and Sus-
tainability Committee and the Product 
Strategy and Investment Committee.
Education and professional  
experience: Bachelor’s Degree in  
Liberal Arts from the University of 
Massachusetts, United States.
Principal activities outside of Volvo 

Car Group: Founder of Baja Group.
Current Board assignments and similar: Board member of Wynn 
Resorts Ltd. and SL Green Realty Corp.
Previous Board assignments and similar (past five years):  
Board member of JAMF Holding Corp, Schneider Electric SA,  
Cognizant Technology Solutions Corp, Covetrus, Inc. and HD  
Supply Holdings, Inc.
Independent in relation to the Company and Executive Manage-
ment Team as well as the Company’s major shareholders.

Michael Jackson
Born 1962. Board member since 
2018. Chairperson of the Commercial 
Transformation Committee and  
member of the Audit Committee.
Education and professional  
experience: Bachelor of Science 
(Hon) in Electrical and Electronic  
Engineering from the University  
College London, United Kingdom.  

Previous experience includes various positions with Digital Mobile 
Communications, Motorola, NKT and Tele2. Former COO of Skype 
and Partner at Mangrove Capital Partners.
Principal activities outside of Volvo Car: Specialist consultant to 
various early and growth stage technology companies and Board 
assignments in large companies.
Current Board assignments and similar: Board member of Infiniq 
Europe SA and Kneip Communications SA. Member of the Supervi-
sory Board of Luminor Bank AS.
Previous Board assignments and similar (past five years):  
Board member of AXA Insurance Plc, Blockchain Luxembourg S.A., 
Echobox UK Ltd., Churchdesk A/S, Architas Investments Ltd and 
AXA Health Plc.
Independent in relation to the Company and Executive Manage-
ment Team as well as the Company’s major shareholders.
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Thomas Johnstone
Born 1955. Board member since 2015. 
Chairperson of the People and Sus-
tainability Committee and member of 
the Product Strategy and Investment 
Committee.
Education and professional  
experience: Master of Arts from the 
University of Glasgow, United King-
dom. Honorary Doctorate in Bachelor 

of Arts from the University of South California, United States.  
Honorary Doctorate in Science from Cranfield University, United 
Kingdom. Previous experience from several positions within the 
SKF Group, such as President and CEO.
Principal activities outside of Volvo Car Group: Board assign-
ments.
Current Board assignments and similar: Chairman of the Board of 
Husqvarna AB, Combient AB, Collegial AB, Wärtsilä Oyj Abp, The 
British Swedish Chamber of Commerce, The English School in 
Gothenburg and Tom J Consulting AB. Board member of Northvolt 
AB and Investor AB.
Previous Board assignments and similar (past five years):  
Board member of Frölunda Hockey Utveckling AB and Hedens 
Invest i Göteborg AB.
Independent in relation to the Company and Executive Manage-
ment Team as well as the Company’s major shareholders.

Daniel Li (Li Donghui)
Born 1970. Board member since 2012. 
Member of the Audit Committee.
Education and professional  
experience: Bachelor of Philosophy 
from the Renmin University of China. 
Master of Management Engineering 
from the Beijing Institute of Machinery 
Industry, China. Master of Business 
Administration from the Kelly School 

of Business at Indiana University, United States. Previously VP and 
CFO of Zhejiang Geely Holding Group Co. Ltd. Previous experience 
from key accounting, financing and corporate management posi-
tions, such as CFO and General Manager of several companies, 
including Guanxi Liugong Machinery Co. Ltd, China Academy of 
Post and Telecommunication, Cummins Inc., BMW Brilliance Auto-
motive Ltd., ASIMCO Braking System (Guangzhou) Co. Ltd. and 
ASIMCO Braking System (Zhuhai) Co. Ltd.
Principal activities outside of Volvo Car Group: CEO of Zhejiang 
Geely Holding Group Co. Ltd. 
Current Board assignments and similar: Chairman of the Board of 
Lotus Group International Limited. Board member of Saxo Bank 
A/S, Proton Holdings Berhad, Polestar Automotive Holding Limited 
and Lynk & Co Investment Co., Ltd. Independent Board member of 
YTO Express (International) Holdings Ltd.
Previous Board assignments and similar (past five years):  
Independent Board member of China CYTS Tours Holding Co. Ltd.
Independent in relation to the Company and Executive Manage-
ment Team, but not in relation to the Company’s major share-
holders.

Diarmuid O’Connell
Born 1963. Board member since 
2021. 
Education and professional  
experience: Bachelor of Arts in  
History and Government from Dart-
mouth College, United States. Master 
of Arts in Foreign Policy and Political 
Economy from the University of Vir-
ginia, United States. MBA in Strategy 

and Finance from Kellogg Graduate School of Management, United 
States. Studies in marketing from McCann School of Business & 
Technology, United States. Previous experience from Accenture 
Consulting, Real Time Learning, Young & Rubicam and the U.S 
Department of State. Several executive roles at Tesla. Member of 
the Executive team of Fair Financial Corp. Energy/Mobility  
Consulting for Antin Infrastructure Partners.
Principal activities outside of Volvo Car Group: Energy consulting 
for Norsk Hydro ASA.
Current Board assignments and similar: Member of the Super-
visory Board of Albemarle Corp, Dana Inc. Technology and Energy 
Transition Corporation and Mobility House AG.
Previous Board assignments and similar (past five years): –
Independent in relation to the Company and Executive Manage-
ment Team as well as the Company’s major shareholders.

Håkan Samuelsson
Born 1951. Board member, President 
and CEO. Board member since 2010. 
Member of the Product Strategy and 
Investment Committee.
See “–Executive Management” below.
Independent in relation to the Compa-
ny’s major shareholders, but not in 
relation to the Company and Executive 
Management Team.

Jonas Samuelson
Born 1968. Board member since 
2020. Member of the Commercial 
Transformation Committee.
Education and professional  
experience: Master of Science in  
Economics and Business Administra-
tion from the School of Business,  
Economics and Law at the University 
of Gothenburg, Sweden. Previous 

experience from finance in various roles at Saab Automobile AB and 
General Motors Corporation. Former CFO at Munters AB and CFO, 
COO and CEO Major Appliances EMEA at AB Electrolux.
Principal activities outside of Volvo Car Group: CEO at AB  
Electrolux.
Current Board assignments and similar: Board member of AB 
Electrolux, Axel Johnson AB and Ideella Föreningen Teknikföreta-
gen i Sverige.
Previous Board assignments and similar (past five years): Board 
member of Polygon AB.
Independent in relation to the Company and Executive Manage-
ment Team as well as the Company’s major shareholders.
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Lila Tretikov
Born 1978. Board member since 2021. 
Education and professional  
experience: Studies in Computer  
Science at the University of California 
Berkeley, United States. Studies at 
SAAD School of Business, University 
of Oxford, United Kingdom. Previously 
CEO of Engie SA, Terrawatt Initiative 
and Wikimedia Foundation. Previous 

experience includes several senior positions within SugarCRM Inc., 
Software General Manager of Evolving Systems Inc., Digital  
General Manager of Bank of America and founder of GrokDigital.
Principal activities outside of Volvo Car Group: Corporate VP and 
Deputy CTO of Microsoft.
Current Board assignments and similar: Board member of Xylem 
Inc., Onfido Limited, Affinifi and Cervest Limited. Member of the 
Advisory Board of Capgemini SE. Founder and Board member of 
nam.R S.A. 
Previous Board assignments and similar (past five years): –
Independent in relation to the Company and Executive Manage-
ment Team as well as the Company’s major shareholders.

Winfried Vahland
Born 1957. Board member since 2019. 
Chairperson of the Product Strategy 
and Investment Committee.
Education and professional  
experience: Master’s Degree in 
Mechanical Engineering and Business 
Administration from Technical Univer-
sity THD Darmstadt, Germany, Master 
of Business Administration from GMI 

Engineering & Management Institute, Michigan, United States, 
Advisory Professor Shanghai Tongji University, China. Honorary 
Doctorate in Economics from the University of Economics in 
Prague, Czech Republic. Honorary Doctorate in Mechanical  
Engineering from Dalian University of Technology, China. Previous 
experience from several positions within Volkswagen Group, such 
as CEO and President of Volkswagen Group China and Executive 
VP in Finance and Strategy of Volkswagen America do Sul, São 
Paulo, Brazil, Former Chairman of the Executive Board of Skoda 
Auto, Czech Republic. Several years of experience from General 
Motors in the United States and Germany as Head of Project  
Controlling, Adam Opel AG, Rüsselsheim/Zürich.
Principal activities outside of Volvo Car Group: Board assign-
ments.
Current Board assignments and similar: Chairman of the Super-
visory Board of Eldor Corporation S.p.A. and EuroCar AG. Board 
member of Proton Holdings Berhad. Member of the Supervisory 
Board of Vibracoustic SE.
Previous Board assignments and similar (past five years): –
Independent in relation to the Company and Executive Manage-
ment Team as well as the Company’s major shareholders.

Xingsheng (Jim) Zhang
Born 1955. Board member since 
2018. Member of the People and Sus-
tainability Committee and the Com-
mercial Transformation  Committee.
Education and professional  
experience: University Certificate in 
Telecom Engineering and Bachelor’s 
Degree in Modern Communication 
from Beijing University of Posts &  

Telecommunications, China. Master of Business Administration 
from BI Norwegian School of Management, Norway. Master’s 
Degree in Infocom Business Management from the School of  
Management at Fudan University, China. Several years of experi-
ence within engineering and telecom as former Engineer at Beijing 
Long Distance Telecom Office, Deputy Manager at China Telecom 
Construction Corporation and Executive VP and Chief Marketing 
Officer at Ericsson (China). Previous experience within investment 
as President and CEO of Asiainfo Holdings, Inc. and Chairman of 
Beijing Link Capital Investment Co. Ltd. Former Managing Director 
of North Asia Region at the global environmental organisation The 
Nature Conservancy.
Principal activities outside of Volvo Car Group: Founding partner 
of Daotong Investment Co., Ltd. and Haiying Capital.
Current Board assignments and similar: Chairman of Forever Nature 
Capital Foundation. Board member of ECARX Technology Co., Ltd.
Previous Board assignments and similar (past five years): –
Independent in relation to the Company and Executive Manage-
ment Team as well as the Company’s major shareholders.

Glenn Bergström
Born 1955. Board member since 
2009. Representative of IF Metall.
Education and professional  
experience: Upper secondary school 
education. Chairman of IF Metall, 
Volvo Car Group.
Principal activities outside of Volvo 
Car Group: –
Current Board assignments and  

similar: Chairman of the Board of VFF Pension Tjänstepensions-
förening.
Previous Board assignments and similar (past five years): –

Jörgen Olsson
Born 1968. Board member since 
2016. Representative of Unionen.
Education and professional  
experience: Upper secondary school 
education. Chairman of Unionen,  
Volvo Car Group.
Previous Board assignments and 
similar (past five years): – 

Current Board assignments and  similar: –
Previous Board assignments and similar (past five years): 
Employee representative of the Board of Volvo Bil i Göteborg AB.
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Anna Margitin
Born 1969. Deputy Board member 
since 2016. Representative of Akade-
mikerna.
Education and professional  
experience: Master in Physics and 
Electrical engineering from the Univer-
sity of Gothenburg, Sweden. Executive 
MBA Business and Law from the 
School of Business, Economics and 

Law at the University of Gothenburg, Sweden. Previous experience 
from several positions within Volvo Car Group, such as Chief Pro-
gram Engineer, Senior Director Business Quality, Senior Director 
Current Model Quality and Senior Director Customer Service.
Principal activities outside of Volvo Car Group: Group Chairman 
Akademikerna, Volvo Car Group.
Current Board assignments and similar: –
Previous Board assignments and similar (past five years): –

Björn Olsson
Born 1963. Deputy Board member since 
2010. Representative of IF Metall.
Education and professional  
experience: Upper secondary school 
education. Several years of experience 
as a union representative.
Principal activities outside of Volvo 
Car Group: Union representative of IF 
Metall.

Current Board assignments and similar: –
Previous Board assignments and similar (past five years): –

XC40 RECHARGE
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Executive Management

Name Position/Area of responsibility
Member of Executive 
Management since

Employed within 
Volvo Car Group 
since

Shareholding after 
the offering1)

Håkan Samuelsson President and CEO 2012 2012 1,322,5292) 3)

Björn Annwall Chief Financial Officer 2015 2015 139,5462) 3)

Henrik Green Product Creation 2016 1996 84,4032) 3)

Maria Hemberg General Counsel, Legal & Corporate Governance 2012 2012 45,6652) 3)

Lex Kerssemakers Commercial Operations 20044) 1984 20,5693)

Anders Gustafsson Americas 2017 2009 32,0972)

Arek Nowinski*) EMEA 2021 2004 13,8533)

Xiaolin Yuan APAC 2017 2010 –

Javier Varela Engineering and Operations 2016 2016 81,5212) 3)

Hanna Fager Corporate Functions 2016 2002 42,7632) 3)

Olivia Ross-Wilson*) Communication 20215) 2021 –

*) Does not report to the CEO.
1) Own holdings and holdings of related persons and affiliated companies after the Offering. 
2) Based on the assumption that any shares held in Volvo Car Corporation will be contributed to the Company in exchange for newly issued common shares of class 
B in the Company in connection with the Offering (see “Shares and share capital–Share-based investment and incentive programmes, etc.–Previous share-based 
investment programme in Volvo Car Corporation”).
3) Includes shares to be acquired for the Management One-Off Payment, based on the assumptions set out in “Corporate governance–CEO and the Executive 
Management Team–Remuneration to the Executive Management Team–One-off payment to the Executive Management and other senior executives”.
4) With a disruption of approximately two years during which Lex Kerssemakers was President of Volvo Car Overseas Corporation AB and not part of the Executive 
Management.
5) Employment starts in December 2021.

Håkan Samuelsson
Born 1951. Board member, President 
and CEO. Board member since 2010, 
and President and CEO since 2012.2 
Member of the Product Strategy and 
Investment Committee.
Education and professional  
experience: Master of Science in 
Mechanical Engineering from KTH 
Royal Institute of Technology, Sweden. 

Former CEO of MAN AG. Previous experience from management 
positions at Scania Group.
Current Board assignments and similar: Chairman of the Board  
of Polestar Automotive Holding Limited. Board member of Ideella 
föreningen Teknikarbetsgivarna i Sverige, Ideella föreningen 
Teknikföretagen i Sverige and Lynk & Co Investment Co., Ltd.  
Deputy Board member of Volvo Trademark Holding Aktiebolag.
Previous Board assignments and similar (past five years): Board 
member of AB Volvo, China-Euro Vehicle Technology Aktiebolag, 
Zenuity AB and Lynk & Co Europe AB. Chairman of the Board of 
Polestar Performance AB and Polestar Holding AB.

2) Håkan Samuelsson’s contract as President and CEO of the Company expires 
on 31 December 2022.

Björn Annwall
Born 1975. CFO since 2021. 
Education and professional  
experience: Master of Science in  
Economics and Business Administra-
tion from Stockholm School of Eco-
nomics. Previously Senior Partner at 
McKinsey & Co. Previous experience 
from several positions within Volvo Car 
Group, including head of EMEA and 

Senior VP for Marketing, Sales and Service.
Current Board assignments and similar: Board member of AB 
Twenty Forty.
Previous Board assignments and similar (past five years): Board 
member of Zenuity AB.



BOARD OF DIRECTORS, EXECUTIVE MANAGEMENT AND AUDITOR

INVITATION TO ACQUIRE SHARES IN VOLVO CAR AB (PUBL)  153

Anders Gustafsson
Born 1968. Head of Americas since 
2017. 
Education and professional  
experience: Executive Business  
Management from the School of  
Business, Economics and Law at the 
University of Gothenburg, Sweden. 
Business Management from IHM 
Business School, Sweden. Studies at 

Hult International Business School and MiL Institute Stockholm. 
Previous experience from several positions within Volvo Car Group, 
such as Senior VP EMEA, President of Volvo Car Sverige AB and 
Deputy President & Sales Director Nordic of Volvo Car Sverige AB. 
Former CEO at Hertz First Rent a Car AB.
Current Board assignments and similar: Deputy Board member 
of Volvofinans Bank AB. Board member of the Swedish-American 
Chamber of Commerce. 
Previous Board assignments and similar (past five years): Board 
member of VH System AB.

Arek Nowinski
Born 1976. Head of EMEA since 2021. 
Education and professional  
experience: Master of Arts in Finance 
and Banking from Warsaw School of 
Economics, Poland. Master of Science 
in International Finance and Invest-
ment from the University of Derby, 
United Kingdom. Fellow of the Associ-
ation of Certified Chartered Account-

ants (ACCA). Previously Managing Director of Volvo Cars Poland 
and Head of EMEA Product and Consumer Offer. Previous experi-
ence from the financial sector as consultant at KPMG. 
Current Board assignments and similar: –
Previous Board assignments and similar (past five years): –

Xiaolin Yuan
Born 1969. Head of APAC since 2017. 
Education and professional  
experience: Bachelor of Arts from 
China Foreign Affairs University, China. 
Bachelor of Laws from China Foreign 
Affairs University, China. Executive 
MBA from Tsinghua University, China. 
Previous experience from several posi-
tions within Volvo Car Group, such as 

Deputy Senior VP Asia Pacific, President of China Operations, and 
Head of Chairman’s Office.
Current Board assignments and similar: –
Previous Board assignments and similar (past five years): –

Henrik Green
Born 1973. Head of Product Creation 
since 2019. 
Education and professional  
experience: Master of Science in 
Computer Engineering from Chalmers 
University of Technology, Sweden. 
Previous experience from several posi-
tions within Volvo Car Group, such as 
Senior VP for Research and Develop-

ment, Senior VP for Operations Planning and Customer Service, VP 
for Product Strategy and Vehicle Line Management and VP for 
Vehicle Line Management Volvo Cars 40-series.
Current Board assignments and similar: Chairman of the Board of 
GV Technology Sweden AB. 
Previous Board assignments and similar (past five years): 
 Chairman of the Board of Zenuity AB. Board member of Polestar 
Holding AB.

Maria Hemberg
Born 1964. General Counsel, Head of 
Group Legal and Corporate Govern-
ance since 2012. 
Education and professional  
experience: Master of Laws (LL.M.) 
from Lund University, Sweden. Previ-
ously legal counsel at AB SKF, lawyer 
and Senior Associate at Mannheimer 
Swartling Advokatbyrå and legal  

counsel at SCA Hygiene Products AB.
Current Board assignments and similar: –
Previous Board assignments and similar (past five years): Board 
member of Sweden-China Trade Council Ekonomisk förening. Dep-
uty Board member of Lars & Christine Larsson Affärsutveckling AB.

Lex Kerssemakers
Born 1960. Head of Commercial  
Operations since 2020. 
Education and professional  
experience: Degree in Automotive 
Business Management from IVA  
Driebergen Business School,  
Netherlands. Degree in Marketing 
Management from the University of 
Eindhoven, Netherlands. Global Lead-

ership Program Senior Management Ford Motor Company. Previ-
ous experience from several positions within Volvo Car Group, such 
as Senior VP Direct Consumer Business, Senior VP EMEA & Global 
Commercial Operations, Senior VP Americas and CEO & President 
Volvo Cars North America, Senior VP Product Strategy & Vehicle 
Line Management, President Volvo Car Overseas Corporation and 
Senior VP Brand, Business & Product Strategy.
Current Board assignments and similar: Board member of  
Volvofinans Bank AB and World of Volvo AB. 
Previous Board assignments and similar (past five years): –
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Javier Varela
Born 1964. Head of Engineering and 
Operations since 2016. 
Education and professional  
experience: Industrial engineering 
from the University of Vigo, Spain.  
Former President and CEO of PSA 
Peugeot Citroën Argentina and several 
senior positions within the PSA Group, 
such as Industrial Strategy Coordina-

tor, President and CEO of PSA Argentina and Executive VP for  
Toyota Peugeot Citroën Automobile’s operations in Czech Republic.
Current Board assignments and similar: Board member of GV 
Technology Sweden AB.
Previous Board assignments and similar (past five years): –

Hanna Fager
Born 1975. Head of Corporate  
Functions since 2020. 
Education and professional  
experience: Bachelor of Science in 
Human Resource Development, 
Labour Relations from University 
West, Sweden. Studies in labour law 
and EU law at Halmstad University. 
Previous experience from several  

positions within Volvo Car Group, such as Senior Director HR  
Marketing, Sales & Services, VP HR, Centre of Expertise and VP 
Employee & Benefits.
Current Board assignments and similar: Deputy Board member 
of Fager & Fager AB and Independent Interior Group Sweden AB.
Previous Board assignments and similar (past five years): –

Olivia Ross-Wilson
Born 1977. Head of Communication 
from December 2021. 
Education and professional  
experience: Diploma in Business 
Management from East Sydney  
College, Australia. Member of the  
Page Society. IKEA New Leadership 
programme. Financial Markets Foun-
dation Qualification (FMFQ) course. 
Global Communication Manager and 

member of the executive leadership team of Ingka Group (IKEA 
Retail, Ingka Centres and Ingka Investments). Previous experience 
includes various communication, brand positioning and marketing 
roles, such as Global Sustainability Communication Manager at 
IKEA, Communication Director at Clinton Foundation, PR Manager 
at Marks & Spencer Group Plc and Account Director at Ketchum 
Inc. 
Current Board assignments and similar: –
Previous Board assignments and similar (past five years): –

Other information concerning the Board of Directors and the 
Executive Management 
All members of the Board of Directors and the Executive Manage-
ment can be reached through the Company’s address (SE-405 31 
Gothenburg, Sweden). 

There are no family relationships between any of the members of 
the Board of Directors and/or the Executive Management. No 
member of the Board of Directors or the Executive Management 
has been convicted in any case involving fraudulence during the 
past five years. None of them have been involved in any bankruptcy, 
receiverships or liquidation during the past five years in the capacity 
of a member of administrative, management or supervisory bodies 
or a senior executive. No official public incrimination and/or sanc-
tions have been issued by statutory or regulatory authorities 
(including designated professional bodies) during the past five years 
against any of the members of the Board of Directors or the Execu-
tive Management. Nor, during the past five years, has any member 
of the Board of Directors or the Executive Management been dis-
qualified by a court from acting as a member of the administrative, 
management or supervisory bodies of a company or from acting in 
the management or conduct of the affairs of any issuer.

Eric Li holds 91 per cent of the shares and votes in Geely Holding, 
and is also the beneficial owner of other companies within the Geely 
ecosystem. In addition, Daniel Li is CEO of Geely Holding, and Xing-
sheng (Jim) Zhang is a Board member of ECARX (which is part of the 
Geely ecosystem). See also “Risk factors–Risks related to the Com-
pany’s shares and the Offering–The Principal Shareholder can exert 
considerable control over the Group” and “Corporate governance–
Board of Directors–Related Party Business Office”.

Håkan Samuelsson, Henrik Green and Maria Hemberg indirectly 
hold shares in Volvo Car Group’s strategic affiliate Polestar (see 
“Shares and share capital–Share Share-based investment and 
incentive programmes, etc.–Polestar investment programme”).

Thomas Johnstone is a board member of Northvolt and holds 
shares and equity-related financial instruments in Northvolt, with 
which Volvo Car Group has entered into a memorandum of under-
standing regarding a partnership for supply of battery cells and joint 
ventures regarding R&D and production of battery cells (see “Legal 
considerations and supplementary information–Material agree-
ments–Joint venture agreements, etc.–Intended partnership and 
joint ventures with Northvolt”). Thomas Johnstone has neither par-
ticipated in Volvo Car Group’s nor Northvolt’s dealing or decision 
regarding the partnership.

Save for the above, no member of the Board of Directors or the 
Executive Management has any private interests or other duties 
which might conflict with their duties carried out on behalf of Volvo 
Car Group. However, as stated above, a number of the members of 
the Board of Directors and the Executive Management has a finan-
cial interest in Volvo Car Group through holdings of shares.

Auditor
Deloitte AB (P.O. Box 33, SE-401 20 Gothenburg, Sweden) is 
Volvo Car Group’s auditor since 2010. Deloitte AB was re-elected 
at the Annual General Meeting 2021 for the period up and including 
the Annual General Meeting 2022. Jan Nilsson, authorised public 
accountant and a member of FAR (the professional institute for 
authorised public accountants in Sweden), is auditor-in-charge. 
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Corporate governance

Corporate governance within Volvo Car Group
The purpose of Volvo Car Group’s corporate governance is to create 
a good foundation for active and responsible ownership, a proper 
distribution of responsibility between the different company bodies, 
as well as good communication with all of the Group’s stakeholders. 
The corporate governance principles adhered to by Volvo Car Group 
are based on Swedish law (mainly the Swedish Companies Act and 
the Swedish Annual Accounts Act (Sw. årsredovisningslagen 
(1995:1554)), the Company’s Articles of Association, the Swedish 
Corporate Governance Code (the “Code”) and Nasdaq Stockholm’s 
rulebook for issuers as well as other relevant laws and regulations. 
The Code is based on the “comply or explain” principle, meaning 
that companies are not obliged to at all times apply every rule in the 
Code, but are allowed the freedom to choose alternative solutions 
which they feel are better in their particular circumstances, pro-
vided they report every deviation, describe the alternative solution 
and explain the reasons for the deviation. Volvo Car Group applies 
the principles of sound corporate governance and responsible busi-
ness practice and the Code without any deviation. Any deviations 
from the Code will be reported in Volvo Car Group’s annual corpo-
rate governance reports.

The Board of Directors of the Company (the “Board”) is responsi-
ble for Volvo Car Group’s organisation and the management of its 
business worldwide and is obliged to follow directives provided by 

the General Meetings. The Board may appoint committees with 
specific areas of responsibility and furthermore authorise such com-
mittees to decide on specific matters in accordance with regulations 
established by the Board. Currently, the Board has established the 
Audit Committee, the People and Sustainability Committee, the 
Product Strategy and Investment Committee and the temporary 
Commercial Transformation Committee. The Chairperson of the 
Board directs the work of the Board and monitors the Board’s fulfil-
ment of its obligations. A Vice Chairperson has been appointed to 
support the Chairperson as appropriate. The Board annually adopts 
regulations for the work of the Board, which set out the principles on 
governance of the Board and its committees.

The President of Volvo Car Group, who is also CEO, is appointed 
by the Board to handle the Group’s day-to-day management and to 
lead the EMT as overseen by the Board. The EMT’s role is to assist 
the CEO in the operation of Volvo Car Group’s business. The EMT 
has appointed its own boards (responsible for e.g. product strate-
gies, sustainability, volume and production planning, corporate 
development, etc., as further outlined in the corporate governance 
model below) to assist in carrying out decisions and actions, but the 
CEO retains responsibility for the actions of the EMT boards.

Volvo Car Group’s corporate governance functions can be 
described in the below model. 

 

 Directives/policies/corporate documents

 Meetings

 Pre-forums

 Governance/compliance functions

 Committees

*Full EMT participation

**Selected members representing EMT
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General Meeting of shareholders
General Meetings, the Company’s highest decision-making body, is 
where shareholders exercise their influence. The Annual General 
Meeting is held within six months after the end of the financial year. 
Decisions made by shareholders at the General Meetings include (i) 
adoption of instructions for the Nomination Committee which nom-
inates members to the Company’s Board of Directors, (ii) determi-
nation of the number of Board members, composition of the Board 
and remuneration of Board members, based on recommendations 
by the Nomination Committee, (iii) election of external auditors, (iv) 
determination of the distribution of dividends and (v) determination 
of amendments to the Articles of Association.

In addition to the Annual General Meeting, Extraordinary General 
Meetings can be convened when required. At the Annual General 
Meeting, the shareholders of the Company resolve on several mat-
ters, including, for example, confirmation of income statements and 
balance sheets, the disposition of the Company’s profit or loss, dis-
charge from liability of the Board of Directors and CEO, election of 
Board members (including the Chairperson of the Board), appoint-
ment of auditors and determination of remuneration to the Board of 
Directors and auditors as well as guidelines for remuneration to the 
CEO and other members of the Executive Management Team. In 
addition, the shareholders of the Company can resolve on other 
matters that are important to the Company at the General Meeting, 
for example changes to the Articles of Association.

Notice of the Annual General Meeting, as well as an Extraordi-
nary General Meeting at which the matter of amendment to the 
Articles of Association is to be addressed, shall be issued not earlier 
than six weeks and not later than four weeks prior to the General 
Meeting. Notices of other Extraordinary General Meetings shall be 
issued not earlier than six weeks and not later than three weeks 
prior to the Extraordinary General Meeting. Notice of General 
Meetings shall be published in the Swedish Official Gazette (Sw. 
Post- och Inrikes Tidningar) and on the Company’s website. Simul-
taneously, an announcement with information that the notice has 
been issued shall be published in Dagens Industri.

Right to attend General Meetings 
All shareholders who are directly recorded in the Company’s share 
register maintained by Euroclear Sweden six banking days prior to 
the General Meeting and who have notified the Company of their 
intention to participate in the General Meeting not later than the 
date indicated in the notice of the General Meeting, are entitled to 
attend the General Meeting and vote for the number of shares they 
hold.

In addition to notifying the Company, shareholders whose shares 
are nominee registered through a bank or other nominee must 
request that their shares are temporarily registered in their own 
names in the register of shareholders maintained by Euroclear Swe-
den, in order to be entitled to participate in the General Meeting. 
Shareholders should inform their nominees well in advance of the 
record date. Voting registrations made by nominees not later than 
four banking days prior to the General Meeting will be taken into 
account.

Shareholders may attend the Company’s General Meetings in 
person or by proxy and may be accompanied by a maximum of two 
assistants. It will normally be possible for shareholders to register 

for the General Meeting in several different ways, as indicated in 
the notice of the meeting.

Shareholder initiatives
Any shareholder of the Company who wishes to have a matter dealt 
with at a General Meeting must submit a written request to the 
Board of Directors to that effect. The matter will be dealt with at a 
General Meeting if the request has been received by the Company 
no later than seven weeks prior to the General Meeting, or after 
such date, if it still is in due time for the matter to be included in the 
notice of the General Meeting.

Nomination Committee
Under the Code, a company listed on Nasdaq Stockholm shall have 
a Nomination Committee, the purpose of which is to make propos-
als to the General Meeting in respect of the Chairperson at General 
Meetings, elections of Board members, Chairperson of the Board 
and auditor, remuneration of each Board member (divided between 
the Chairperson of the Board and other Board members, and remu-
neration for committee work), remuneration to the auditor, and to 
the extent deemed necessary, proposals for amendments to the 
instruction for the Nomination Committee. At the Extraordinary 
General Meeting held on 17 October 2021, the current instruction 
for the Nomination Committee was adopted to apply until further 
notice, provided that the Company is listed on Nasdaq Stockholm.

The Nomination Committee prior to the Annual General Meeting 
2022 will consist of representatives of the three largest sharehold-
ers in terms of voting rights, as of 11 November 2021.

Nomination Committee instruction
The Nomination Committee shall comprise five members, who shall 
be appointed annually. The members of the Nomination Committee 
shall be the Chairperson of the Company’s Board of Directors, two 
representatives appointed by the Principal Shareholder, Geely Swe-
den, and two representatives appointed by each of the second and 
the third largest shareholder of the Company in terms of votes 
based on the share register as of the last banking day in August 
each year or of other reliable ownership information which has been 
provided to the Company at such time.

The Chairperson of the Nomination Committee shall as soon as 
practically possible after 31 August each year contact the share-
holders in accordance with the above. If any of the second or third 
largest shareholders refrain from appointing a member of the Nomi-
nation Committee, the Chairperson of the Nomination Committee 
may offer other larger shareholders to appoint a member of the 
Nomination Committee. If such an offer is made, it shall be made in 
order to the largest shareholders. 

If any of the second and the third largest shareholders no longer 
are among the three largest shareholders in terms of voting rights, 
the Nomination Committee may decide that the member appointed 
by the second or the third largest shareholder shall resign from the 
Nomination Committee. If this occurs, the Nomination Committee 
may, if it is deemed appropriate, offer another of the larger share-
holders to instead appoint a representative. 

A shareholder who has appointed a member of the Nomination 
Committee is entitled to dismiss such member from the Nomination 
Committee and appoint a new one. If a member on the Nomination 
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Committee should leave its assignment prematurely, the Nomina-
tion Committee shall without delay request that the shareholder 
which the leaving member represents appoints a new member.

The Chairperson of the Board of Directors of the Company shall 
convene the first meeting of the Nomination Committee. At its first 
meeting, the Nomination Committee shall itself appoint a Chairper-
son. The Nomination Committee’s term shall run until such time as 
a new Nomination Committee has been elected.

The majority of the members of the Nomination Committee must 
be independent in relation to Volvo Car Group and the EMT. Board 
members of the Company may not compose a majority of the mem-
bers of the Nomination Committee. The CEO or other persons from 
the EMT may not be members of the Nomination Committee. The 
Chairperson of the Board of Directors of the Company or any other 
Board member may not be the Chairperson of the Nomination 
Committee. At least one of the members of the Nomination Com-
mittee shall be independent of the Principal Shareholder.

The composition of the Nomination Committee, stating which 
shareholder has appointed each member, shall be announced on 
Volvo Car Group’s website no later than six months prior to the 
Annual General Meeting. Any changes to the composition of the 
Nomination Committee shall be announced immediately.

No remuneration shall be paid to the members of the Nomination 
Committee. Members of the Nomination Committee are, however, 
entitled to reimbursement for demonstrable reasonable costs for 
completion of the Nomination Committee’s business.

Board of Directors
The Board of Directors, which is the highest decision-making body 
after the General Meeting, bears ultimate responsibility for Volvo Car 
Group’s organisation, management and control of the Company’s 
financial conditions. The Board of Directors shall further ensure that 
the Company applies the Code and complies with applicable laws, 
Nasdaq Stockholm’s rulebook for issuers, the listing rules of the Lux-
embourg Stock Exchange’s Euro MTF market, the Company’s Arti-
cles of Association and the regulations for the work of the Board.

Composition
At all times, the Board shall consist of a minimum of three and a max-
imum of twelve members and in addition thereto the number of 
employee representatives as required under Swedish law. No mem-
ber of the Executive Management Team other than the CEO shall be 
a member of the Board of Directors. Each new Board member is pro-
vided with an induction programme to learn about the Group and it is 
the Board of Directors’ intention, during normal conditions, to visit a 
Volvo Car Group site other than the headquarters at least once a year.

In accordance with the Code, the regulations for the work of the 
Board stipulate that the majority of the Board members shall be 
independent of the Company and the EMT and at least two of these 
independent members shall also be independent of major sharehold-
ers. In order to determine whether a member of the Board is inde-
pendent in relation to the Company and the EMT, an overall assess-
ment must be made of all circumstances which might give reason to 
call into question the independence of the Board member, for exam-
ple, if the Board member has recently been hired by the Company or 
an affiliate. Furthermore, in order to determine the independence in 
relation to major shareholders, consideration must be given to the 

scope of the Board member’s direct or indirect relationship to the 
Company’s major shareholders. Pursuant to the Code, “major share-
holder” means a shareholder who, directly or indirectly, controls 
10 per cent or more of the shares or voting rights in the Company. 
The Nomination Committee’s assessment of the independence of 
the Board members in relation to the Company, the EMT and major 
shareholders is presented in “Board of Directors, Executive Manage-
ment and auditor–Board of Directors”. Lone Fønss Schrøder, Daniel 
Li, Thomas Johnstone, Winfried Vahland, Betsy Atkins, Xingsheng 
(Jim) Zhang, Michael Jackson, Jonas Samuelson, Lila Tretikov, and 
Diarmuid O’Connell are deemed independent in relation to the Com-
pany and the EMT, and, among these members, Thomas Johnstone, 
Winfried Vahland, Betsy Atkins, Xingsheng (Jim) Zhang, Michael 
Jackson, Jonas Samuelson, Lila Tretikov, and Diarmuid O’Connell are 
also deemed independent in relation to major shareholders. The 
Company thereby satisfies the Code’s independence requirement. 

Conflicts of interest
The Board members shall inform the Chairperson and/or the Vice 
Chairperson immediately if they find themselves in a conflict of 
interest situation. A Board member with a conflict of interest in 
relation to any matter to be dealt with by the Board may not partici-
pate in the discussions or decisions regarding such matter.

Board meetings
In accordance with the regulations for the work of the Board, the 
Board is expected to meet six to eight times per year at venues to 
be agreed by the Board. The Board meets the statutory auditor at 
least once a year without the CEO or any other member of the EMT 
present. In addition, the Board occasionally holds non-executive 
meetings. The CFO and the General Counsel, who is the secretary 
of the Board, also attend Board meetings.

Matters for the Board
The Board is responsible for the organisation of Volvo Car Group 
and the management of its business worldwide. The Board continu-
ously monitors Volvo Car Group’s performance, evaluates Volvo Car 
Group’s strategic direction and business plan as well as other 
aspects such as adherence to its Code of Conduct.

Sustainability is an integral part of Volvo Car Group’s strategy 
and the Board monitors Volvo Car Group’s efforts in that area. Cer-
tain matters that have not been expressly allocated to the Board are 
delegated to the Board’s Committees or the CEO as set out in the 
regulations for the work of the Board.

The work of the Board follows an annual cycle in order to allow 
the Board to address matters within the scope of its responsibility 
on a yearly basis. To ensure that the Board has good visibility of the 
Group’s operations, the President and CEO of Volvo Car Group sub-
mits a report on the business, including reporting from the Group’s 
strategic affiliates, where appropriate, at all Board meetings. The 
CFO also reports on the financials of Volvo Car Group, including rel-
evant matters relating to treasury, hedging, risk management, 
insurance, etc. as appropriate. In addition, the Board discusses spe-
cific strategic topics of relevance and the Board Committees report 
on their work. At each Board meeting the Board is also presented 
with a number of decision items for consideration and approval as 
set out in the regulations for the work of the Board.
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Evaluation of the work of the Board
The Board conducts an annual survey of its work performed during 
the year. The survey covers areas such as the climate at Board 
meetings and the allocation of time spent on different topics, the 
work of the Board committees, the efficiency of the work of the 
Board, Board leadership and relations with the Executive Manage-
ment Team. Based on the result of the survey the Board will evalu-
ate the performance and identify possible areas of improvement. In 
addition to the annual survey, the Vice Chairperson conducts meet-
ings with each individual Board member during the year.

Board committees
According to the Swedish Companies Act and the Code, the Board 
of Directors shall institute an Audit Committee and a Remuneration 
Committee. The Chairperson of the Board may chair the Remunera-
tion Committee. The other members of the Remuneration Commit-
tee that have been elected by the General Meeting are to be inde-
pendent of the Company and the Executive Management Team. A 
majority of the Audit Committee’s members are to be independent 
in relation to the Company and its Executive Management Team 
and at least one of the members who is independent in relation to 
the Company and the Executive Management Team is also to be 
independent in relation to the Company’s major shareholders. At 
least one member of the Audit Committee must also have account-
ing or auditing proficiency.

The Board has established three permanent committees, the 
Audit Committee, the People and Sustainability Committee (which 
fulfils the tasks of the Remuneration Committee pursuant to the 
Code) the Product Strategy and Investment Committee, and the 
temporary Commercial Transformation Committee.

The major tasks of these committees are of preparatory and advi-
sory nature, but the Board of Directors may also delegate decision- 
making powers on specific issues to the committees. The issues 
considered at committee meetings shall be recorded in minutes of 
the meetings and continuously reported to the Board. The members 
and Chairmen of the committees are appointed at the statutory 
Board meeting following election of Board members. The Board 
has also determined that issues may be referred to ad hoc commit-
tees dealing with specific matters.

Audit Committee
The Board has assigned an Audit Committee to oversee corporate 
governance, financial reporting and risks and compliance with 
external and internal regulations. 

The Audit Committee is responsible for identifying and reporting 
relevant issues to the Board within the Audit Committee’s areas of 
responsibility. The Audit Committee’s tasks are to monitor the 
integrity of Volvo Car Group’s financial reporting system, internal 
controls, related-party transactions, operation procedure and the 
enterprise risk management framework, recommend to the Board 
the appointment, removal and remuneration of the statutory audi-
tors (subject to approval at the shareholders’ meeting) in accord-
ance with the Swedish Companies Act, monitor the independence 
of the statutory auditors and review the effectiveness of the Internal 
Audit and Compliance and Ethics’ function. The Internal Audit func-
tion reports directly to the Audit Committee and the Compliance 
and Ethics function has a direct reporting line to the Audit Commit-

tee for escalation. Lone Fønss Schrøder (Chairperson), Michael 
Jackson and Daniel Li are the current members of the Audit Com-
mittee. The Audit Committee complies with the Swedish Compa-
nies Act’s and the Code’s requirements for independence as well as 
accounting and audit competence.

People and Sustainability Committee
The Board has assigned a People and Sustainability Committee to 
prepare remuneration principles for the CEO and the EMT members. 
Furthermore, the committee support the Chairperson or Vice Chair-
person of the Board, as applicable, with the approval of remuneration 
and benefits of the CEO and is responsible for preparing the remuner-
ation report to be presented at the Annual General Meeting for its 
approval, and, in dialogue with the CEO, assist with or resolve on vari-
ous other people and remuneration matters in relation to the EMT. 
The committee is also responsible for approval and monitoring of 
global incentive arrangements for the EMT and other key employees 
and necessary coordination of such incentives and the Volvo bonus to 
all employees, succession planning for the CEO in dialogue with the 
Chairperson or Vice Chairperson of the Board, as applicable, as well 
as other EMT positions. The committee also approves the EMT mem-
bers’ engagements outside Volvo Car Group. The Company’s perfor-
mance in the sustainability area, including Volvo Car Group’s progress 
in delivering on its ambitions outlined in the sustainability strategy is 
also on the agenda for the People and Sustainability Committee twice 
a year. Thomas Johnstone (Chairperson), Betsy Atkins and Xingsheng 
(Jim) Zhang are the current members of the People and Sustainability 
Committee. The People and Sustainability Committee complies with 
the Code’s requirements for independence.

Product Strategy and Investment Committee
The Board has assigned a Product Strategy and Investment Com-
mittee to oversee Volvo Car Group’s product strategy and the 
investments linked to it. The purpose of the Product Strategy and 
Investment Committee is to review Volvo Car Group’s product 
strategy, cycle plan and product programmes in order to confirm 
that the strategy, plans and programmes for the overall strategy 
meet customer demand and market development and address new 
technology and business opportunities in all segments relevant to 
Volvo Car Group. The responsibility of the committee is also to 
ensure that the long-term strategic product plan is reflected in the 
cycle plan as well as the business plan, to prepare decisions to be 
taken by the Board related to product programmes and investments 
associated therewith, to oversee the capital expenditures related to 
already approved programmes and to follow-up that approved pro-
grammes are executed within the investment frames set. Winfried 
Vahland (Chairperson), Thomas Johnstone, Betsy Atkins and Håkan 
Samuelsson are the current members of the Product Strategy and 
Investment Committee.

Commercial Transformation Committee
In December 2020, the Board decided to establish a new tempo-
rary Commercial Transformation Committee with effect from 1 Jan-
uary 2021. The Board has assigned the Commercial Transformation 
Committee to oversee the implementation of Volvo Car Group’s 
Commercial Strategy and transformation plan, including Care by 
Volvo, Global Online sales, the transformation of the retailer rela-
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tionship and overall sales development. The responsibility of the 
committee is also to ensure that Volvo Car Group’s business plan 
and financial reporting reflect the financial implications of the differ-
ent parts of the commercial transformation plan, to review the 
Company’s capabilities, systems and processes required for the 
commercial transformation and to ensure that the commercial 
transformation plan and risks and opportunities associated there-
with are assessed and presented to the Board. Michael Jackson 
(Chairperson), Jonas Samuelson and Xingsheng (Jim) Zhang are the 
current members of the Commercial Transformation Committee.

Compensation to the Board of Directors
The shareholders have elected a Nomination Committee, which on 
a yearly basis proposes appropriate remuneration principles and 
remuneration for the Board within the frames of the remuneration 

principles decided by the Annual General Meeting. The remunera-
tion to the members of the Board is determined at the Annual Gen-
eral Meeting. At an Extraordinary General Meeting held on 17 Sep-
tember 2021, it was decided that Board members elected at the 
meeting who are employed or otherwise remunerated by Volvo Car 
Group or the Geely Holding group shall not be entitled to any remu-
neration. The other Board members elected at the General Meeting 
shall receive remuneration containing the following elements: (i) a 
market based fixed remuneration decided at the General Meeting 
(ii) a company car in accordance with the Group’s company car pol-
icy in force from time to time and (iii) to Board members who are 
members of any of the Board’s committees an additional market 
based fixed remuneration as decided at the General Meeting.

Expensed remuneration to the individual Board members during 
2020 is specified below.

TSEK Function
Directors’ 

fees

Audit  
committee  

fees

People and  
Sustainability 

Committee fees

Product Strategy 
and Investment 
Committee fees

Company 
car benefit Total fees

Eric Li Chairperson – – – – – –

Lone Fønss Schrøder Vice Chairperson 2,325 275 – – 95.7 2,695.7

Betsy Atkins Member 750 – 125 125 103.6 1,103.6

Michael Jackson Member 750 150 – – 900

Thomas Johnstone Member 750 – 150 125 85.8 1,110.8

Winnie K. W. Fok Former member 750 150 – – 71.1 971.1

Daniel Li Member – – – – – –

Håkan Samuelsson Member,  
President and CEO

– – – – – –

Jonas Samuelson
(fr.o.m september 2020)

Member 189 – – – 5.3 194.3

Winfried Vahland Member 750 – – 150 87.2 987.2

Xingsheng (Jim) Zhang Member 750 – 125 – 10.4 885.4

Glenn Bergström Member* 75.6 – – – – 75.6

Jörgen Olsson Member* 75.6 – – – – 75.6

Marko Peltonen Member* 75.6 – – – – 75.6

Anna Margitin Deputy member* 40 – – – – 40

Björn Olsson Deputy member* 40 – – – – 40

Total compensation 7,320.8 575 400 400 459.1 9,154.9

*) Employee representative.

The Extraordinary General Meeting held on 17 September 2021 
resolved on levels of remuneration to the Board of Directors on an 
annual basis as from the first day of trading in the Company’s 
shares on Nasdaq Stockholm to be divided pro rata until the time of 
the next Annual General Meeting. Compensation to the Board 
members that are not employed or otherwise remunerated by Volvo 
Car Group or the Geely Holding group shall be the following; (i) SEK 
1,100,000 to each of the Board members, other than the Vice 
Chairperson who shall receive SEK 2,600,000; and (ii) SEK 
125,000 to each of the members and SEK 160,000 to the Chair-
person of the People and Sustainability Committee, SEK 125,000 
to each of the members and SEK 150,000 to the Chairperson of 

the Product Strategy and Investment Committee, SEK 180,000 to 
each of the members and 390,000 to the Chairperson of the Audit 
Committee and SEK 125,000 to each of the members and SEK 
150,000 to the Chairperson of the Commercial Transformation 
Committee. All remunerated Board members elected by the Gen-
eral Meeting are also entitled to a company car in accordance with 
Volvo Car Group’s applicable car policy (corresponding to an aver-
age yearly benefit of approximately SEK 110,000 per entitled Board 
member). The Chairperson of the Board, the CEO as well as Daniel 
Li shall not receive any Board remuneration. In addition, the 
employee representatives shall receive compensation for reading 
time with SEK 77,800 to each ordinary representative and 
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SEK 41,200 to each deputy representative. The Board members 
are not entitled to any benefits following termination of their assign-
ments as Board members of the Company.

One-off payment to the Board of Directors
In observance of the Board of Directors’ hard work to achieve a listing 
of the Company’s shares on Nasdaq Stockholm, an Extraordinary 
General Meeting, held on 17 September 2021, resolved, based on a 
proposal from the Nomination Committee, on a cash one-off pay-
ment to the members of the Board of Directors (the “Board One-Off 
Payment”). Save for employee representatives, Board members 
who are employed or otherwise remunerated by Volvo Car Group or 
the Geely Holding group are not entitled to the Board One-Off Pay-
ment.

The Board One-Off Payment (gross) shall correspond to 
75 per cent of the board remuneration (including remuneration for 
committee work) resolved by the Annual General Meeting 2021. 
Board members whose assignments have been shorter than three 
years shall receive a reduced cash amount as Board One-Off Pay-
ment, where the size of the amount shall be calculated pro rata with 
one-third per year. The total Board One-Off Payment (gross) 
amounts to SEK 6,260,900. 

A condition for receiving the Board One-Off Payment is that the 
cash amount, net after deduction of preliminary tax, is reinvested by 
acquiring common shares of class B in the Company. This in order 
to keep the Board of Directors’ strong engagement in Volvo Car 
Group, and to further align the Board members’ and the Group’s 
interests in accordance with the share ownership policy for mem-
bers of the Board (see “Shares and share capital–Share ownership 
policy–Share ownership policy for members of the Board”). Acqui-
sition of shares shall take place on Nasdaq Stockholm in immediate 
connection with the first day of trading in the Company’s shares on 
Nasdaq Stockholm.

Based on the assumption that the shares are acquired for a share 
price corresponding to the midpoint of the Price Range, and after 
deduction of preliminary tax, the Board One-Off Payment will enti-
tle the Board members to the below net cash one-off payment to 
be used to acquire the below number of common shares of class B 
in the Company.

Name Position

Board One-
Off Payment 

(net), SEK
Number of 

shares

Lone Fønss Schrøder Vice Chairperson 1,462,500 24,173 

Betsy Atkins Member 562,500 9,297

Michael Jackson Member 590,625 9,762

Thomas Johnstone Member 330,563 5,463

Diarmuid O’Connell Member 70,313 1,162

Jonas Samuelson Member 153,125 2,530

Lila Tretikov Member 70,313 1,162

Winfried Vahland Member 506,250 8,367

Xingsheng (Jim) Zhang Member 562,500 9,297

Glenn Bergström Member* 33,247 384

Jörgen Olsson Member* 32,319 402

Anna Margitin Deputy member* 17,100 213

Björn Olsson Deputy member* 17,100 213

Total 4,408,455 72,425

*) Employee representative.

Global Audit Office
Volvo Car Group has an independent Internal Audit department 
with the assignment to determine whether Volvo Car Group’s gov-
ernance, internal control and risk management processes, as 
designed, operated and represented by management, are adequate 
and effective. The scope of the internal audit is determined by 
means of a risk assessment process and any additional require-
ments by the Board. The head of the Internal Audit function reports 
to the Audit Committee.

Compliance and Ethics Office
The Compliance and Ethics Office supports the business opera-
tions in conducting business in a responsible and ethical manner, by 
developing, implementing and maintaining Volvo Car Group’s Com-
pliance and Ethics Programme focusing on the areas of anti-corrup-
tion, data protection, trade sanctions and export control and com-
petition law. This Programme consists of ten programme elements 
designed on the basis of guidelines describing “effective compli-
ance programmes” and “adequate procedures”, such as the US Sen-
tencing Guidelines and the UK Bribery Act Guidance (supporting 
the Foreign Corrupt Practices Act and the UK Bribery Act) as well 
as guidance from Anti-Trust Offices throughout Europe. Among 
these ten programme elements are: tone from the top, a regular risk 
assessment that leads to identification and prioritisation of the main 
risk fields to which Volvo Car Group is exposed, so as to tailor the 
programme; implementation of a Compliance and Ethics frame-
work (Code of Conduct and Corporate Policies, Directives and 
Guidelines); training, awareness and communication; Internal 
reporting and investigations; and monitoring and assessment with 
a view to continuously improving the Compliance and Ethics Pro-
gramme. Volvo Car Group’s Code of Conduct (called Our Code – 
How We Act) reflects Volvo Car Group’s culture and how it should 
act for doing business in a responsible manner, by placing the 
emphasis on Volvo Car Group’s values and commitments in addition 
to focusing on the requirements set out in Volvo Car Group’s corpo-
rate policies. The Chief Compliance and Ethics Officer reports to 
the General Counsel and continuously reports on compliance issues 
to the Global Compliance Committee. The Chief Compliance and 
Ethics Officer also has a direct reporting line, and continuously 
reports, to the Audit Committee and ensures that compliance train-
ing is provided for the Board of Directors.

Related Party Business Office
In order to specify the requirements that apply when Volvo Car 
Group is engaged in related-party transactions, the Board has 
adopted a related party directive. The directive also sets a frame-
work for approval of related party transactions and to ensure that 
Volvo Car Group can fulfil legal regulations and disclosure require-
ments, shareholders’ approval and reporting requirements related 
to such transactions. Moreover, Volvo Car Group has established 
the Related Party Business Office, a department established within 
the Group’s finance department with global responsibility for log-
ging and maintaining a record of all related party transactions and 
to ensure that the relevant evaluations and approvals are obtained 
before such transactions are entered into. The record of the related 
party transactions shall, among other things, include information on 
when agreements are approved and entered into or purchase orders 
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have been issued, and if a transaction is deemed to be a significant 
related party transaction pursuant to the Swedish Companies Act, 
including record keeping of the value of the transactions with one 
and the same related party.

Under the related party directive, related parties include, for 
example, affiliates and joint ventures of Volvo Car Group and legal 
entities within the Geely ecosystem, i.e. legal entities that are 
directly or indirectly owned by, or affiliates to, Geely Holding or oth-
erwise ultimately owned or controlled as to 20 per cent or more by 
the Chairperson of the Board (other than Volvo Car Group). In prac-
tice, all types of transactions with related parties are covered by the 
directive, and all such transactions must be reported to the Group’s 
Related Party Business Office and be approved as outlined in the 
related party directive. Pursuant to the related party directive, Volvo 
Car Group must enter into a written agreement for all related party 
transactions and all transactions between companies within and 
outside the Group shall be on arm’s length terms, meaning that the 
price/consideration and other contractual terms and conditions 
must be in line with market practice and what would have been 
agreed with a third party without any connection to Volvo Car 
Group. The main rule is that terms and conditions and the agreed 
price/consideration in related-party transactions shall be supported 
by a third party valuation or a market benchmark. Furthermore, the 
related party directive sets out procedures for how certain transac-
tions must be approved by the Board and that transactions meeting 
certain requirements pursuant to the Swedish Companies Act must 
be approved by the Company’s General Meeting.

External auditors
The Company’s auditors are appointed by the Annual General Meet-
ing. At the Annual General Meeting held on 18 March 2021, Deloitte 
AB was re-elected as the Company’s auditors, with Jan Nilsson as 
auditor in charge.

The external auditors discuss the external audit plan, audit find-
ings and risk management with the Audit Committee. The auditors 
review one interim report per year and present the results of their 
work to the Audit Committee. The results of their financial year 
audit and the audit of the Annual Report of the parent company and 
the consolidated financial statements are presented to the Audit 
Committee and the Board of Directors at meetings after year-end. 
When Deloitte is asked to provide services other than the external 
audit, this is done in accordance with general independence rules. 
Deloitte provides an annual written assurance of its impartiality and 
independence to the Audit Committee in accordance with the 
Swedish Companies Act and ISA 260.

Internal control over financial reporting
According to the Swedish Companies Act, the Board is ultimately 
responsible for ensuring that an effective internal control system 
exists within the Group.

In order to assist the Board and the Executive Management Team 
in their internal control responsibilities, Volvo Car Group has imple-
mented an internal control over financial reporting (ICFR) function, 
with the purpose of ensuring that external financial reporting is relia-
ble and financial reports follow generally accepted accounting princi-
ples. The Internal Control function reports to the Audit Committee on 
a periodic basis. Volvo Car Group bases its internal control on the 

framework for internal control issued by the Committee of Sponsor-
ing Organizations of the Treadway Commission (COSO), consisting 
of five components; Control Environment, Risk Assessment, Control 
Activities, Information and Communication, and Monitoring.

Control Environment
The foundation of Volvo Car Group’s control environment is the 
Code of Conduct, which is the guiding principle for Volvo Car Group 
and the Group’s corporate policies and directives. The foundation of 
the control environment is also based upon functional policies, 
directives and guidelines and the Delegation of Authority directive. 
Control activities are the procedures that help to ensure that Volvo 
Car Group’s policies, directives and instructions are implemented 
and documented in Volvo Car Group’s Internal Control framework. 
Control activities are performed throughout the organisation, at all 
levels and in all functions, to manage risk and to detect and correct 
errors in the financial processes.

Risk assessment
From an ICFR perspective, the outcome of the risk assessment will 
define the internal control reviews for the coming year. Each entity 
and function is responsible for identifying risks, which are then con-
solidated and reported according to the Enterprise Risk Manage-
ment Directive. Additionally, on a yearly to bi-yearly basis, the func-
tions of Internal Control, Compliance and Ethics Office, Digital and 
Sustainability jointly perform a risk assessment to evaluate and 
determine risks that could hinder the achievement of Volvo Car 
Group’s business objectives. The outcome from the joint risk 
assessment is reported to various EMT forums and to the functions 
having operational responsibility.

Information and communication
The information and communication component within Volvo Car 
Group includes the systems and processes that support the identi-
fication, capture and exchange of information enabling personnel to 
carry out their responsibilities and ensure that financial reports are 
generated completely and accurately. Information concerning the 
planning, risk areas and results of the self-assessment and internal 
control reviews are communicated within various fora and to the 
Audit Committee on a periodic basis.

Monitoring
In addition to the Internal Audit function described above, a sepa-
rate Internal Control function performs internal control reviews and 
coordinates evaluation activities through the annual self-assess-
ment programme. This assessment program focuses on manage-
ment and transaction levels as well as self-assessment of IT general 
controls through the Internal Control digital team. When control 
deficiencies are identified through self-assessment, regular opera-
tions or internal or external audits, they are tracked and appropriate 
corrective actions undertaken to resolve these deficiencies. The 
head of Internal Control maintains regular contact with the CFO.

Enterprise risk management
The purpose of Enterprise Risk Management (ERM) is to protect 
the Group’s value creation and find proactive and preventive meas-
ures to balance risks and opportunities. This to ensure successful 
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strategies towards the fulfilment of the Group’s purpose. ERM cre-
ates awareness and preparedness regarding risks and their poten-
tial impact on the business.

The automotive industry and Volvo Car Group is continuing to 
transition towards electrification, advanced driver assistance sys-
tems and direct consumer contact. This shift depends on several 
factors: consumer preferences and acceptance, technical progress, 
legal and political development. Based on the complexity and 
uncertainties of the above in combination with the investments in 
digitalisation and competence for the transition, timing is a central 
risk management parameter. It is crucial to have the correct offer at 
the right point in time. 

The expansion in digitalisation affects many areas of the Group 
including the interaction with customers, affiliates, partners and 
suppliers. As an organisation, Volvo Car Group needs to ensure that 
the Group can protect and manage data collected from customers. 
And with the expansion of digitalisation also comes the escalation 
of potential cybercrime. 

The automotive industry becomes increasingly regulated, not 
only with regards to the Group’s products but also the Group’s sup-
ply chain processes and customer interactions. Local and regional 
legislation impacts the Group’s business regarding trade, tax, emis-
sions, business models etc. 

As a sustainability responsible company, Volvo Car Group has cli-
mate change and the Group’s sustainability commitment high on 
the agenda. Volvo Car Group has chosen to follow the guidelines of 
the “Task Force on Climate-related Financial Disclosures” (TCFD) 
where ERM and sustainability joined forces.

Enterprise Risk Management Governance
The Board of Directors is ultimately responsible for ensuring that 
the risks of Volvo Car Group are handled, although certain thereto 
related tasks have been delegated to the Audit Committee. The 
CEO is responsible for ensuring there is an appropriate level of risk 
management in place on an operational level. The top risks, the 
risks considered to best reflect the current risk situation for Volvo 
Car Group, are presented to the Board of Directors and discussed 
by the Audit Committee twice a year. The level of risk acceptance is 
decided for individual risks and for the overall risk situation. The 
head of ERM presents the top risk report, based on input from the 
organisation. The CEO and Executive Management Team iterate 
and finally approve the risk level. The ERM governance structure is 
illustrated below. For further information on the main risk areas, 
please refer to “Risk factors”.

BOARD OF DIRECTORS AUDIT COMMITTEE

CEO 
EXECUTIVE MANAGEMENT TEAM

HEAD OF ERM

RISK MANAGERS

Volvo Car Group ERM Governance

 

CEO and the Executive Management Team
The CEO is subordinated to the Board and is responsible for Volvo 
Car Group’s everyday management and operations. The division of 
work between the Board and the CEO is set out in the regulations 
for the work of the Board and follows the Swedish Companies Act. 
The CEO is also responsible for the preparation of reports and com-
piling information to the Board meetings and for presenting such 
material at the Board meetings.

The CEO is further responsible for Volvo Car Group’s financial 
reporting and consequently must ensure that the Board receives 
adequate information for the Board to be able to evaluate the 
Group’s financial condition. The CEO regularly keeps the Board 
informed of the developments in Volvo Car Group’s operations, the 
development of sales, Volvo Car Group’s results and financial posi-
tion, important business events and all other events, circumstances 
or conditions which can be assumed to be of significance to Volvo 
Car Group’s shareholders.

The CEO leads the work of the EMT, which is responsible for the 
overall business development and operations of Volvo Car Group. 
The EMT consists of the members of the Executive Management, 
save for the head of EMEA and the head of Communication, who, 
however, participate in EMT meetings when matters within their 
respective area are on the agenda. The EMT has weekly meetings 
addressing operational performance, including, volume and sales 
performance, corporate actuals, performance steering, including 
direct consumer business, and strategic transformation. In addition, 
at the meetings, the EMT discusses pre-announced topics and 
backlog from actions, sustainability review and affiliate updates.

EMT forums
In order to assist the EMT in carrying out decisions and actions 
related to certain topics, the EMT has established certain opera-
tional forums, namely a Product Creation Board, a Commercial and 
Industrial Board, a Strategic Design Review and a Performance 
Steering. Furthermore, a Corporate Committee, a Disclosure Com-
mittee and a Global Compliance Committee have been established 
to support with various corporate governance and compliance mat-
ters.

Product Creation Board
The EMT has established a Product Creation Board to be responsi-
ble for Volvo Car Group’s product strategy and strategic business 
ownership matters. This also includes matters related to the devel-
opment process of cars, digital products and solutions and services 
before launch and deployment, as well as sustainability product 
aspects. Certain design items approved by the Product Creation 
Board shall be brought to the Volvo Car Group Board for decision, 
as applicable. The full EMT participates in the Product Creation 
Board.

Commercial and Industrial Board
The EMT has established a Commercial and Industrial Board to 
decide on strategies and plans between industrial operations and 
quality, commercial operations as well as sales forecast and pro-
duction programme, in both short- and long-term. The Commercial 
and Industrial Board is also responsible for non-product industrial 
operations and quality investment as well as commercial operations 
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investment. In addition, the board is the forum for reporting of qual-
ity and customer satisfactions. Items approved by the Commercial 
and Industrial Board shall be brought to the Volvo Car Group Board 
for decision, as applicable. The full EMT participates in the Com-
mercial and Industrial Board.

Strategic Design Review
The EMT has established a Strategic Design Review board to be 
responsible for demonstration and visualisation of cars, digital prod-
ucts and services. This includes the responsibility of Volvo Car 
Group’s design strategy and directions. Items approved by the Stra-
tegic Design Review shall be brought to Product Matters Meetings 
for decision and thereafter to the Product Creation Board, as appli-
cable. The full EMT participates in the Strategic Design Review.

Performance Steering
The EMT has established a Performance Steering board to review 
actual financial and operational performance as well as future per-
formance. The Performance Steering is also responsible for decid-
ing actions to secure that targets are achieved, and has monthly 
meetings. Members of the Performance Steering board are the 
CFO, the head of Commercial Operations, the head of Engineering 
and Operations, the head of Product Creation, the head of Corpo-
rate Functions and the Deputy CFO.

Corporate Committee
The EMT has established a Corporate Committee to oversee Volvo 
Car Group’s corporate and governance matters in a broad sense. 
This includes the responsibility for, among other things, corporate 
development projects, ERM matters, internal audit and internal 
control matters, security risk, public affairs matters, people, organi-
sation and culture as well as communication and corporate strat-
egy. In addition, the Corporate Committee is responsible for gov-
ernance and structure matters as well as related party agreements 
and external projects. The Corporate Committee meets on a 
monthly basis. The General Counsel (Chairperson), the CFO and the 
head of Corporate Functions are permanent members of the Corpo-
rate Committee and other EMT members or senior company repre-
sentatives attend the meetings on an agenda-driven basis.

Disclosure Committee
Volvo Car Group is required to comply with certain disclosure obli-
gations, following under the listing rules of the Luxembourg Stock 
Exchange’s Euro MTF market as well as the Nasdaq rulebook for 
issuers following the completion of the Offering, including the Mar-
ket Abuse Regulation (MAR). In order to ensure compliance with 
the relevant requirements, Volvo Car Group has established a Dis-
closure Committee and the Board of Directors has adopted a set of 
procedures for the Disclosure Committee. The Board and the Audit 
Committee are kept updated on the discussions and decisions of 
the Disclosure Committee by means of summary reports and 
access to the minutes kept at the committee meetings. The mem-
bers of the Disclosure Committee are the General Counsel (Chair-
person), the CFO, the head of Investor Relations, the head of Com-
munication and the head of Legal (secretary). The Group Controller 
and the head of Accounting and Group Reporting are required par-
ticipants in financial report review meetings, and other senior com-

pany representatives attend the meetings on an agenda-driven 
basis. The Disclosure Committee has been established to imple-
ment required disclosure controls and procedures, resolve whether 
or not information is to be categorised as inside information or not 
and consider whether there is reason to delay disclosure of inside 
information or whether immediate disclosure is required.

Global Compliance Committee
The EMT has established a Global Compliance Committee to review 
and decide upon compliance cases reported by Volvo Car Groups 
Compliance and Ethics Office. The committee also receives status 
updates on the implementation and continuous improvements of the 
Group’s Compliance and Ethics programmes, including updates from 
relevant parts of the organisations on how adherence to the pro-
grammes is ensured. Furthermore, the Global Compliance Commit-
tee reviews compliance-related matters reported by the Internal 
Audit and Internal Control functions, respectively. The Global Compli-
ance Committee meets on a monthly basis. The General Counsel 
(Chairperson), the CFO, the head of Corporate Functions and the 
heads of APAC and Americas are permanent EMT members of the 
Global Compliance Committee. In addition, Volvo Car Group’s Chief 
Compliance & Ethics Officer and head of Internal Audit participate at 
the meetings. Other EMT members or senior company representa-
tives attend the meetings when relevant, in particular when a compli-
ance case is reported within their region or area of business.

Remuneration guidelines
The following principal guidelines for remuneration to senior execu-
tives were adopted at the Extraordinary General Meeting held on 
17 October 2021, conditional upon a listing of the Company’s com-
mon shares of class B on Nasdaq Stockholm.

Types of remuneration
The total remuneration package for the EMT may consist of the fol-
lowing components, fixed cash remuneration, variable cash remu-
neration, pension benefits and other benefits. The components of 
remuneration shall be on market terms. Additionally, the General 
Meeting may – irrespective of these guidelines – resolve on, among 
other things, share-related or share price-related remuneration.

Variable cash remuneration
The satisfaction of criteria for awarding short-term variable cash 
remuneration shall be measured over a period of one year, whereas 
the satisfaction of criteria for awarding long-term variable cash 
remuneration shall be measured over a period of three years.

For the CEO, the short-term variable cash remuneration may 
amount to not more than 200 per cent of the annual fixed cash sal-
ary on 31 December at the end of each performance year, and the 
long-term variable cash remuneration may amount to not more than 
150 per cent of the annual fixed cash salary the year the programme 
was implemented. For the other EMT members, the short-term 
 variable cash remuneration may vary but amount to not more than 
140 per cent of the annual fixed cash salary on 31 December at the 
end of each performance year, and the long-term variable cash 
remuneration may vary but amount to not more than 120 per cent 
of the annual fixed cash salary the year the programme was imple-
mented.
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Extraordinary arrangements
Further variable cash remuneration may also be paid out in extraor-
dinary circumstances, provided that such arrangement is of a one-
time nature and is agreed on an individual basis for management 
recruitment or retention purposes or as compensation for extraordi-
nary efforts beyond the individual’s ordinary assignment. Such 
remuneration shall be in line with market practice and may for 
example include a one-time cash payment, retention bonus or sev-
erance payment in case of a change of control, or similar. The remu-
neration may amount to not more than the fixed annual cash salary 
for one year and shall not be paid more than once a year per individ-
ual. Resolutions on such compensation shall be made by the Board 
of Directors based on a proposal from the People and Sustainability 
Committee.

Share-based incentive programmes
The Board of Directors may propose general meetings to resolve on 
long-term share-based incentive programmes. The current inten-
tion of the Board of Directors is to propose the Annual General 
Meeting 2022 to approve a long-term share-based incentive pro-
gramme to comprise, amongst others, the EMT. If such a pro-
gramme would be implemented, no new long-term variable cash 
programme would be offered the EMT in 2022.

Pension benefits
For the CEO, pension benefits shall be a defined contribution 
scheme and the pension premiums may amount to not more than 
50 per cent of the annual fixed cash salary. Variable cash remunera-
tion shall not qualify for pension benefits. 

For other EMT members, pension benefits shall be a defined 
contribution scheme and the pension premiums may amount to not 
more than 30 per cent of the annual fixed cash salary. Some current 
EMT members have a defined benefit pension as part of a pre-ex-
isting agreement. To the extent that variable cash remuneration 
qualifies for pension benefits under the applicable collective bar-
gaining agreement, the pension benefits shall be deducted from the 
cash payment and paid as pension.

Other benefits
Other benefits may include, for example, medical insurance, annual 
health check-up and company cars. Such benefits may amount to 
not more than 20 per cent of the annual fixed cash salary.

For employments governed by rules other than Swedish, pension 
benefits and other benefits may be duly adjusted for compliance 
with mandatory rules or established local practice, taking into 
account, to the extent possible, the overall purpose of these guide-
lines.

EMT members who are expatriates (i.e., are sent on an interna-
tional assignment and are not on a local employment contract) may 
receive additional remuneration and other benefits determined in 
line with Volvo Car Group’s International Assignment Instruction 
which may include (but are not limited to) relocation cost, cost of 
living allowance, housing, schooling, home travel allowance and  
tax assistance. Such benefits may amount to no more than 
160 per cent of the annual fixed cash salary.

Termination of employment
Upon termination of an employment, the notice period may not 
exceed twelve (12) months. Fixed cash salary during the notice 
period and severance pay may together not exceed an amount cor-
responding to the individual’s fixed cash salary for two (2) years, 
subject to applicable law. When termination is made by the EMT 
member, the notice period may not exceed twelve (12) months, 
without any right to severance pay.

Additionally, remuneration may be paid for non-compete under-
takings. Such remuneration shall compensate for loss of income 
and shall only be paid in so far as the previously employed executive 
is not entitled to severance pay. The remuneration may amount to 
not more than 60 per cent of the monthly base salary at the time of 
termination of employment and be paid during the time the 
non-compete undertaking applies, however not for more than 
twelve (12) months following the termination of employment.

Criteria for awarding variable cash remuneration
The variable cash remuneration shall be linked to predetermined 
and measurable criteria which can be financial or non-financial. 
They may also be individualised, quantitative or qualitative objec-
tives. The criteria shall be designed so as to contribute to the 
Group’s business strategy and long-term interests, including its 
sustainability, by for example being clearly linked to the business 
strategy or promote the executive’s long-term development.

The variable short-term cash remuneration shall be linked to 
Volvo Car Group’s earnings before interest and taxes (EBIT), quality, 
and strategic transformation activities.

The variable long-term cash remuneration shall be linked to the 
development of the market value of Volvo Car Group as well as sat-
isfaction of certain performance conditions related to operating 
margin and revenue growth measured over the term of the pro-
gramme, as established by the Board of Directors.

To which extent the criteria for awarding variable cash remunera-
tion have been satisfied shall be evaluated when the measurement 
period has ended. The People and Sustainability Committee is 
responsible for the evaluation. For financial objectives, the evalua-
tion shall be based on the latest financial information made public 
by Volvo Car Group.

The Board of Directors shall have the possibility, under applicable 
law or contractual provisions, subject to the restrictions that may 
apply under law or contract, to in whole or in part reclaim variable 
remuneration paid on incorrect grounds (claw-back).

Deviation from the guidelines
The Board of Directors may temporarily resolve to deviate from the 
guidelines, in whole or in part, if in a specific case there is special 
cause for the deviation and a deviation is necessary to serve Volvo 
Car Group’s long-term interests, including its sustainability, or to 
ensure the Group’s financial viability. The People and Sustainability 
Committee’s tasks include preparing the Board of Directors’ resolu-
tion in remuneration-related matters. This includes any resolutions 
to deviate from the guidelines.
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Remuneration to the Executive Management Team
The remuneration to members of Executive Management Team comprises fixed salary, variable salary, pension benefits and other benefits. 
The table below shows the remuneration paid to the Executive Management Team in 2020.

One-off payment to the Executive Management and other  
senior executives
In observance of the Executive Management’s and some key 
employees’ hard work to achieve a listing of the Company’s shares 
on Nasdaq Stockholm, the People and Sustainability Committee 
has resolved on a cash one-off payment to the Executive Manage-
ment and certain other key employees (the “Management One-Off 
Payment”). In total, 13 senior executives are entitled to the Man-
agement One-Off Payment.

The Management One-Off Payment (gross) shall correspond to 
between 50–100 per cent of the annual base salary for the respec-
tive senior executive (100 per cent for the CEO). The total Manage-
ment One-Off Payment (gross) amounts to SEK 40,784,699. 

A condition for receiving the Management One-Off Payment is 
that the cash amount, net after deduction of preliminary tax, is rein-
vested by acquiring common shares of class B in the Company, to 
the extent possible.2 This in order to keep the senior executives’ 
strong engagement in Volvo Car Group, and to further align the 
executives’ and the Group’s interests in accordance with the share 
ownership policy for members of the EMT (see “Shares and share 
capital–Share ownership policy–Share ownership policy for mem-
bers of the EMT”). Acquisition of shares shall take place on Nasdaq 
Stockholm in immediate connection with the first day of trading in 
the Company’s shares on Nasdaq Stockholm. 

2) Any Executive Management member or senior executive resident in a juris-
diction where it will practically not be possible to acquire shares in the Com-
pany shall receive the Management One-Off Payment without a requirement  
to acquire common shares of class B in the Company.

TSEK Salary1) Variable pay2)
Long-term  

variable pay2)

Social security 
expenses (of which 

pension expenses)3) Total

President and CEO 13,835 14,250 21,704 13,944 (8,861) 63,733

Other members of the Executive 
Management Team*)

69,355 27,947 18,563 60,307 (21,167) 176,172

Total 83,190 42,197 40,267 74,251 (30,028) 239,905

*) Nine persons during 2020, eleven up until November 2020.
1) Includes benefits such as housing and company car.
2) Includes short term variable pay (STVP) and long-term variable pay (LTVP), respectively (see “–Cash-based incentive programmes” below), and also other  
additional short and long-term variable pay in accordance with individual agreements. Long-term variable pay also includes payments related to  
performance in previous periods.
3) Total amounts set aside or accrued to provide pension, retirement or similar benefits to the current Executive Management Team and former CEO amounted  
to MSEK 52 as of 31 December 2020.

Based on the assumption that the shares are acquired for a share 
price corresponding to the midpoint of the Price Range and after 
deduction of preliminary tax, the Management One-Off Payment 
will entitle the CEO and the other senior executives to the below 
net cash one-off payment to be used to acquire the below number 
of common shares class B in the Company.

Name Position

Management 
One-Off Pay-

ment (net), 
SEK

Number of 
shares

Håkan Samuelsson President and 
CEO

5,842,500 96,570

Other members of the 
Executive Manage-
ment (9 persons)

– 9,547,701 157,810

Total 15,390,201 254,380

Notice period and severance payment
The CEO’s contract is fixed term and expires on 31 December 
2022, without any notice period or severance payment. Upon ter-
mination of the employment of other members of the EMT, the 
notice period is between 6 months and 12 months. When termina-
tion is made by Volvo Car Group, severance pay corresponding of 
up to 12 months’ fixed cash salary is payable to such members of 
the EMT. When termination is made by the EMT member, the 
member has no right to severance pay.
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Cash-based incentive programmes
The currently outstanding cash-based incentive programmes in 
Volvo Car Group are described below. 

The terms for the CEO and other EMT members under these pro-
grammes are aligned with the principles for variable cash remunera-
tion set out in the Company’s Remuneration guidelines. For further 
information regarding the principles, please refer to “–CEO and the 
Executive Management Team–Remuneration guidelines” above.

Short-term incentive programmes
Volvo Bonus
The Volvo Bonus is a one-year, cash-based incentive programme 
that includes all Volvo Car Group employees, except those who par-
ticipate in the STVP (as defined and described below). The purpose 
of the Volvo Bonus is to strengthen the global alignment among 
employees around Volvo Car Group’s vision, objectives and strate-
gies, and to encourage all employees to contribute to Volvo Car 
Group’s achievement of the business plan targets established by 
the Board of Directors. Pay-out under the Volvo Bonus requires that 
Volvo Car Group’s profit, measured as earnings before interest and 
taxes (EBIT), reaches certain levels. In order for any Volvo Bonus to 
be paid out, a minimum EBIT level (the threshold level) needs to be 
met. If the higher target, or maximum, EBIT level is reached, the 
pay-out under the Volvo Bonus will increase (with linear pay-outs 
for performance between the levels). The amount subject to pay-
ment for each level of performance is a percentage of the employ-
ee’s annual fixed cash salary (or a fixed amount in certain cases), 
with a cap on the maximum amount payable when reaching or 
exceeding the maximum EBIT level. The pay-out is capped at 
200 per cent of the so-called target bonus. The target bonus is a 
percentage of the employee’s annual fixed cash salary on 31 
December at the end of each performance year. To be eligible for 
pay-out, the employee must remain within Volvo Car Group on the 
pay-out date.

Short-Term Variable Pay programme (“STVP”)
The STVP is a one-year, cash-based incentive programme compris-
ing the CEO, other EMT members and certain other senior execu-
tives, in total approximately 150 employees. The purpose of the 
STVP is to support Volvo Car Group’s corporate strategy and trans-
formation.

Pay-out under the STVP requires that Volvo Car Group satisfies 
certain performance indicators related to EBIT (1/3), quality (1/3) 
and strategic transformation activities (1/3), as established by the 
People and Sustainability Committee. A threshold, target and maxi-
mum level is set for each performance indicator. In order for any 
STVP to be paid out in respect of each performance indicator, the 
threshold level needs to be met. If the higher target, or maximum, 
level is reached, the pay-out related to the relevant performance 
indicator will increase (with linear pay-outs for performance 
between the levels). The amount subject to payment for each level 
of performance is a percentage of the employee’s annual fixed cash 
salary, with a cap on the maximum amount payable when reaching 
or exceeding the maximum levels of all performance indicators. The 
pay-out is capped at 200 per cent of the so-called target award. 

The target award is a percentage of the employee’s annual fixed 
cash salary on 31 December at the end of each performance year. 
To be eligible for pay-out, the employee must remain within Volvo 
Car Group on the pay-out date.

Liability and cost
In 2020, the aggregate cost for the Volvo Bonus and the STVP 
amounted to MSEK 1,105, including social security expenses, of 
which MSEK 56 was related to EMT (including the CEO).

Volvo Car Group financials for the first half of 2020 were severely 
impacted by the COVID-19 pandemic. The Board of Directors 
therefore decided to cancel the EBIT levels for the full year 2020 
and replace them with new EBIT levels for the second half of 2020. 
The new threshold, target and maximum levels related to EBIT 
under the Volvo Bonus and STVP were adjusted to 50 per cent of 
the original levels and the pay-out levels were reduced accordingly.

Long-term incentive programme
Long-term variable pay programmes (“LTVPs”)
The LTVPs are three-year, cash-based incentive programmes com-
prising the equivalent group of employees as included in the STVP, 
i.e. the CEO, other EMT members and certain other senior execu-
tives, in total approximately 150 employees. Currently, there are 
three outstanding LTVPs; 2019/2022, 2020/2023, and 
2021/2024.

The purpose of the LTVPs is to (i) strengthen the alignment of key 
people around Volvo Car Group’s vision, objectives, strategies and 
business plan, (ii) improve Volvo Car Group’s ability to attract and 
retain people with key competencies, and (iii) reward potential 
future contribution in relation to increased shareholder value. 

Under the 2019/2022 LTVP, the pay-out solely depends on the 
development of the market value of Volvo Car Group during the 
term of the programme. 

Under the 2020/2023 and 2021/2024 LTVPs, the pay-out 
depends on the development of the market value of Volvo Car 
Group as well as satisfaction of certain performance conditions 
related to operating margin and revenue growth measured over the 
term of the programme, as established by the Board of Directors. A 
threshold and a maximum level is set for each performance condi-
tion. In order for any LTVP to be paid out in respect of each perfor-
mance conditions, the threshold level needs to be met. If the higher 
maximum level is reached, the pay-out related to the relevant per-
formance condition will increase (with linear pay-outs for perfor-
mance between the levels). 

The amount subject to payment under the LTVPs is a percentage 
of the employee’s annual fixed cash salary, with a cap on the maxi-
mum amount payable. Under the 2019/2022 LTVP, the pay-out is 
capped at 200 per cent of the so-called target award and under the 
2020/2023 and 2021/2024 LTVPs the pay-out is capped at 
300 per cent of the target award. The target award is a percentage 
of the employee’s annual fixed cash salary set at the start of the 
programme. To be eligible for pay-out under the LTVPs, the 
employee must remain within Volvo Car Group (and not be under 
notice of termination) on the pay-out date.
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The currently outstanding LTVPs will continue until the end of each 
programme, but the current intention of the Board of Directors is to 
propose the 2022 Annual General Meeting to approve a long-term 
share-based incentive programme to comprise a similar number of 
employees as included in the LTVPs. If such a programme would be 
implemented, no LTVP would be offered in 2022. The current 
intention of the Board of Directors is for long-term share-based 
incentive programmes to replace the LTVPs going forward (please 
refer to “Shares and share capital–Share-based investment and 
incentive programmes, etc.”).

XC60

Liability and cost
In 2020, the aggregate cost for the LTVPs amounted to MSEK 110 
including social security expenses, of which MSEK 34 was related 
to EMT. The total liability amounted to MSEK 180.

For further information on currently outstanding incentive pro-
grammes, see “Note 8 – Employees and Remuneration” on page 
F-32–F-36 in “Historical financial information”. 

Share-based investment and incentive programmes
See “Shares and share capital–Share-based investment and incen-
tive programmes, etc.”.
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Share information
According to the Company’s currently registered Articles of Associ-
ation, the share capital shall be not less than SEK 50,000,000 and 
not more than SEK 200,000,000, divided into not less than 
50,000,000 shares and not more than 200,000,000 shares. As of 
30 June 2021 and as of the date of this prospectus, the Company’s 
registered share capital was SEK 51,138,794, represented by 
51,138,794 shares (of which 50,000,000 common shares of class 
A and 1,138,794 preference shares of class C), each with a quota 
value of SEK 1.00. For information regarding changes in the Com-
pany’s share capital, see “–Share capital development” and “–
Share capital structure amendments in connection with the Offer-
ing, etc.” below.

At the Extraordinary General Meeting held on 17 October 2021, 
amended Articles of Association were adopted, according to which 
the share capital shall be not less than SEK 50,000,000 and not 
more than SEK 200,000,000, divided into not less than 
2,500,000,000 shares and not more than 10,000,000,000 
shares. Shares of either class may be issued up to an amount corre-
sponding to the entire share capital. See also “Articles of Associa-
tion”.1

The shares in the Company have been issued in accordance with 
Swedish law, are fully paid and denominated in SEK. The common 
shares of class B in the Company will be freely transferable in 
accordance with Swedish law at the time of the admission to trad-
ing on Nasdaq Stockholm. The rights of the shareholders may only 
be changed pursuant to the procedures set out in the Swedish 
Companies Act or the Articles of Association.

Certain rights attached to the shares
General meetings
For information on the General Meetings in Volvo Car Group, see 
“Corporate governance–General Meeting of shareholders”.

Voting rights
Each common share of class B carries one (1) vote at a General 
Meeting and each common share of class A carries ten (10) votes at 
a General Meeting. Each shareholder is entitled to vote for the total 
number of shares held without limitation of the voting powers.

Preferential rights to new shares, etc.
Should the Company decide to issue shares, warrants or converti-
bles (Sw. konvertibler) by way of a cash issue or a set-off issue (Sw. 
kvittningsemission), shareholders shall have preferential rights to 
subscribe in proportion to their existing shareholdings. There are, 
however, no provisions in the Company’s Articles of Association 
that limit the Company’s ability to decide, in accordance with the 
rules set out in the Swedish Companies Act, to issue new shares, 
warrants or convertibles with deviation from the shareholders’ pref-
erential rights. For further information, see § 8 in the Company’s 
Articles of Association (included in “Articles of Association”).

1) The amended Articles of Association are expected to be registered with the 
Swedish Companies Registration Office on or about 25 October 2021.

Rights to dividends and surplus in the event of liquidation
Pursuant to the amended Articles of Association, all shares in the 
Company carry the same right to share in the Company’s profit and 
any surplus in the event of liquidation.

Dividends are resolved upon by the General Meeting and the pay-
ment is administered by Euroclear Sweden. Dividends may only be 
paid if the Company, after such dividends, still has full coverage of 
its restricted equity and further to the extent that such dividends 
are justified taking into consideration (i) the demands with respect 
to size of shareholders’ equity which are imposed by the nature, 
scope and risks associated with the operations; and (ii) the Compa-
ny’s and the Group’s consolidation needs, liquidity and position in 
general (the so-called prudence rule). As a general rule, the share-
holders may not decide upon larger dividends than those proposed 
or approved by the Board of Directors. Dividends are normally paid 
to shareholders in cash on a per share basis, but may also be paid in 
kind.

On the record date established by the General Meeting, holders 
recorded as owners of shares in the register of shareholders main-
tained by Euroclear Sweden will be entitled to receive dividends. If 
a shareholder cannot be paid through Euroclear Sweden, such 
shareholder still retains its claim to the dividend amount, and the 
claim remains against the Company subject to a statutory limitation 
of 10 years. Should the claim become barred by the statute of limi-
tations, the dividend amount is forfeited to Volvo Car Group. Nei-
ther the Swedish Companies Act nor the Company’s Articles of 
Association contain any restrictions regarding dividend rights of 
shareholders outside Sweden. Subject to any restrictions imposed 
by banks or clearing systems in the relevant jurisdiction, payments 
to such shareholders are made in the same manner as for share-
holders resident in Sweden. However, shareholders who are not tax 
resident in Sweden are normally subject to Swedish withholding 
tax. See “Tax considerations–Tax considerations in Sweden” for 
additional information.

Information on taxation
The tax legislation in the investor’s home country and in 
Sweden may affect any income received from shares in the 
Company.
The taxation of any dividend, as well as capital gains taxation 
and rules concerning capital losses in connection with disposal 
of securities, depends on the investor’s particular circum-
stances. Special rules apply to certain categories of tax payers 
and certain types of investment forms. Each holder of shares 
should therefore consult a tax advisor for information on the 
specific implications that may arise in an individual case, 
including the applicability and effect of foreign tax rules and 
tax treaties.

Shares and share capital
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Conversion clause in respect of common shares of class A
At the request from a shareholder, common shares of class A (one 
or more) belonging to that shareholder shall be converted to the 
corresponding number of common shares of class B. The request of 
conversion, which shall be in writing and state the number of shares 
to be converted, shall be addressed to the Board. The conversion 
shall thereafter without delay be filed for registration with the 
Swedish Companies Registration Office (Sw. Bolagsverket) and 
shall be executed when registered in the companies’ register and 
recorded in the share register kept by Euroclear Sweden.

Post-transfer purchase right in respect of common shares  
of class A
If a common share of class A, by way of purchase, exchange, gift, 
separation of property, succession, will, distribution of the com-
pany, merger, separation or some other kind of acquisition, has 

been transferred from a shareholder to a person not previously a 
shareholder of common shares in the company, such common share 
of class A shall be offered for sale (post-transfer purchase right) to 
the other shareholders of common shares of class A. The 
post-transfer purchase right offer may not be exercised in respect 
of a smaller number of common shares of class A than the number 
of shares covered by the offer. For further information, see § 15 in 
the Company’s Articles of Association (included in “Articles of 
Association”).

Dividend history
The table below shows dividends paid by the Company relating to 
the financial years 2018–2020 and the six months ended 30 June 
2021. For information on Volvo Car Group’s dividend policy, please 
refer to “Business description–Dividend policy”.

For the six months 
ended 30 June For the year ended 31 December

SEK 2021 2020 2019 2018

Common share of class A Total dividend 5,979,184,142 – 145,000,000 1,387,500,000

Number of outstanding shares 50,000,000 50,000,000 50,000,000 50,000,000

Dividend per share 119.58 – 2.90 27.75

Preference share of class C1) Total dividend 178,972,865 – 35,006,528 –

Number of outstanding shares 1,138,794 1,138,794 1,138,794 –

Dividend per share 157.18 – 30.74 –

Preference share of class P2) Total dividend – – – 125,000,000

Number of outstanding shares – – – 500,000

Dividend per share – – – 250

1) Issued in 2019.
2) Redeemed in 2019.

C40
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Share capital development
The table below shows the development of the Company’s share capital since 1 January 2018.2

2) Future issues of shares as a result of incentive programmes are not reflected in 
the table. Please refer to “–Share-based investment and incentive programmes, 
etc.–New share-based incentive programme” for further information.

Change in number of shares Total number of outstanding shares

Year Event

Common 
shares of  

class A

Common 
shares of 

class B

Prefer-
ence 

shares of 
class C Total

Change  
in share 
capital, 

SEK

Common 
shares of  

class A

Common 
shares of 

class B

Prefer-
ence 

shares of 
class C Total

Quota value 
per Share, 

SEK

Total share 
capital, 

SEK

Input – – – – – – 50,000,000 500,000 50,500,000 1.00 50,500,000

2019 Redemption  
of preference 
shares1)

– – -500,000 -500,000 -500,000 50,000,000 – – 50,000,000 1.00 50,000,000

2019 Directed new 
issue of prefer-
ence shares2)

– – 1,138,794 1,138,794 1,138,794 50,000,000 – 1,138,794 51,138,794 1.00 51,138,794

2021 Redemption  
of Preference 
Shares3)

– – -1,138,794 – -1,138,794 50,000,000 – – 50,000,000 1.00 50,000,000

2021 Bonus Issue4) – – – – 1,138,794 50,000,000 – – 50,000,000 1.02277588 51,138,794

2021 Conversion of 
common shares 
of class A to 
common shares 
of class B5)

-12,735,850 12,735,850 – – – 37,264,150 12,735,850 – 50,000,000 1.02277588 51,138,794 

2021 Share Split6) 1,825,943,350 624,056,650 – 2,450,000,000 – 1,863,207,500 636,792,500 – 2,500,000,000 0.0204555176 51,138,794 

2021 New Issue7) – 413,223,140  – 413,223,140  8,452,693  1,863,207,500 1,050,015,640 – 2,913,223,140 0.0204555176 59,591,487  

2021 Issue in Kind8) – 1,695,386 – 1,695,386 34,680 1,863,207,500 1,051,711,026 – 2,914,918,526 0.0204555176 59,626,167 

2021 Directed Share 
Issue to the  
Preference 
Shareholders9)

– 87,992,075 – 87,992,075 1,799,923 1,863,207,500 1,139,703,101 – 3,002,910,601 0.0204555176 61,426,091 

1) Carried out at a redemption price of SEK 11,489.73 per share and by reducing the share capital by SEK 50,000,000. The purpose for the reduction of the share capital 
was repayment to shareholders. 
2) Carried out at a subscription price of SEK 4,400 per share, paid by setting-off claims against the Company arising from the redemption of preference shares in 2019.
3) Carried out at a redemption price of SEK 4,674.70 per Preference Share through a reduction of the Company’s share capital by SEK 1,138,794. See “–Share capital 
structure amendments in connection with the Offering, etc.–Other changes to the share capital structure in conjunction with the Offering–Changes relating to the Prefer-
ence Shares–Redemption of Preference Shares” below.
4) Bonus issue in the amount of SEK 1,138,794, entailing that a corresponding amount is being transferred from unrestricted equity without the issuance of new shares, in 
order to restore the share capital of the Company following the Redemption of Preference Shares. See “–Share capital structure amendments in connection with the Offer-
ing, etc.–Other changes to the share capital structure in conjunction with the Offering–Changes relating to the Preference Shares–Bonus Issue to restore the share capital” 
below.
5) Conversion of 12,735,850 common shares of class A to 12,735,850 common shares of class B on a 1:1 basis in conjunction with the Offering. See “–Share capital struc-
ture amendments in connection with the Offering, etc.–Other changes to the share capital structure in conjunction with the Offering–Conversion of common shares in con-
nection with the Offering” below.
6) Split of the common shares of class A and B in the Company (50:1). See “–Share capital structure amendments in connection with the Offering, etc.–Other changes to 
the share capital structure in conjunction with the Offering–Share Split” below.
7) The New Issue of common shares of class B in connection with the Offering, assuming that the New Issue is carried out at an Offering Price corresponding to the mid-
point of the Price Range. See “–Share capital structure amendments in connection with the Offering, etc.–The New Issue of common shares of class B as part of the Offer-
ing” below.
8) Exchange of shares held in Volvo Car Corporation for shares in the Company, under the assumption that the Offering Price corresponds to the midpoint of the Price 
Range. See “–Share capital structure amendments in connection with the Offering, etc.–Other changes to the share capital structure in conjunction with the Offering–Issue 
in Kind to exchange shares in Volvo Car Corporation for shares in the Company” and “–Share-based investment and incentive programmes, etc.–Previous share-based 
investment programme in Volvo Car Corporation” below.
9) Directed Share Issue to the Preference Shareholders in connection with the Offering, assuming that the Directed Share Issue to the Preference Shareholders is carried 
out at an Offering Price corresponding to the midpoint of the Price Range. See “–Share capital structure amendments in connection with the Offering, etc.–Changes relating 
to the Preference Shares–Directed Share Issue to the Preference Shareholders” below.
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Share capital structure amendments in connection with the 
Offering, etc.
The New Issue of common shares of class B as part of the 
Offering
At the Extraordinary General Meeting held on 17 October 2021, it 
was resolved on the New Issue for the purpose of completing the 
Offering. The Board of Directors was authorised to resolve to which 
amount the Company’s share capital is to increase with, the number 
of common shares of class B to be issued as well as the subscrip-
tion price. The subscription price shall correspond to the Offering 
Price. The right to subscribe for new common shares of class B shall, 
with deviation from the shareholders’ preferential right, be given to 
the general public in Sweden, Denmark, Finland and Norway and 
institutional investors. The Board of Directors is expected to deter-
mine the final term for the New Issue on or about 27 October 2021 
and the number of shares issued will depend on the Offering Price.

See also “–Dilution” below.

Other changes to the share capital structure in conjunction 
with the Offering
Changes relating to the Preference Shares
Folksam ömsesidig sakförsäkring, Folksam ömsesidig livförsäkring 
(Tjänstepension), Folksam ömsesidig livförsäkring (Övrig 
försäkring), KPA Pensionsförsäkring AB (publ) (“Folksam”) and 
AMF Pensionsförsäkring (“AMF”) (the “Preference Sharehold-
ers”) hold preference shares of class C in the Company, issued in 
connection with a private placement in 2019 (the “Preference 
Shares”).

To make sure that, following completion of the Offering, the 
Company will only have common shares of class A and common 
shares of class B outstanding, the below measures will be taken 
in relation to the Preference Shares. The Company’s Articles of 
Association, adopted by the Extraordinary General Meeting held on 
17 October 2021 and expected to be registered with the Swedish 
Companies Registration Office on or around 25 October 2021, con-
tain no possibility to issue preference shares of class C (see “Arti-
cles of Association”).

Redemption of Preference Shares 
At an Extraordinary General Meeting held on 17 October 2021, it 
was resolved to redeem all 1,138,794 Preference Shares through a 
reduction of the Company’s share capital by SEK 1,138,794, where 
the redemption price of SEK 4,674.70 per Preference Share corre-
sponds to the Preference Shareholders’ subscription price for the 
Preference Shares plus accrued but unpaid preference yield (the 
“Redemption of Preference Shares”). The redemption price will 
be paid by the Company through the issuance of promissory notes 
to the Preference Shareholders, in a total amount of MSEK 5,324.

Bonus Issue to restore the Company’s share capital
In order to restore the Company’s share capital following the 
Redemption of the Preference Shareholders, the Extraordinary 
General Meeting held on 17 October 2021 resolved on a 
bonus issue in an amount corresponding to SEK 1,138,794 
(the “Bonus Issue”). The Bonus Issue will be carried out with the 
amount being transferred from unrestricted equity without the issu-
ance of new shares.

Directed Share Issue to the Preference Shareholders
As a condition for the Redemption of Preference Shares, each Pref-
erence Shareholder has undertaken to reinvest the total respective 
redemption price in a directed share issue of common shares of 
class B, where the subscription price shall correspond to the Offer-
ing Price and where payment shall be made by setting of of the 
promissory notes (the “Directed Share Issue to the Preference 
Shareholders”). The Directed Share Issue to the Preference Share-
holders is expected to be resolved at an Extraordinary General 
Meeting to be held on 27 October 2021. The number of shares in 
the Directed Share Issue to the Preference Shareholders will, 
depending on the Offering Price, be not less than 78,287,067 
and not more than 100,443,786.

See also “–Dilution” below.

Corporate resolutions and registration
The resolutions regarding the Redemption of Preference Shares 
and the Bonus Issue were adopted at the Extraordinary General 
Meeting held on 17 October 2021. The Redemption of Preference 
Shares and the Bonus Issue are expected to be registered with the 
Swedish Companies Registration Office on or around 25 October 
2021.

The resolution regarding the Directed Share Issue to the Prefer-
ence Shareholders is expected to be adopted at an Extraordinary 
General Meeting to be held on 27 October 2021, and is expected to 
be registered with the Swedish Companies Registration Office on 
or around 1 November 2021.

Conversion of common shares in connection with the Offering
In order to facilitate settlement of the New Issue through a share 
loan mechanism, Geely Sweden has agreed to convert a number of 
its common shares of class A to common shares of class B and lend 
them to the SEB, acting as settlement agent. The conversion is also 
carried out to provide Geely Sweden with common shares of class 
B that will be sold as part of the Offering, and to be utilised as 
Overallotment Option. On the back of this, an Extraordinary Gen-
eral Meeting held on 17 October 2021 resolved to convert 
12,735,850 common shares of class A to 12,735,850 common 
shares of class B on a 1:1 basis (the “Share Conversion”). The 
Share Conversion is expected to be registered with the Swedish 
Companies Registration Office on or about 25 October 2021.
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Share Split
At an Extraordinary General Meeting held on 17 October 2021, it 
was resolved to split the common shares of class A and B in the 
Company (50:1), respectively, where one existing common share of 
class A and B, respectively will be split into 50 common shares of 
the corresponding class, in order to achieve an appropriate number 
of shares in the Company and thereby an appropriate price per 
share in the Offering (the “Share Split”). The Share Split is 
expected to be registered with the Swedish Companies Registra-
tion Office on or around 25 October 2021.

Issue in Kind to exchange shares in Volvo Car Corporation for 
shares in the Company
In connection with the listing of the common shares of class B on 
Nasdaq Stockholm, shares held in Volvo Car Corporation by a num-
ber of current and former members of the EMT and the Board as a 
consequence of their private investments under a previous invest-
ment programme in Volvo Car Corporation will be exchanged for 
shares in the Company through an issue in kind (the “Issue in 
Kind”). In total, 437 shares in Volvo Car Corporation will be 
exchanged for 1,695,386 new common shares of class B in the 
Company (under the assumption that the Offering Price corre-
sponds to the midpoint for the Price Range). The shares in in Volvo 
Car Corporation shall be contributed to the Company no later than 
27 October 2021. As of the date of this prospectus, the exercise of 
warrants in Volvo Car Corporation has not been registered with the 
Swedish Companies Registration Office. See  “–Share-based 
investment and incentive programmes, etc.–Previous share-based 
investment programme in Volvo Car Corporation”.

The resolution regarding the Issue in Kind is expected to be adopted 
at an Extraordinary General Meeting to be held on 27 October 2021, 
and is expected to be registered with the Swedish Companies 
 Registration Office on or about 1 November 2021.

See further also “–Share-based incentive programmes, etc.–
New share-based investment and incentive programme”. See also 
“–Dilution” below.

Dilution
Assuming that the Offering Price will correspond to the midpoint in 
the Price Range, the New Issue will lead to an increase in the num-
ber of shares from 2,500,000,000 (after the Redemption of Pref-
erence Shares and the Share Split) to 2,913,223,140 shares. For 
existing shareholders, a dilution of 413,223,140 new shares will 
arise, corresponding to 14.2 per cent of the total shares and 
2.1 per cent of the total votes after the New Issue. Together, the 
New Issue, the Issue in Kind and the Directed Share Issue to the 
Preference Shareholders will lead to an increase in the number of 
shares from 2,500,000,000 (after the Redemption of Preference 
Shares and the Share Split) to 3,002,910,601 shares. For existing 
shareholders, a dilution of 502,910,601 new shares will arise, cor-
responding to 16.7 per cent of the total shares and 2.5 per cent of 
the total votes after the New Issue, the Issue in Kind and the 
Directed Share Issue to the Preference Shareholders.

Net asset value per share
As of 30 June 2021, the Company’s net asset value3 per share 
amounted to SEK 1,431. Adjusted for the Redemption of Preference 
Shares and the Share Split 4, the net asset value per share would have 
amounted to SEK 27. Adjusted also for the Issue in Kind and the 
Directed Share Issue to the Preference Shareholders (under the 
assumption that the Offering Price corresponds to the midpoint of the 
Price Range),5 the net asset value per share would have amounted to 
SEK 28. The Offering Price will be set within the Price Range of 
SEK 53–68 per common share of class B.

3) Calculated as equity (SEK 73,190,000,000) divided by the number of 
shares (51,138,794) as of 30 June 2021
4) See “–Other changes to the share capital structure in conjunction with the 
Offering–Changes relating to the Preference Shares” and “–Other changes to 
the share capital structure in conjunction with the Offering–Share split” above, 
together increasing the number of shares by 2,448,861,206.
5)  See “–Other changes to the share capital structure in conjunction with the 
Offering–Changes relating to the Preference Shares” and ”–Other changes to 
the share capital structure in conjunction with the Offering–Issue in Kind to 
exchange shares in Volvo Car Corporation for shares in the Company” above, 
together increasing the number of shares by an additional 89,687,461.
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Ownership structure
The table below sets forth the Company’s ownership structure prior 
to the Offering and directly after completion of the Offering, 
respectively, provided that all allocated shares have settled as allo-
cated, reflecting both the ownership structure if the Overallotment 
Option is not exercised and the Offering is not increased, and if the 

Overallotment Option is fully exercised and the Offering is fully 
increased. The table is also based on the assumption that (i) the 
measures described in “–Other changes to the share capital struc-
ture in conjunction with the Offering” above have been carried out 
and (ii) the Offering Price corresponds to the midpoint of the Price 
Range.

Immediately following completion of the Offering and the share 
capital structure amendments in connection with the Offering, and 
assuming that the Overallotment Option is exercised in full and that 
the Offering is fully increased, the Principal Shareholder will hold 
78.4 per cent of the shares and 96.7 per cent of the votes. Thus, 
the Principal Shareholder will have a significant influence over the 
outcome of matters submitted to the Company’s shareholders for 
approval. Such influence is, however, limited by the provisions of 
the Swedish Companies Act and other applicable laws and regula-
tions. The Principal Shareholder is owned as to 91 per cent by Eric 
Li (Chairperson of the Company’s Board) and 9 per cent by Eric Li’s 
son Li Xing Xing.

In Sweden, the lowest limit for disclosure of holdings (Sw. flagg-
ning) is five per cent of all shares or the voting rights of all shares.

Lock-up arrangements, etc.
The Principal Shareholder, members of the Board of Directors and 
the Executive Management Team will undertake, with certain excep-
tions, not to sell their respective holdings for a certain period after 
trading of the Company’s common shares of class B on Nasdaq 
Stockholm has commenced. The Cornerstone Investors will not be 
subject to a lock-up in respect of their allocations. For additional 
information, see “Plan of distribution–Lock-up arrangements, etc.”.

Listing application
On 30 August 2021, the listing committee of Nasdaq Stockholm 
assessed that the Company meets Nasdaq Stockholm’s listing 
requirements, provided that customary terms and conditions are 

satisfied, including that the distribution requirement for the Compa-
ny’s common shares of class B is met no later than the first day of 
trading in the Company’s common shares of class B on Nasdaq 
Stockholm and that the Company applies for the admission to trad-
ing of its common shares of class B on Nasdaq Stockholm. The list-
ing committee of Nasdaq Stockholm has assessed that the distri-
bution requirement for the Company’s common shares of class B 
can be met through the Offering that entails a free float of at least 
12.5 per cent of the shares in the Company. The expected first day 
of trading on Nasdaq Stockholm is 28 October 2021. The common 
shares of class B will be traded under the ticker VOLCAR B.

Shareholders’ agreements
The existing shareholders are currently party to a shareholders’ 
agreement which will terminate in connection with listing of the 
shares on Nasdaq Stockholm.

To the Board of Directors’ knowledge, there are no shareholders’ 
agreement or other agreements between shareholders in the Com-
pany intended to exercise joint control of the Company. Nor is the 
Board of Directors aware of any agreements which may result in a 
change to the control of the Company.

Share-based investment and incentive programmes, etc.
Previous share-based investment programme in Volvo Car 
Corporation
During 2015, the Company’s subsidiary Volvo Car Corporation 
issued 1,359 warrants with the right to subscribe for shares in Volvo 
Car Corporation. The offer to acquire the warrants was directed to, 

 Prior to the Offering

After the Offering  
(if the Overallotment Option is not exercised 

and the Offering is not increased)

After the Offering  
(if the Overallotment Option is fully exercised 

and the Offering is fully increased)

Shareholder

Common 
shares of 
class A

Com-
mon 
shares 
of 
class B

Prefer-
ence 
shares of 
class C

Shares, 
%

Votes, 
%

Common 
shares of 
class A

Common 
shares of 
class B

Shares, 
%

Votes, 
%

Common 
shares of 
class A

Common 
shares of 
class B

Shares,  
%

Votes, 
%

Major share-
holders

Geely  
Holding 50,000,000 – – 97.8 99.8 1,863,207,500 636,792,500 83.3 97.5 1,863,207,500 492,164,401 78.4 96.7

AMF1) – – 681,818 1.3 0.1 – 77,475,947  2.6 0.4 – 77,475,947  2.6 0.4

Folksam2) – – 456,976 0.9 0.1 – 35,309,516 1.2 0.2 – 35,309,516 1.2 0.2

Total major  
shareholders 50,000,000 – 1,138,794 100.0 100.0 1,863,207,500 749,577,963 87.0 98.0 1,863,207,500 604,949,864 82.2 97.3

New share-
holders – – – – – – 390,125,138 13.0 2.0 – 534,753,237 17.8 2.7

Total new and 
existing 
shareholders 50,000,000 – 1,138,794 100.0 100.0 1,863,207,500 1,139,703,101 100.0 100.0 1,863,207,500 1,139,703,101 100.0 100.0

1) AMF Pensionsförsäkring. AMF’s shareholding after the Offering includes shares comprised by its commitment to acquire shares in the Offering (see “Plan of distri-
bution–Cornerstone Investor commitments”).
2) Folksam ömsesidig sakförsäkring, Folksam ömsesidig livförsäkring (Tjänstepension), Folksam ömsesidig livförsäkring (Övrig försäkring) and KPA Pensions-
försäkring AB (publ).
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and accepted by, a number of current and former members of the 
EMT and the Board, pursuant to the below table.

The purchases were made by way of private investments at fair 
market value in accordance with an external valuation. Each warrant 
 entitled to subscription for one share in Volvo Car Corporation for 
a predetermined amount, with the last day for subscription being 
30 September 2021. On 13 September 2021, the warrants were 
exercised by all then-current participants, in accordance with the 
terms of the investment programme, who thus received shares in 
Volvo Car Corporation.

In connection with the Offering, the participants’ shares in Volvo 
Car Corporation as set out in the table below will be contributed to 
the Company in exchange for newly issued common shares of class 
B in the Company through the Issue in Kind (under the assumption 
that the Offering Price corresponds to the midpoint for the Price 
Range), where the exchange ratio has been adjusted in line with the 
terms for the investment programme. For the participants, the total 
value of the adjustment is estimated to amount to SEK 6.5 million. 
For further information on the Issue in Kind, see “–Share capital 
structure amendments in connection with the Offering, etc.–Other 
changes to the share capital structure in conjunction with the Offer-
ing–Issue in Kind to exchange shares in Volvo Car Corporation for 
shares in the Company”)

Name Position

Number 
of shares 

in Volvo 
Car Cor-
poration

Number of 
common shares 
of class B in the 
Company to be 

issued 

Håkan Samuelsson President and CEO 316 1,225,959

Other existing and  
former members of  
the EMT and the Board

– 121 469,427

Total 437 1,695,386

Polestar investment programme
During 2019, Volvo Car Group, through its subsidiary Volvo Car 
Corporation, implemented a share-based investment programme, 
whereby certain members of the EMT of Volvo Car Group, includ-
ing Håkan Samuelsson, Henrik Green and Maria Hemberg, and 
members of the board and the executive management team of 
Polestar were offered to purchase shares. Each participant has 
purchased shares in Volvo Car Group’s subsidiary PSINV AB, 
which in turn owns shares in Polestar Holding and, hence, the par-
ticipants are indirectly minority owners of Polestar. The private 
investments in shares were made at fair market value in accord-
ance with an external valuation. In case a participant is no longer 
employed by either Volvo Car Group or the Polestar group, Volvo 
Car Corporation has an option to acquire the participant’s shares in 
PSINV AB. Volvo Car Corporation also has an obligation to acquire 
the participants’ shares after a certain time period. In total, the 

participants hold approximately 21.18 per cent of the shares in 
PSINV AB, which corresponds to an indirect ownership in Polestar 
Holding of approximately 0.16 per cent (Håkan Samuelsson’s, Hen-
rik Green’s and Maria Hemberg’s indirect shareholdings in Polestar 
Holding correspond to approximately 0.051, 0.015 and 
0.006 per cent of the shares, respectively). Following completion 
of Polestar’s announced business combination with Gores Gug-
genheim, the intention is that the Polestar investment programme 
shall be dissolved in accordance with the terms of the programme, 
entailing that Volvo Car Corporation shall acquire the participants’ 
shares and that the participants shall reinvest the received amount, 
net after deduction of preliminary tax, in Polestar UK shares. The 
purchased shares will be subject to a 180 days’ lock-up period fol-
lowing completion of the de-SPAC (see also “Business descrip-
tion–Strategic affiliates and strategic investments–Polestar –  
Progressive electric performance brand–History and ownership 
structure of Polestar”).

New share-based incentive programme
The current intention of the Board of Directors is to propose the 
2022 Annual General Meeting to approve a long-term share-based 
incentive programme, in the form of a three-year performance share 
plan (“PSP”), to comprise a similar number of employees as 
included in the LTVPs, i.e. including the CEO, other members of the 
EMT and certain other senior executives. If proposed by the Board 
of Directors as currently intended, and approved by the Annual Gen-
eral Meeting, allotment of common shares of class B would be sub-
ject to continued employment within Volvo Car Group and satisfac-
tion of certain performance conditions related to financial and 
sustainability metrics, such as revenue growth, operating margin 
and reduction of CO2 emissions.

The total maximum value of the PSP at implementation is currently 
envisaged to be approximately MSEK 300 (including future social 
security contributions).

New share-matching programme
The current intention of the Board of Directors is to propose the 
2022 Annual General Meeting to approve a share-matching pro-
gramme (“SMP”), directed to all permanent employees of the 
Group (save for the Executive Management and certain other senior 
executives). If proposed by the Board of Directors as currently 
intended, and approved by the Annual General Meeting, each 
employee who wishes to participate in the SMP would be required 
to invest in common shares of class B in the Company up to an 
aggregate value at the time of the investment of no more than 
SEK 10,000 (“Investment Value”) and Volvo Car Group would 
match the investment by way of allocation of such number of com-
mon shares of class B in the Company that at the time of allocation 
in value equals the Investment Value minus the tax payable by the 
 participant. Allocation of the matching shares would be subject to 
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continued employment within the Volvo Car Group and retention of 
the investment shares during a two-year period following the pur-
chase of the investment shares. Alternative structures may be pro-
posed and implemented in jurisdictions where a share-matching 
programme would not be feasible or practicable due to legal, tax or 
administrative reasons.

The total maximum value of the SMP at implementation, based 
on a 100 per cent take-up by eligible employees, is currently envis-
aged to be approximately MSEK 526 (including future social secu-
rity contributions).

Share ownership policies
Share ownership policy for members of the EMT
Since the Board of Directors believes that long-term share owner-
ship is an important way to create alignment between the EMT 
members and Volvo Car Group’s shareholders, it has implemented 
the following policy of share ownership for members of the EMT.

The Board of Directors recommends the CEO and other mem-
bers of the EMT to accumulate personal holdings in shares with a 
market value corresponding to the value of 100 per cent of the EMT 
member’s annual fixed cash salary. It is recommended that the per-
sonal holding of shares be established within five years from the 
listing of the Company and, for new hires, within five years from 
commencement of employment with the Group as CEO or other 
member of the EMT. The CEO and the other members of the EMT 
are expected to achieve the recommended share ownership by 
retaining shares allotted (net after taxes payable) under future 
incentive programmes. Further, upon reaching the recommended 
share ownership level, it is expected that the CEO and the other 
members of the EMT maintain shares of such value for the duration 
of their appointment as CEO or the other member of the EMT.

Share ownership policy for members of the Board
The Board of Directors has also implemented a policy of share own-
ership for the members of the Board of Directors, under which it is 
recommended that those members of the Board, who do not 
already have such holding, over a five year period, acquire an owner-
ship in shares with a market value corresponding to at least one 
year of board remuneration, before taxes, excluding remuneration 
for committee work. Upon reaching the recommended share own-
ership level, it is expected that the members of the Board maintain 
shares of such value for the duration of their appointments as mem-
bers of the Board. 

Authorisation for the Board of Directors to resolve to issue 
new common shares of class B
In addition to the authorisation described under “–Share capital 
structure amendments in connection with the Offering, etc.–The 
New Issue of common shares of class B as part of the Offering” 

above, the Extraordinary General Meeting held on 17 October 2021 
resolved to authorise the Board of Directors to, on one or several 
occasions up to the next Annual General Meeting, resolve on new 
issues of common shares of class B. The total number of shares 
that may be issued by virtue of the authorisation shall be within the 
limits of the Articles of Association and not exceed ten (10) per cent 
of the total number of shares in the Company at the time of the 
Board of Directors’ resolution. The authorisation includes a right to 
resolve to issue new shares for cash consideration, by contribution 
in kind or payment by set-off. Issues for cash consideration or for 
consideration by set-off may be made with deviation from the 
shareholders’ preferential rights only for the purpose of financing 
acquisitions and provided that the share issue is made on market 
terms. 

The authorisation is expected to be registered with the Swedish 
Companies Registration Office on or about 25 October 2021.

Information about public takeover bids and redemption of 
minority shares
Under the Swedish Stock Market (Takeover Bids) Act (Sw. lagen 
(2006:451) om offentliga uppköpserbjudanden på aktie-
marknaden), any person who does not hold any shares, or hold 
shares representing less than 30 per cent of the voting rights in a 
Swedish limited liability company whose shares are admitted to 
trading on a regulated market, and who through the acquisition of 
shares in such a company, alone or together with a closely related 
party, holds shares representing 30 per cent or more of the voting 
rights, is obliged to immediately disclose the size of its holding in 
the company and, within four weeks thereafter, make an offer to 
acquire the remaining shares in the company (mandatory bid 
requirement).

A shareholder who directly, or through a subsidiary, holds more 
than 90 per cent of the shares in a Swedish limited liability com-
pany is entitled to redeem the remaining shares in the company. 
Holders of the remaining shares are, correspondingly, entitled to 
have their shares redeemed by the majority shareholder. The proce-
dure for such redemption of minority shares is regulated in the 
Swedish Companies Act.

Central securities depository
The Company’s shares are book-entry registered in a securities reg-
ister in accordance with the Swedish Central Securities Depository 
and Financial Instruments Accounts Act (Sw. lagen (1998:1479) om 
värdepapperscentraler och kontoföring av finansiella instrument). 
The register is operated by Euroclear Sweden (Euroclear Sweden 
AB, P.O. Box 191, SE-101 23 Stockholm, Sweden). The shares are 
registered on person. No share certificates have been issued for the 
shares or will be issued for the new shares. The ISIN code for the 
common shares of class B is SE0016844831. 
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Adopted by the Extraordinary General Meeting on 17 October 2021.1

Articles of association of Volvo Car AB (publ),  
Reg. No. 556810-8988

§ 1. Company name
The name of the company is Volvo Car AB. The company is a public 
company (publ).

§ 2. Registered Office
The board shall have its registered office in Gothenburg.

§ 3. Object
The company’s purpose is to provide to consumers the Freedom to 
move in a personal, sustainable and safe way. To fulfil this purpose 
the company will both directly and through subsidiaries or partner-
ships engage in development, manufacturing, marketing and sales 
of cars as well as the offering of subscriptions of cars and other 
related mobility services for transport of people and goods. The 
company will also conduct any other business to fulfil the above 
purpose, directly or indirectly including through participations in 
other companies.

§ 4. Share capital
The minimum share capital of the company shall be 50,000,000 
Swedish kronor and the maximum share capital shall be 
200,000,000 Swedish kronor.

§ 5. Number of shares
The number of shares shall be not less than 2,500,000,000 and 
not more than 10,000,000,000.

§ 6. Series of shares
Shares can be issued in two different series, common shares series 
A and common shares series B. Shares of either series may be 
issued up to an amount corresponding to the entire share capital.

Common shares series A carry ten (10) votes per share. Common 
shares series B carry one (1) vote per share.

§ 7. Conversion clause of common shares series A
At the request from a shareholder, common shares series A (one or 
more) belonging to that shareholder shall be converted to the corre-
sponding number of common shares series B. The request of con-
version, which shall be in writing and state the number of shares to 
be converted, shall be addressed to the Board. The conversion shall 
thereafter without delay be filed for registration with the Swedish 
Companies Registration Office (Sw. Bolagsverket) and shall be exe-
cuted when registered in the companies’ register and recorded in 
the share register kept by Euroclear Sweden AB (the Swedish Cen-
tral Securities Depository).

§ 8. Pre-emption rights
If the company decides to issue new common shares series A and 
series B by means of a cash issue or set-off issue, the holders of 

1) The amended Articles of Association are expected to be registered with the 
Swedish Companies Registration Office on or about 25 October 2021.

common shares series A and series B shall have a pre-emption right 
to subscribe for new shares of the same series in relation to the 
number of shares previously held (primary pre-emption right). 
Shares, which have not been subscribed for with primary pre-emption 
right shall be offered to all shareholders for subscription (subsidiary 
pre-emption right). If the shares thus offered are not sufficient for sub-
scription made with subsidiary pre-emption right, the shares shall be 
distributed among the subscribers in relation to the number of shares 
previously held and, if this is not possible, by the drawing of lots.

If the company decides to issue new common shares series A or 
series B only, by means of a cash issue or set-off issue, all share-
holders shall have pre-emption right to subscribe for new shares in 
proportion to the number of shares each shareholder holds prior to 
the issue, irrespective of whether they hold common shares series 
A or series B.

If the company decides to issue warrants or convertibles by 
means of a cash issue or set-off issue, the shareholders shall have a 
pre-emption right to subscribe for warrants as if the issue con-
cerned the shares that may be issued due to the right of option and 
a pre-emption right to subscribe for convertibles as if the issue con-
cerned the shares that the convertibles may be exchanged for.

The above shall not mean a limitation of the possibility of making 
a decision on a cash issue or set-off issue with a deviation from the 
shareholders ‘pre-emption right.

If the share capital is increased by a bonus issue, new shares of 
each series shall be issued in relation to the number of shares of the 
same series already existing. In this respect holders of old shares of 
a certain series shall be entitled to receive new shares of the same 
series. The above shall not mean a limitation of the possibility of 
issuing shares of a new series by a bonus issue, after making the 
necessary amendment of the articles of association.

§ 9. Board of directors
The board of directors shall consist of not less than 3 and not more 
than 12 members elected by the general meeting.

§ 10. Auditors
The company shall have a minimum of 1 and a maximum of 3 auditors.

§ 11. Notices
A notice convening a shareholders’ meeting shall be published in 
the Swedish Official Gazette (Sw: Post och Inrikes Tidningar) and 
posted at the company’s website. Simultaneously with the conven-
ing, the company will inform of the convening trough a notice in 
Dagens Industri (DI).

Shareholders wishing to participate at a general meeting shall 
notify the company no later than the day stated in the notice for the 
meeting. This day may not be a Sunday, other public holiday, Satur-
day, Midsummer’s Eve, Christmas Eve or New Year’s Eve and may 
not be a day falling earlier than the fifth weekday before the day of 
the general meeting.

A shareholder may be accompanied by one or two assistants at 
the general meeting, but only if the shareholder has notified the 
company on the number of assistants in the manner prescribed in 
the paragraph above.

Articles of association
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§ 12. Proxy collection and postal voting
The board of directors may collect proxies pursuant to the proce-
dure stated in Chapter 7, Section 4, second paragraph of the Swed-
ish Companies Act. The board of directors may decide before a gen-
eral meeting that the shareholders shall be able to exercise their 
voting rights by post before the general meeting pursuant to the 
procedure stated in Chapter 7, Section 4 a of the Swedish Compa-
nies Act.

§ 13. Business of the annual general meeting
The following matters shall be dealt with at the annual general 
meeting of the shareholders;
1. Election of chairman of the meeting
2. Preparation and approval of the voting register
3. Approval of the agenda
4. Election of one or two persons to approve the minutes
5. Examination of whether the meeting has been duly convened
6. Presentation of the annual report and the audit report and, 

where applicable, the group accounts and the auditor’s report 
for the group

7. Resolutions in respect of 
a) adoption of the profit and loss statement and the balance 
sheet and, where applicable, the consolidated profit and loss 
statement and the consolidated balance sheet 
b) allocation of the company’s profit or loss in accordance with 
the adopted balance sheet 
c) discharge from liability of the members of the board of direc-
tors and the managing director

8. Determination of the number of board members and, where 
applicable, auditors

9. Determination of fees to the board members and, where appli-
cable, auditors’ fees

10. Election of members of the board of directors and, where appli-
cable, auditors

11. Other matters to be dealt with at the meeting pursuant to the 
Swedish Companies Act or the articles of association.

§ 14. Financial year
The financial year of the company shall cover the period January 1 
up to and including December 31.

§ 15. Post-transfer purchase right
If a common share series A, by way of purchase, exchange, gift, 
separation of property, succession, will, distribution of the com-
pany, merger, separation or some other kind of acquisition, has 
been transferred from a shareholder to a person not previously a 
shareholder of common shares in the company, such common share 
series A shall be offered for sale (post-transfer purchase right) to 
the other shareholders of common shares series A. The post-trans-
fer purchase right offer may not be exercised in respect of a smaller 
number of common shares series A than the number of shares cov-
ered by the offer.

The acquirer of common shares series A covered by the reserva-
tion of post-transfer purchase right shall, as soon as possible fol-
lowing the acquisition, notify the company’s board of directors in 
writing of the transfer of the shares. The notification shall contain 

information on the consideration paid for the common shares series 
A and the acquirer’s conditions for redemption of the shares.

When a notification of the transfer of the common shares series 
A has been given, the board of directors shall immediately (i) make a 
note of this in the share register, stating the day of notification, and 
(ii) notify all those with a post-transfer purchase right, whose postal 
addresses are known to the company, of the offer of post-transfer 
purchase right.

Anyone wishing to exercise its post-transfer purchase right shall 
notify the board of directors thereof in writing within two months 
from the day the board of directors received the acquirer’s notifica-
tion in accordance with the second paragraph above. The board of 
directors shall immediately note the claim for exercising of a 
post-transfer purchase right in the share register, stating the date of 
the notification.

If more than one person with a post-transfer purchase right 
applies for exercise of their right, the common shares series A shall 
as far as possible be equally allotted among those who have applied 
for post-transfer purchase in relation to their existing holdings of 
shares in the company. Any remaining common shares series A shall 
be allotted by the drawing of lots, conducted by the board of direc-
tors or, at the request of anyone with a post-transfer purchase right, 
by a notary public.

The redemption price per common share series A shall be equal 
to the lower of (i) seventy five (75)% of the subscription price for 
the share and (ii) the amount paid in the transfer. Payment for the 
redeemed common shares series A shall be made no later than one 
month from when the redemption price was determined.

During the period from the acquirer’s acquisition of the common 
shares series A subject to post-transfer purchase right until the time 
when the final owner of the shares is registered in the share register 
(the offer period), the transferor has the right to dividends and prior-
ity right to subscription for new shares, warrants and convertibles. 
During the offer period, the transferor of the shares is also entitled 
to exercise the voting right and any other rights attached to the 
common shares series A subject to post-transfer purchase right.

If no person with a post-transfer purchase right applies for exer-
cise of their right within the stipulated time, or if the redemption 
price is not paid within the stipulated time, the acquirer having 
offered the shares for post-transfer purchase shall be entitled to be 
registered as owner of the common shares series A.

Any dispute over the post-transfer purchase right of common 
shares series A and the redemption price shall be finally settled by 
arbitration in accordance with the Arbitration Act in force at the 
time of initiating the arbitral proceedings. Proceedings shall be initi-
ated no later than two months from the date when the claim for 
exercising of a post-transfer purchase right way made to the board 
of directors in accordance with the fourth paragraph above.

§ 16. Central securities depository clause
The company’s shares shall be registered in a Central Securities 
Depository Register under the Swedish Central Securities Deposi-
tories and Financial Instruments Accounts Act (Sw: lagen 
(1998:1479) om värdepapperscentraler och kontoföring av finan-
siella instrument).
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General corporate and group information
The legal name of the Company (and its commercial name) is Volvo 
Car AB (publ). The Company’s Swedish corporate ID No. is 556810-
8988 and the registered office of the Board of Directors is situated 
in Gothenburg, Sweden. The Company was incorporated in Sweden 
on 7 June 2010, and registered with the Swedish Companies Regis-
tration Office on the same day. The Company is a Swedish public 
limited liability company (Sw. publikt aktiebolag) governed by the 
Swedish Companies Act. The Company’s LEI code is 
5299000EAMGGBEYP7J33. The address to Volvo Car Group’s 
website is www .volvocars.com. The information on the website is 
not a part of this prospectus.

Objects of the Company
The Company’s purpose, which is presented in § 3 of the Articles of 
Association, is to provide to consumers the Freedom to move in a per-
sonal, sustainable and safe way. To fulfil this purpose the Company will 
both directly and through subsidiaries or partnerships engage in devel-
opment, manufacturing, marketing and sales of cars as well as the 
offering of subscriptions of cars and other related mobility services for 
transport of people and goods. The Company will also conduct any 
other business to fulfil the above purpose, directly or indirectly includ-
ing through participations in other companies.

Group structure and subsidiaries 
The Company is the ultimate parent company of the Group, which 
comprises approximately 120 legal entities in approximately 35 
countries. The table below shows the most significant Group com-
panies. For information on Volvo Car Group’s significant joint ven-
tures, please refer to “–Material agreements–Joint venture agree-
ments, etc.” below and “Note 13 – Investments in Joint Ventures 
and Associates” on page F-38–F-43 in ”Historical financial infor-
mation”.

Group company Country
Shares and  

voting rights, %

Volvo Car Corporation  
(Volvo Personvagnar AB)

Sweden 100

Volvo Car Real Estate and Assets 1 AB Sweden 100

Volvo Car Sverige AB Sweden 100

Volvo Bil i Göteborg AB Sweden 100

Volvo Car Belgium N.V. Belgium 99.996731)

Volvo Car Asia Pacific Investment  
Holding Co., Ltd. 

China 100

Volvo Car Distribution (Shanghai) Co., Ltd. China 100

Volvo Cars (China) Investment Co., Ltd China 100

Volvo Car (Shanghai) Consulting  
Service Co., Ltd. 

China 100

Daqing Volvo Car Manufacturing Co., Ltd. China 502)

Zong Jia Chengdu Co., Ltd. China 100

Volvo Car France SAS France 100

Volvo Car Germany GmbH Germany 100

Volvo Car Japan Ltd Japan 100

SNITA Holding B.V. Netherlands 100

Volvo Car Nederland B.V. Netherlands 100

Volvo Car UK Ltd United  
Kingdom

100

Volvo Car USA, LLC United States 100

1) 0.000327 per cent owned by the company’s manging director (4 out of 
122,369 shares).
2) 50 per cent owned by Volvo Cars (China) Investment Co., Ltd and 50 per cent 
by Geely Holding. Consolidated by Volvo Car Group. Volvo Car Group and Geely 
Holding has entered into an agreement according to which Volvo Car Group, 
through its wholly-owned subsidiary VCI, will acquire Geely Holding’s 
50 per cent stake in Daqing Volvo Car Manufacturing Co., Ltd. See “Operating 
and financial review–Corporate transactions–2021–Restructuring of Chinese 
JVs owning plants and R&D centre”.

Material agreements
Presented below is a summary of material agreements entered into 
by Volvo Car Group during the past two years as well as other 
agreements entered into by Volvo Car Group which contain any 
obligation or entitlement that is material to Volvo Car Group (in both 
cases excluding agreements entered into in the ordinary course of 
business).

Corporate transactions
For information on acquisitions, divestments and other corporate trans-
actions, see “Operating and financial review–Corporate transactions”.

Financing agreements 
For information on Volvo Car Group’s financing agreements, see 
“Operating and financial review–Indebtedness”.

Investment arrangements
Investment agreement with ECARX regarding Zenseact
On 1 July 2021, Volvo Car Group, Zenseact (which before was 
wholly-owned by Volvo Car Group) and ECARX Technology Co., 
Ltd (“ECARX”) (which is controlled by the Chairperson of the 
Board) entered into an agreement regarding an investment of 
MUSD 106 (MSEK 907) from ECARX in Zenseact through a 
directed share issue, ECARX thereby becoming holder of 
15 per cent of the shares and votes in Zenseact.

Zenseact was established in 2020, in connection with the divi-
sion of the business of Zenuity, with an initial focus on the develop-
ment of software technology for the next generation fully electric 
vehicle architecture (see “Operating and financial review–Corporate 
transactions–2020–Division of Zenuity”). 

Volvo Car Group’s and ECARX’ joint ownership and the govern-
ance of Zenseact is governed by a shareholders’ agreement. The 
shareholders’ agreement contains customary transfer restrictions in 
respect of the shares held by ECARX in favour of Volvo Car Group. 
Volvo Car Group is also entitled to redeem all shares in Zenseact 
held by ECARX if the Chairperson of the Board no longer directly or 
indirectly controls ECARX.

Investment agreement with ECARX regarding infotainment 
related software
On 23 July 2021, Volvo Car Group and ECARX entered into an 
agreement regarding the establishment of a cooperative business 
relationship, primarily for developing infotainment related software 
linked to the Android open-source platform (“Common OS”). For 
the purpose thereof, Volvo Car Group has established a new com-
pany, HaleyTek AB (“HaleyTek”) to run this business. In September 
2021, Volvo Car Group sold and licenced certain background IP to 
HaleyTek for MSEK 700 and transferred certain assets, contractual 
rights and liabilities as well as employees to HaleyTek for MSEK 
100. Following the establishment of HaleyTek, on 14 September 
2021, ECARX acquired 40 per cent of the shares and votes in 
HaleyTek to nominal value (SEK 20,000), but has also made an 
unconditional shareholder contribution of MSEK 360. Volvo Car 
Group holds the remaining 60 per cent of the shares and votes in 
HaleyTek.

Volvo Car Group’s and ECARX’ joint ownership and the govern-
ance of HaleyTek is governed by a shareholders’ agreement. The 
shareholders’ agreement contains customary mutual transfer 
restrictions in respect of the shares. Volvo Car Group is also entitled 
to redeem all shares in HaleyTek held by ECARX if the Chairperson 
of the Board no longer directly or indirectly controls ECARX.

Legal considerations and supplementary information
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In connection with the establishment of HaleyTek, Volvo Car Group 
and ECARX have provided financing, on a pro rata basis, through 
unconditional shareholders’ contributions in the total amount of 
MSEK 900 to HaleyTek. The shareholders have also committed to 
provide additional financing to HaleyTek of MSEK 100, pro rata to 
their respective shareholding.

HaleyTek shall license Common OS to Volvo Car Group for the use in 
Volvo cars and Polestar cars, and ECARX shall be the sales channel for 
the Common OS to Geely car brands and other external parties.

Licence and intellectual property-related agreements
Agreement with Ford
As part of Volvo Car Group’s separation from Ford in August 2010, it 
was agreed that ownership of all product-related intellectual property 
developed by Volvo Car Group under Ford’s ownership went to Ford.

In order to continue the use of certain intellectual property rights 
owned by Ford in its operations, Volvo Car Group, in 2010, entered 
into a number of bilateral supply and licencing agreements with 
Ford regarding engineering support, tools and intellectual property 
rights. In the same year, Volvo Car Group also entered into exten-
sive royalty-free patent assignments and intellectual property 
licencing agreements with Ford in relation to the intellectual prop-
erty developed by Volvo Car Group during Ford’s ownership cover-
ing patents, other non-patented intellectual property and certain 
confidential information. 

Volvo Car Group’s use of Ford’s intellectual property is not sub-
ject to payment of royalties. However, if Volvo Car Group wishes to 
use Ford’s intellectual property subject to the licencing agreements, 
for the production of non-Volvo Car Group branded vehicles pursu-
ant to a sub-licence, a royalty shall be paid, subject to good faith 
negotiations between Volvo Car Group and Ford.

Licence agreement with Volvo Trademark Holding AB
The Volvo trademark is owned by Volvo Trademark Holding AB, an 
entity that is owned 50 per cent by each of AB Volvo and Volvo Car 
Corporation. Pursuant to a licence agreement between Volvo Car 
Corporation and Volvo Trademark Holding AB, entered into on 28 
February 1999, Volvo Car Corporation is granted the exclusive right 
to use the Volvo trademarks with respect to passenger cars, light 
trucks (up to 1.5 metric tonnes), minivans (carrying up to 10 passen-
gers), sports vehicles and all other vehicles (excluding commercial 
vehicles and buses designed exclusively for commercial use) of no 
greater than 12,000 lbs gross weight. In addition, the licence 
includes a right for Volvo Car Group to use the Volvo trademarks for 
certain ancillary products and services.

Furthermore, Volvo Car Corporation is granted the exclusive right 
to use the name “Volvo Car”, “Volvo Cars” and Volvo Car Corporation 
as a corporate, business, company, domain and/or trading name.

The licences granted under the licence agreement are royalty-free, 
but Volvo Car Corporation has undertaken to pay certain fees in 
respect of the maintenance of the Volvo trademarks (including regis-
tration and renewal fees) and for services provided by Volvo Trade-
mark Holding AB as further regulated in the shareholders’ agreement. 
The licence agreement is valid at least until 31 December 2099, and 
thereafter as long as any trademark registration, existing or new, 
including the word Volvo is still in force in any jurisdiction. Breach of 
contract is no cause for termination of the licence agreement.

Agreement with Ningbo Geely regarding the CMA platform
Volvo Car Group has an irrevocable, perpetual licence to the intel-
lectual property developed as part of the CMA collaboration with 
Ningbo Geely, governed by a cost sharing agreement entered into 
on 28 February 2015. For further information, please refer to “Busi-
ness description–Product creation–Vehicle architecture–CMA”.

Ningbo Geely and Volvo Car Group have agreed that Ningbo 
Geely will own the intellectual property rights in and to the CMA 
and any other results created through the development project. 
Volvo Car Group has been granted a broad licence, however, the 
right to sublicence the technology to entities which are not related 
to Volvo Car Group is limited and requires Ningbo Geely’s consent. 
The licence granted to Volvo Car Group to use the CMA is global 
and non-exclusive and subject to a licence fee equal to 50 per cent 
of the costs for the development of the CMA, less the value of the 
know-how and technology contributed by Volvo Car Group.

Development of Volvo Car Group’s next generation fully electric 
small SUV
The companies within the Geely ecosystem seek opportunities to 
share technology and engage in collaboration related to develop-
ment of future generations of vehicles. Volvo Car Group has decided 
to rely on engineering and manufacturing support from Ningbo 
Geely for parts of the development and manufacturing, as well as 
certain after-market responsibilities, of Volvo Car Group’s next gen-
eration fully electric small SUV.

On 15 July 2021, Volvo Car Corporation and Ningbo Geely 
entered into an engineering service agreement regarding the devel-
opment services to be performed by Ningbo Geely. The engineering 
service agreement remains in force until all development services 
governed by the agreement have been completed. In addition, on 
the same date, Volvo Car Corporation and Zhejiang Liankong Tech-
nologies Co., Ltd (“Liankong Technologies”) (a company within the 
Geely ecosystem) entered into a licence agreement, under which 
Liankong Technologies will provide Volvo Car Group with a non-ex-
clusive, irrevocable, perpetual, fully paid, worldwide license in rela-
tion to certain technologies used in the next generation fully electric 
small SUV. The agreements are on arm’s lengths terms and condi-
tions and Volvo Car Corporation is entitled to conduct audits on 
Ningbo Geely and to inspect books and records to perform quality 
controls and verify statements.

The fee under the engineering service agreement amounts to 
MCNY 1,990 (MSEK 2,699) and is payable by Volvo Car Corpora-
tion to relevant Geely Holding companies upon fulfilment of certain 
development milestones. The fee under the licence agreement 
amount to MCNY 1,281 (MSEK 1,737) and is payable by Volvo Car 
Corporation to Liankong Technologies upon final decision to pro-
ceed with the project, which is expected to take place in the first 
quarter of 2022. Volvo Car Group has also approved an investment 
in facilities and tooling of MSEK 510 to enable the production of its 
fully electric small SUV at a plant of the Geely ecosystem selected 
for the purposes thereof. 

In addition to the engineering service agreement and licence 
agreement, Volvo Car Corporation and Ningbo Geely intend to enter 
into additional agreements regarding, for example, tooling, manu-
facturing, service parts and after-market, in order to cover the full 
scope of the project.
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Volvo Car Corporation’s and Ningbo Geely’s cooperation in relation 
to the project shall be handled by a steering committee as first 
instance and matters may be escalated to a joint Volvo Car Group 
and Geely ecosystem strategic product board.

Joint venture agreements, etc.
Polestar
In May 2020, Snita Holding B.V. (which is wholly-owned by Volvo 
Car Group) and PSD Investment Ltd (which is owned by the Chair-
person of the Board) established the joint venture company Pole-
star Automotive Holding Limited (“Polestar Holding”) as the hold-
ing company of the Polestar group. At the date of this prospectus, 
Volvo Car Group indirectly holds 49.5 per cent of the shares and 
49.6 per cent of the votes in Polestar Holding, PSD Investment Ltd 
holds 42.7 per cent of the shares and other financial investors hold 
7.8 per cent of the shares. The shareholders’ joint ownership and 
the governance of Polestar Holding is governed by a shareholders’ 
agreement.

The shareholders’ agreement prescribes different majority 
requirements for various resolutions to be adopted at the General 
Meeting. For example, any increase of the share capital of Polestar 
Holding and any transfer of the shares in Polestar Holding to a party 
other than any of its existing shareholders require that the resolu-
tions be adopted by at least 50 per cent of the votes at the General 
Meeting, while any amendment to the articles of association, or any 
dissolution, winding-up or liquidation of Polestar Holding as well as 
mergers, splits or any other restructuring of Polestar Holding 
require that the resolutions be adopted by at least 75 per cent of 
the votes at the General Meeting. The shareholders’ agreement also 
contains restrictions on a shareholder’s right to transfer its shares in 
Polestar Holding, and any transfer of the shares of Polestar Holding 
must be approved by its board of directors. 

Polestar Holding is expected to be liquidated following the com-
pletion of the announced business combination between Polestar 
and Gores Guggenheim, resulting in the shareholders’ agreement 
being dissolved and the existing shareholders of Polestar Holding 
being direct shareholders in the listed entity, Polestar UK. For fur-
ther information, please refer to “Business description–Strategic 
affiliates and strategic investments–Polestar – Progressive electric 
performance brand–History and ownership structure of Polestar”.

LYNK&CO
On 4 August 2017, Volvo Car Group’s subsidiary VCI, Zhejiang Jirun 
Automobile Co., Ltd (“Jirun Automobile”), a subsidiary of Geely 
Auto and Zhejiang Haoqing Automobile Manufacturing Co., Ltd. 
(“Haoqing Automobile”), a subsidiary of Geely Holding, entered 
into a joint venture agreement in connection with the formation of a 
joint venture named Lynk & Co Investment Co., Ltd. (“LYNK&CO”). 
Jirun Automobile holds 50 per cent of the shares and votes in LYN-
K&CO, Haoqing Automobile holds 20 per cent, and the remaining 
30 per cent is held by VCI. For information regarding LYNK&CO’s 
operations, please refer to “Business description–Strategic affili-
ates and strategic investments–LYNK&CO – Capturing new con-
sumer groups”.

LYNK&CO relies on other companies within the Geely ecosys-
tem for developing its technology and products. LYNK&CO owns 
some top hat related intellectual property and relies on licenses for 

the other parts of its vehicles. Geely Holding owns the LYNK&CO 
trademark and has granted a licence to LYNK&CO on a royalty-free 
basis during the joint venture term for the use of the trademark pur-
suant to a trademark licence agreement.

If a party is in material breach of the joint venture agreement, the 
non-breaching party may elect to unilaterally terminate the joint 
venture agreement, whereupon the parties shall cause the directors 
to resolve to liquidate the joint venture. The party in breach of the 
joint venture agreement shall be liable for losses and liabilities aris-
ing out of such breach.

The term of the joint venture shall be fifty years from the date of 
issuance of business licence, which was issued on 20 October 2017. 
The parties may discuss the possible extension of the term at least one 
year prior to the expiry of the term and reach mutual agreement on the 
extension not less than six months prior to the expiry of the term.

GVAT
On 4 August 2017, Volvo Car Corporation and Ningbo Geely entered 
into a joint venture agreement in connection with the formation of a 
joint venture named GV Automobile Technology (Ningbo) Co., Ltd. 
(“GVAT”). Volvo Car Corporation and Ningbo Geely each hold 
50 per cent of the shares and votes in GVAT. The principal activity of 
GVAT has been to coordinate engineering of shared technologies and 
common sourcing, primarily related to the CMA technology, in order 
to reach industrial synergies and economics of scale.

If a party is in material breach of the joint venture agreement and 
fails to remedy such breach, the non-breaching party may elect to 
unilaterally terminate the joint venture agreement prior to its expira-
tion, in which case the parties shall liquidate the joint venture in 
accordance with applicable laws. 

The term of the joint venture shall be 30 years from the establish-
ment date. However, the parties consider the tasks of GVAT to be 
essentially fulfilled and are considering a potential early termination 
of the joint venture agreement.

Aurobay
On 5 July 2021, Geely Holding and VCI entered into a framework 
agreement and a joint venture agreement for the establishment and 
governance of Aurobay. The business scope of Aurobay is to develop, 
manufacture and sell internal combustion engines. Geely Holding 
will hold 67 per cent and VCI will hold 33 per cent of the shares and 
votes of Aurobay. For further information regarding Aurobay’s opera-
tions, please refer to “Operating and financial review–Corporate 
transactions–2021–Separation of ICE operations”.

Aurobay will during a transitional period from its establishment 
be supported by the shareholders in respect of certain services to 
secure that Aurobay is fully operational. All arrangements between 
the shareholders and Aurobay shall be made on arm’s length.

Decisions at the shareholders’ meeting shall be made by simple 
majority, although certain decisions require unanimous consent by 
the shareholders. Any deadlock shall be resolved by the chief execu-
tive officers of each shareholder or, where needed, by a mediator 
appointed by the shareholders. 

Intellectual property developed by a shareholder prior to or dur-
ing the term of the joint venture shall be the exclusive property of 
such shareholder. Intellectual property created by Aurobay shall be 
the exclusive property of Aurobay. 
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The term of the joint venture shall be 20 years from the establish-
ment date, which is expected to take place during the fourth quar-
ter of 2021. The parties shall discuss the possible extension of the 
term at least two years prior to the expiry of the term. The joint ven-
ture may terminate prior to the expiration of the term if (i) a party 
materially breaches the joint venture contract, (ii) Aurobay suffers 
from cumulative losses of a certain size and during a certain period 
of time, (iii) a force majeure situation occurs which has an economic 
effect on Aurobay, a shareholder or Volvo Car Group as a customer, 
and (iv) a change of control of VCI or Geely Holding occurs.

Should Aurobay become subject to liquidation, VCI has a right of 
first refusal to acquire the shares in PES and 50 per cent of the 
shares in Zhangjiakou Volvo Car Engine Manufacturing Co. Ltd. 

On 5 July 2021, VCI and Geely Holding entered into a separate put 
option agreement, according to which VCI, during 2026–2030, is 
granted an irrevocable right to request Geely Holding to acquire VCI’s 
shares in Aurobay to a pre-agreed price of MCNY 1,013 (MSEK 1,374). 

Intended partnership and joint ventures with Northvolt
On 18 June 2021, Volvo Car Corporation and Northvolt AB (“North-
volt”) entered into a non-binding memorandum of understanding 
(the “MoU”). The intention of the parties is to enter into a partnership 
regarding three parts; (i) supply by Northvolt of battery cells to Volvo 
Car Group under a supply agreement; (ii) an R&D joint venture (the 
“R&D JV”), with the purpose to develop new battery cells in vehicle 
integration technologies for Volvo Car Group; and (iii) a production 
joint venture (the “Production JV”) for battery cell production.

The potential supply agreement encompasses the supply of 15 
GWh of battery cells per year to Volvo Car Group from the existing 
Northvolt battery plant in Skellefteå, Sweden, starting in 2025, and 
thereafter with a preliminary targeted increase in supply.

The R&D JV operations are intended to expand in phases to, over 
time, enable the R&D JV to carry out a standalone battery cell devel-
opment. The target for the R&D JV is to start operations during the 

XC60
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first half of 2022. The R&D JV shall be located in Sweden in geo-
graphic proximity to at least one of the parties’ main R&D centres. 
The centre is intended to build on the battery expertise within both 
companies and develop next-generation, state-of-the-art battery cells 
in vehicle integration technologies, specifically developed for use in 
Volvo cars and affiliates’ cars that share the same vehicle architecture.

The planned Production JV intends to establish a new battery fac-
tory in Europe with a potential capacity of up to 50 GWh per year. Pro-
duction is scheduled to start in 2026 and the plant may employ up to 
3,000 people. The exact location of the plant is yet to be decided.

The initial phases of development carried out within the R&D JV 
and the first phase in relation to the Production JV is estimated to 
require approximately USD 2.5–3.0 billion in funding. The joint ven-
tures are intended to be initially financed with one-third through 
equity and two-thirds through debt. Under the MoU, the initial and 
total equity contributions from each party (cash equity and/or 
in-kind) shall create a 50/50 equity ownership of the joint ventures. 
Northvolt shall contribute 25 per cent of the equity cash contribu-
tion, and Volvo Car Group shall contribute 75 per cent of the initial 
equity cash contribution. The ownership, steering and governance, 
including high-level provisions regulating governance, decision-mak-
ing, deadlocks, disposal of shares, exits, etc. of the R&D JV and the 
Production JV, respectively, will be governed by shareholders’ agree-
ments. In connection with entering into final agreements of the part-
nership, the parties will also enter into ancillary agreements, such as, 
among other things, investment and licence agreements.

Legal and arbitration proceedings
Volvo Car Group conducts global operations and from time to time 
the Group is subject to disputes, claims and administrative pro-
ceedings in the ordinary course of business. The Group is also, from 
time to time, involved in tax disputes with varying degrees of signif-
icance, and at different stages. The proceedings are regularly moni-
tored and provisions are made in accordance with the principle for 
making such, i.e., when it is determined that an adverse outcome is 
more likely than not and the amount of the loss can be reasonably 
estimated. In instances where these criteria are not met, a contin-
gent liability is disclosed provided the risk qualifies as such liability. 
See also “Risk factors–Legal, regulatory and governance risks–
Volvo Car Group is subject to risks related to legal and administra-
tive proceedings”.

Volvo Car Group has not been part to any governmental, legal or 
arbitration proceedings (including any such proceedings which are 
pending or threatened of which Volvo Car Group is aware) which 
are deemed may have, or have had in the recent past, significant 
effects on the Group’s financial position or profitability.

Related-party transactions
Volvo Car Group has a close collaboration with its related parties, 
especially related to development of new technology. Related par-
ties include companies outside Volvo Car Group but within the Geely 
ecosystem, but also other companies such as associates and joint 
ventures. All transactions with related parties are being performed 
on commercial terms.

For information on Volvo Car Group’s transactions with related par-
ties which are not consolidated in the Group during the financial years 
2018, 2019 and 2020 and during the six months ended 30 June 

2021, see “Note 4 – Related Parties” and “Note 4 – Related party 
transactions” on page F-13–F-14 and F-27–F-28, respectively, in 
“Historical financial information”. See also “Corporate governance–
Board of Directors–Related Party Business Office” for information on 
Volvo Car Group’s framework for related-party transactions.

Related-party transactions carried out after 30 June 2021
During the third quarter of 2021, Volvo Car Group companies 
entered into the below transactions with related parties. The infor-
mation in the table below includes all assets and liabilities with 
regards to related parties. Besides from non-current assets of 
MSEK 1,196 (694) all assets and liabilities are current.

Sales of goods, services and other

MSEK
July–September 

2021
July–September 

2020

Related Companies1) 2) 1,397 1,491

Associated and joint ventures 377 319

Purchases of goods, services and other

MSEK
July–September 

2021
July–September 

2020

Related Companies1) 3) -3,807 -2,011

Associated and joint ventures -442 -576

MSEK

Receivables Payables

30 September 
2021

30 September 
2021

Related Companies1) 4) 10,623 4,286

Associated and joint ventures 1,113 356

1) Related companies are companies within the Geely ecosystem and joint  
ventures held with companies within the Geely ecosystem.
2) Revenue from sale of licenses and technology during the third quarter of 
2021 amounted to MSEK 406 (332).
3) The increase in in purchases was primarily related to the separation of the 
ICE operations. For further information, see “Operating and financial review–
Corporate transactions–2021–Separation of ICE operations”.
4) The increase in receivables was primarily related to Polestar.

Following 30 September 2021, Volvo Car Group has carried out 
transactions with related parties on commercial terms in the ordi-
nary course of business, of which only the acquisition of the Luqiao 
plant has been material (see “Operating and financial review– 
Corporate transactions–2021–Acquisition of the Luqiao plant”).

Significant corporate transactions and agreements with related 
parties
On 1 July 2021, ECARX (which is controlled by the Chairperson of 
the Board) invested MUSD 106 (MSEK 907) in Zenseact (which 
before was wholly-owned by Volvo Car Group) through a directed 
share issue. For further information, see “–Material agreements–
Investment arrangements–Investment agreement with ECARX 
regarding Zenseact” above.

On 2 July 2021, Volvo Car (China) Investment Co., Ltd (“VCI”) 
(which is wholly-owned by Volvo Car Group) and Geely Holding 
entered into an agreement to restructure the ownership in Chinese 
joint ventures owning plants and R&D centre. In connection with 
the restructuring, Daqing Volvo Car Manufacturing Co., Ltd (cur-
rently owned 50/50 by VCI and Geely Holding) have distributed a 
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dividend amounting to MCNY 7,600 (MSEK 10,308), equally dis-
tributed between VCI and Geely Holding. For further information, see 
“Operating and financial review–Corporate transactions–2021–
Restructuring of Chinese JVs owning plants and R&D centre”.

On 23 July 2021, Volvo Car Group and ECARX entered into an 
agreement regarding the establishment of a cooperative business 
relationship regarding infotainment related software. For further 
information, see “–Material agreements–Investment arrange-
ments–Investment agreement with ECARX regarding infotainment 
related software” above.

On 28 July 2021, Snita Holding B.V. (which is wholly-owned by 
Volvo Car Group) acquired a smaller part of PSD Investment Ltd’s 
(which is owned by the Chairperson of the Board) shares in Polestar 
Holding. The purchase price totalled MUSD 239 (MSEK 2,095). 
For further information, see “Business description–Strategic affili-
ates and strategic investments–Polestar – Progressive electric per-
formance brand–History and ownership structure of Polestar”.

In July 2021, Volvo Car Group received a dividend of MCNY 533 
(MSEK 722) from its joint venture LYNK&CO.

During the third quarter of 2021, Volvo Car Group and Geely 
Holding have carried out transactions in order to separate their ICE 
operations. In connection with the transactions, Zhangjiakou Volvo 
Car Engine Manufacturing Co. Ltd (currently owned 50/50 by VCI 
and Geely Holding) distributed a dividend amounting to MCNY 738 
(MSEK 1,001), equally distributed between VCI and Geely Holding. 
For further information, see “Operating and financial review– 
Corporate transactions–2021–Separation of ICE operations”.

On 12 October 2021, VCI and certain subsidiaries of Geely Hold-
ing into a framework agreement according to which VCI will acquire 
all shares in the operating company of the manufacturing plant in 
Luqiao, China. For further information, see “Operating and financial 
review–Corporate transactions–2021–Acquisition of the Luqiao 
plant”.

Specification of transactions with related parties carried out 
during the three months ended 30 September 2021
Below is a specification of transactions with related parties carried 
out during the three months ended 30 September 2021. 

Transactions with Polestar Holding
Volvo Car Group recognised revenue of MSEK 263 (87) related to 
the sale of technology licenses and development of technology to 
Polestar Holding. The sale of other services, recognised as other 
income, amounted to MSEK 146 (39). Volvo Car Group’s purchases 
amounted to MSEK 44 (29) and were related to a performance 
enhancement product provided to the end customers. The pur-
chases have been recognised as cost of sales.

Transactions with Polestar Automotive (Shanghai) Co., Ltd
Volvo Car Group recognised revenue of MSEK – (241) related to the 
sale of technology licenses and development of technology to the 
group in which Polestar Automotive (Shanghai) Co., Ltd is the par-
ent company. The sale of other services, recognised as other 
income, amounted to MSEK – (73). Volvo Car Group’s purchases 
amounted to MSEK – (67) and were related to a performance 
enhancement product provided to the end customers. The pur-
chases have been recognised as cost of sales.

Transactions with AELQ
The support service for operating the Luqiao plant has resulted in 
other income of MSEK 70 (113). Volvo Car Group has also sold 
engines to the plant for its production of CMA-based vehicles. The 
sales have been recognised as revenue of MSEK 285 (334). Volvo 
Car Group’s purchases of cars from the Luqiao plant amounted to 
MSEK 751 (1,277) and have been recognised as cost of sales. Fur-
thermore, Volvo Car Group provided machinery to the plant through 
a leasing agreement, which resulted in a non-current asset of 
MSEK 1,121 (694). 

Transactions with Ningbo Geely
The purchases of research and development services from Ningbo 
Geely amounted to MSEK 220 (-) which have been capitalised as 
intangible assets. The purchases of gearboxes amounted to MSEK 
135 (209) and have been recognised as cost of sales. The sales of 
fleet cars amounted to MSEK 114 (282) and have been recognised 
as revenue. 

Transactions with PES
The purchases from PES amounted to MSEK 2,171 (-) and were 
related to combustion engines and product development. The pur-
chases of combustion engines amounted to MSEK 1,828 (-) and 
have been recognised as cost of sales. The purchases of product 
development services amounted to MSEK 343 (-), whereof MSEK 
189 (-) has been capitalised as product development and MSEK 154 
(-) has been recognised as research and development expenses. For 
further information on PES, see “Operating and financial review–
Corporate transactions–2021–Separation of ICE operations”.

Transactions with members of the Board of Directors and the 
Executive Management Team
For information on remuneration to the Board of Directors and the 
Executive Management Team, see “Corporate Governance–Board 
of Directors–Remuneration to the Board of Directors” and “Corpo-
rate Governance–CEO and the Executive Management Team–
Remuneration to the Executive Management Team”, respectively.

Costs relating to the Offering
The Company’s costs related to the admission to trading in the 
Company’s common shares of class B on Nasdaq Stockholm and 
the Offering, including payment to advisors, and other estimated 
transaction costs are estimated to amount to a maximum of approx-
imately MSEK 310 in total, of which a maximum of approximately 
MSEK 257 is expected to affect the income statement for the three 
months ending 31 December 2021. MSEK 53 is included Volvo Car 
Group’s accounts for the nine months ended 30 September 2021.

Documents on display
The Company’s registered Articles of Association as per the date of 
this prospectus and the amended Articles of Association adopted at 
the Extraordinary General Meeting on 17 October 2021 which are 
expected to be registered with the Swedish Companies Registra-
tion Office on or about 25 October 2021, as well as the Certifica-
tion of Registration, are available in electronic form on the Compa-
ny’s website (www.volvocars.com).
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Tax considerations in Sweden

The following is a summary of certain tax consequences that may 
arise from the Offering, applicable to individuals or limited liability 
companies (Sw. aktiebolag) tax resident in Sweden, unless other-
wise stated. This summary does not purport to be a comprehensive 
description of all tax consequences that may be relevant in relation 
to the Offering. The summary does not cover e.g.: (i) shares held as 
current assets in business operation (Sw. lagertillgångar); (ii) shares 
held by limited partnerships or partnerships; (iii) the specific rules 
on tax-exempt capital gains and dividends (including non-deducti-
bility for capital losses) in the corporate sector, which may become 
applicable when shareholders hold securities that are considered to 
be held for business purposes (Sw. näringsbetingade andelar); (iv) 
the specific rules that could be applicable to holdings in companies 
that are or have previously been closely held companies or shares 
acquired on the basis of such holdings; (v) shares that are held in an 
investment savings account (Sw. investeringssparkonto) or endow-
ment insurance (Sw. kapitalförsäkring) and that are subject to spe-
cial rules on annual yield taxation; or, (vi) special rules that apply to 
certain categories of taxpayers, for example, investment companies 
and insurance companies.

Shareholders who are tax resident in Sweden
Individuals
Dividend taxation
For individuals, dividends on listed shares are taxed as income from 
capital at a tax rate of 30 per cent. A preliminary tax of 30 per cent 
is generally withheld on dividends paid to individuals who are tax 
resident in Sweden. The preliminary tax is normally withheld by 
Euroclear Sweden or, regarding nominee-registered shares, by the 
Swedish nominee.

Capital gains taxation
Upon the sale or other disposal of listed shares, a taxable capital 
gain or deductible capital loss may arise. Capital gains are taxed as 
income from capital at a tax rate of 30 per cent. The capital gain or 
loss is calculated as the difference between the sales proceeds, 
after deducting sales costs, and the tax basis. The tax basis for all 
shares of the same class and type is calculated together in accord-
ance with the “average cost method” (Sw. genomsnittsmetoden). 
Alternatively, upon the sale of listed shares, the tax basis may be 
determined as 20 per cent of the sales proceeds, after deducting 
sales costs, under the “standard method” (Sw. schablonmetoden).

Capital losses on listed shares are fully deductible against taxable 
capital gains on listed and non-listed shares and against other listed 
equity-related securities realised during the same fiscal year, except 
for units in securities funds or special funds that consist solely of 
Swedish receivables (Sw. räntefonder). Capital losses on shares not 
absorbed by these set-off rules are deductible at 70 per cent in the 
capital income category. If there is a net loss in the capital income 
category, a tax reduction is allowed against municipal and national 
income tax, as well as against real estate tax and municipal real 
estate charges. This tax deduction is granted at 30 per cent on the 
portion of such net loss that does not exceed SEK 100,000 and at 
21 per cent on any remaining loss. Such net loss cannot be carried 
forward to future fiscal years.

Limited liability companies
Dividend and capital gains taxation
For a Swedish limited liability company, all income, including taxa-
ble capital gains and dividends, is taxed as business income at a tax 
rate of 20.6 per cent. Capital gains and capital losses are calculated 
in the same manner as set forth above with respect to individuals. 
Deductible capital losses on shares or other equity-related securi-
ties may only be deducted against taxable capital gains on such 
securities. Under certain circumstances, such capital losses may 
also be deducted against capital gains in another company in the 
same group, provided that the companies are entitled to tax consol-
idate (Sw. koncernbidragsrätt). A capital loss that cannot be utilised 
during a given year may be carried forward and deducted against 
taxable capital gains on shares and other equity-related securities 
during subsequent fiscal years without any limitation in time.

Certain tax considerations for shareholders who are not tax 
resident in Sweden
Dividend taxation
Dividends paid on shares to shareholders who are not tax resident 
in Sweden are generally subject to a 30 per cent withholding tax. 
However, the tax rate is often reduced for shareholders who are res-
ident in jurisdictions with which Sweden has entered into a tax 
treaty. The majority of Sweden’s tax treaties enable an at-source 
reduction of the Swedish withholding tax to the tax rate stipulated 
in the treaty at the time of payments of dividends, provided that 
necessary information is made available to Euroclear Sweden in 
relation to the person entitled to such dividends.

Tax considerations

The following is a general description of certain tax considerations relating to the Offering. It does not purport to be a 
 complete analysis of all tax considerations, neither in Sweden, the United States, or elsewhere. The tax treatment of each 
individual shareholder depends on the shareholder’s particular circumstances and the tax laws in the country where the 
shareholder is resident for tax purposes. Each shareholder should therefore consult its own tax adviser with regard to the 
specific tax consequences that may arise in the individual case. This summary is based upon the laws and regulations in 
effect as of the date of this prospectus and does not consider changes in laws or regulations effective, sometimes with  
retroactive effect, after such date.
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If a 30 per cent withholding tax is withheld from a payment to a 
shareholder who is entitled to be taxed at a lower rate, or if too 
much withholding tax has otherwise been withheld, a refund can be 
claimed from the Swedish Tax Agency prior to the expiry of the fifth 
calendar year following the dividend distribution.

Capital gains taxation
Shareholders who are not tax resident in Sweden and whose share-
holding is not attributable to a permanent establishment in Sweden 
are generally not liable for Swedish capital gains taxation upon the 
disposal of shares. Such shareholders may, however, be subject to 
taxation in their country of residence. Under a specific tax rule, indi-
viduals who are not tax resident in Sweden may, however, be sub-
ject to tax in Sweden upon the disposal of shares, if they have been 
resident or stayed permanently in Sweden at any time during the 
calendar year of such disposal or during any of the previous ten cal-
endar years. The applicability of this rule may be limited by tax trea-
ties between Sweden and other countries.

Tax considerations in the United States
Certain U.S. federal income tax considerations
The following summary discusses certain U.S. federal income tax 
consequences of the acquisition, ownership and disposition of the 
shares by a U.S. Holder (as defined below). This discussion is lim-
ited to U.S. Holders that acquire the shares pursuant to this offering 
document and that will hold the shares as capital assets for U.S. 
federal income tax purposes (generally, property held for invest-
ment).

This discussion does not describe all of the tax consequences 
that may be relevant in light of a U.S. Holder’s particular circum-
stances or to U.S. Holders subject to special rules, such as:

• financial institutions;
• insurance companies;
• tax-exempt organisations ;
• real estate investment trusts;
• regulated investment companies;
• dealers in securities or foreign currencies;
• persons holding shares as part of a hedging transaction, “strad-

dle,” conversion transaction or other integrated transaction;
• persons owning shares in connection with a trade or business 

conducted outside the United States or a permanent establish-
ment; 

• certain former citizens and residents of the United States;
• U.S. Holders whose functional currency is not the U.S. dollar;
• persons that actually or constructively own ten per cent or more 

(by vote or value) of the shares in the Company; or
• partnerships or other entities or arrangements classified as part-

nerships for U.S. federal income tax purposes.

This summary is based on the Internal Revenue Code of 1986, as 
amended (the “Internal Revenue Code”), administrative pro-
nouncements, judicial decisions and final, temporary and proposed 
U.S. Treasury Regulations, and the Convention Between the United 
States of America and the Government of Sweden for the Avoid-
ance of Double Taxation and the Prevention of Fiscal Evasion with 
Respect to Taxes on Income (the “Treaty”), changes to any of which 
subsequent to the date of this offering document may affect the tax 
consequences described below, possibly on a retroactive basis. No 
rulings have been requested from the U.S. Internal Revenue Service 
(the “IRS”) and there can be no guarantee that the IRS would not 
challenge, possibly successfully, the treatment described below. 
This discussion does not address any other U.S. federal income tax 
laws (such as the alternative minimum tax or the Medicare contribu-
tion tax on net investment income). Persons considering the pur-
chase of the shares should consult their own tax advisers with 
regard to the application of the U.S. federal income tax laws to their 
particular situations as well as any tax consequences arising under 
the laws of any state, local or non U.S. taxing jurisdiction.

As used herein, the term “U.S. Holder” means a beneficial owner 
of a share that is for U.S. federal income tax purposes:

• a citizen or individual resident of the United States;
• a corporation created or organized in or under the laws of the 

United States, any state thereof, or the District of Columbia; or
• an estate or trust the income of which is subject to U.S. federal 

income taxation regardless of its source.

If an entity or arrangement that is classified as a partnership for 
U.S. federal income tax purposes invests in shares, the U.S. federal 
income tax treatment of a partner will generally depend on the sta-
tus of the partner and upon the activities of the partnership. Part-
nerships investing in shares should consult their own tax advisers 
regarding the tax consequences of their investment.

The Company expects, and other than with respect to the discus-
sion below under “–Passive foreign investment company rules” this 
summary assumes, that the Company was not for its most recent 
taxable year and will not be for the current taxable year or in the 
foreseeable future a passive foreign investment company (“PFIC”) 
for U.S. federal income tax purposes. See “–Passive foreign invest-
ment company rules” below.

THE DISCUSSION OF U.S. FEDERAL INCOME TAX CONSIDER-
ATIONS SET OUT BELOW IS FOR GENERAL INFORMATION 
ONLY. ALL PROSPECTIVE PURCHASERS SHOULD CONSULT 
THEIR TAX ADVISERS CONCERNING THE TAX CONSE-
QUENCES OF THE ACQUISITION, OWNERSHIP, OR DISPOSI-
TION OF SHARES IN LIGHT OF THEIR PARTICULAR CIRCUM-
STANCES, INCLUDING THE APPLICABILITY AND EFFECT OF 
OTHER FEDERAL, STATE, LOCAL, NON-U.S. AND OTHER TAX 
LAWS, INCLUDING THE TREATY, AND POSSIBLE CHANGES 
IN TAX LAW.
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Distributions on shares
Distributions on the shares (including the amount of any Swedish 
tax withheld therefrom, if any) generally will be included in a U.S. 
Holder’s gross income as ordinary dividend income from foreign 
sources upon receipt. Such dividends will not be eligible for the div-
idends received deduction allowed to U.S. corporations for divi-
dends received from certain other corporations.

With respect to non-corporate U.S. Holders dividends may be 
taxed at the lower rates applicable to “qualified dividend income”, 
provided the Company is eligible for the benefits of the Treaty, and 
certain holding period and other requirements are met. U.S. Hold-
ers should consult their tax advisers regarding the availability of the 
lower rates applicable to qualified dividend income for dividends 
paid with respect to the shares.

U.S. Holders should consult their own tax advisers regarding how 
to account for dividends that are paid in a currency other than the 
U.S. dollar.

Subject to applicable limitations, a U.S. Holder may claim a 
deduction or a foreign tax credit for Swedish tax withheld at the 
appropriate rate. The U.S. foreign tax credit rules are particularly 
complex. A U.S. Holder will only be able to take a deduction for any 
such Swedish tax in a tax year in which the U.S. Holder is claiming 
no foreign tax credits with respect to other taxes. U.S. Holders 
should consult their own tax advisers regarding the tax conse-
quences to them if Swedish tax is withheld from dividends on the 
shares, including the availability to claim a deduction or a foreign 
tax credit under their particular circumstances.

Sale, exchange or disposition of the shares
A U.S. Holder will generally recognise gain or loss on the sale, 
exchange or disposition of a share equal to the difference between 
the U.S. dollar amount realised on the sale, exchange or disposition 
and the U.S. Holder’s basis in the share. A U.S. Holder’s basis in a 
share will generally be the U.S. dollar value of the acquisition cost of 
the share. Any gain or loss that a U.S. Holder recognises upon the 
sale, exchange or other disposition of a share generally will be U.S. 
source capital gain or loss and will be long-term capital gain or loss 
if, at the time of disposition, the U.S. Holder’s holding period for the 
share is more than one year. The deductibility of capital losses is 
subject to limitations.

U.S. Holders should consult their own tax advisers regarding how 
to account for gain or loss on the sale, exchange or disposition of 
the shares that are paid in a currency other than the U.S. dollar

Passive foreign investment company rules
In general, a corporation organised or incorporated outside the U.S. 
is a PFIC in any taxable year in which, after taking into account the 
income and assets of certain subsidiaries, either (i) at least 75 per 
cent of its gross income is classified as “passive income” or (ii) at 
least 50 per cent of the average quarterly value attributable to its 
assets produce or are held for the production of passive income. 
Passive income for this purpose generally includes dividends, inter-
est, royalties, rents and gains from commodities and securities 
transactions. 

Based on the present nature of its activities and the present com-
position of its assets including the proceeds of the Offering and of 
other cash the Company will hold and generate during the ordinary 
course of business, the Company believes that it was not a PFIC for 
its preceding taxable year and does not expect to be a PFIC for the 
current year or for the foreseeable future. There can be no assur-
ances, however, that the Company will not be considered a PFIC for 
any particular year because PFIC status is factual in nature, gener-
ally cannot be determined until the close of the taxable year in ques-
tion, and is determined based on a company’s income and assets 
for a given year. If the Company is a PFIC for any taxable year dur-
ing which a U.S. Holder holds shares and any of the Company’s 
non-U.S. subsidiaries is also a PFIC, such U.S. Holder will be 
treated as owning a proportionate amount (by value) of the shares 
of the lower-tier PFIC for purposes of the application of these rules. 
U.S. Holders are urged to consult their tax advisors about the appli-
cation of the PFIC rules to any of the Company’s subsidiaries. If the 
Company is classified as a PFIC in any year that a U.S. Holder is a 
shareholder, the Company generally will continue to be treated as a 
PFIC for that U.S. Holder in all succeeding years, regardless of 
whether the Company continues to meet the income or asset test 
described above. If the Company were a PFIC in any taxable year, 
U.S. Holders could be subject to materially negative U.S. tax conse-
quences, including but not limited to potentially being subject to 
materially greater amounts of tax on gains and certain distributions 
and being subject to additional US tax reporting requirements. U.S. 
Holders should consult their own tax adviser about the application 
of the PFIC rules.

Information reporting and backup withholding
Information returns may be filed with the IRS in connection with 
payments of dividends in respect of the shares and the proceeds 
from sale, exchange or disposition of the shares held by a U.S. 
Holder unless the U.S. Holder establishes, if required, that it is 
exempt from the information reporting rules, for example by prop-
erly establishing that it is a corporation. If the U.S. Holder does not 
establish that it is exempt from these rules, the U.S. Holder may be 
subject to backup withholding on these payments if it fails to pro-
vide a taxpayer identification number or otherwise comply with the 
backup withholding rules. The amount of any backup withholding 
from a payment to a U.S. Holder will be allowed as a credit against 
the U.S. Holder’s U.S. federal income tax liability and may entitle 
the U.S. Holder to a refund, provided that the required information 
is timely furnished to the IRS.

U.S. Holders should consult their advisers regarding any addi-
tional tax reporting or filing requirements they may have as a result 
of the acquisition, ownership or disposition of the shares, including 
any reporting requirements with respect to “specified foreign finan-
cial assets”. Failure to comply with certain reporting obligations 
could result in the imposition of substantial penalties.
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The Offering
The Offering comprises not less than 367,647,058 and not more 
than 471,698,113 common shares of class B, of which all are newly 
issued shares offered by the Company. The Offering is divided into 
two parts:
• The offer to the general public in Sweden, Denmark, Finland and 

Norway1

• The offer to institutional investors in Sweden and abroad2

The offer to institutional investors in Sweden and abroad includes 
a private placement in the United States to persons who are QIBs as 
defined in, and in reliance on, Rule 144A or pursuant to another avail-
able exemption from, or in a transaction not subject to, the registra-
tion requirements of the U.S. Securities Act. All offers and sales out-
side the United States will be made in compliance with Regulation S 
under the U.S. Securities Act. 

The Company, the Principal Shareholder and the Managers intend 
to enter into an agreement regarding the placing of common shares 
of class B in the Company on or about 27 October 2021 (the “Placing 
Agreement”). Subject to certain conditions set forth in the Placing 
Agreement, the Managers will agree, severally but not jointly, to pro-
cure purchasers for or, if the Managers fail to do so, purchase them-
selves, and the Company and the Principal Shareholder will agree to 
sell to the Managers the percentage of the shares, taking into 
account the commitments of each Manager as set forth in the table 
below, at the Offering Price:

Managers Shares, %

Goldman Sachs 40.0

SEB 30.0

BNP PARIBAS 5.4

HSBC 5.4

J.P. Morgan 5.4

Morgan Stanley 5.4

Nordea 5.4

Carnegie 1.5

Swedbank 1.5

Total 100.0

On 30 August 2021, the listing committee of Nasdaq Stockholm 
assessed that the Company meets Nasdaq Stockholm’s listing 
requirements, provided that customary terms and conditions are 
satisfied, including that the distribution requirement for the Compa-
ny’s common shares of class B is met no later than the first day of 
trading in the Company’s shares on Nasdaq Stockholm and that the 
Company applies for the admission to trading of its shares on Nas-
daq Stockholm. Trading in the common shares of class B is 
expected to commence on or about 28 October 2021, subject to 
the condition subsequent that, if closing of the Offering does not 
take place on the settlement date (i.e., 1 November 2021) or at all, 
the Offering will be withdrawn, all orders to purchase common 
shares of class B will be disregarded, any allotments made will be 

1) The offer to the general public in Sweden, Denmark, Finland and Norway 
entails an offer to acquire a maximum of 25,000 shares.
2) ””Institutional investors” include private individuals and legal entities that 
apply to acquire more than 25,000 shares.

deemed not to have been made, any purchase payments made will 
be returned without interest or other compensation, and transac-
tions on Nasdaq Stockholm will be annulled. All dealings in the 
common shares of class B prior to settlement and delivery are at 
the sole risk of the parties concerned.

The offering period for the general public in Sweden, Denmark, 
Finland and Norway may be extended and, in such case, the exten-
sion would be publicly announced by the Company no later than 
26 October 2021. The offering period for institutional investors may 
be shortened or extended and, in such case, the change would be 
publicly announced by the Company no later than 27 October 2021.

The Managers expect to deliver the allocated common shares of 
class B to investors’ accounts on or about 1 November 2021. The 
shares will be accepted for delivery through the facilities of Euro-
clear Sweden against payment in immediately available funds.

The Managers will agree to restrictions on where and to whom 
they and any dealer purchasing from them may offer and sell com-
mon shares of class B as part of the distribution of the shares.

The Managers, through their respective selling agents, propose 
to sell common shares of class B in the United States to QIBs in 
reliance on Rule 144A or pursuant to another available exemption 
from, or in a transaction not subject to, the registration require-
ments of the U.S. Securities Act. Any offer or sale of shares in the 
United States in reliance on Rule 144A will solely be made by one 
or  more broker-dealers who are registered as such under the U.S. 
Exchange Act.

Until the expiration of 40 days after the commencement of the 
Offering, an offer or sale of common shares of class B within the 
United States by a dealer that is not participating in the Offering 
may violate the registration requirements of the U.S. Securities Act 
if the offer or sale is made otherwise than in accordance with Rule 
144A or pursuant to another exemption from, or in a transaction not 
subject to, the registration requirements of the U.S. Securities Act.

In the Placing Agreement, the Company and the Principal Share-
holder will make certain representations and warranties. The Com-
pany will also agree to indemnify the several Managers against cer-
tain liabilities, including liability under the U.S. Securities Act.

The Placing Agreement will provide that, upon the occurrence of 
certain events, such as the suspension of trading on Nasdaq Stock-
holm or a material adverse change in Volvo Car Group’s financial 
condition or business affairs or in the financial markets, and on cer-
tain other conditions, the Managers will have the right, collectively 
but not individually, to withdraw from the Offering before delivery 
of the common shares of class B. In this event, the Offering will be 
withdrawn, all orders to purchase shares will be disregarded, any 
allotments made will be deemed not to have been made, any pur-
chase payments made will be returned without interest or other 
compensation and transactions on Nasdaq Stockholm will be 
annulled. All dealings in the shares prior to settlement and delivery 
are at the sole risk of the parties concerned.

Increase of the Offering
The Principal Shareholder has also reserved the right to increase the 
Offering and sell up to an additional 94,339,622 existing common 
shares of class B. Such an increase of the Offering would cater for a 
larger offering to the general public and hence enabling an addi-
tional free float.

Plan of distribution
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Overallotment Option
To cover any overallotments in the Offering, the Principal Share-
holder will grant the Joint Global Coordinators an option to acquire 
up to an additional 70,754,716 existing common shares of class B 
at the Offering Price, corresponding to maximum 15 per cent of the 
highest number of shares in the Offering (the “Overallotment 
Option”). The Overallotment Option may be exercised, in full or in 
part, during a period of 30 days from the first day of trading in the 
Company’s shares on Nasdaq Stockholm. If the Joint Global Coor-
dinators exercise this option, each Manager will be severally obli-
gated, subject to certain conditions contained in the Placing Agree-
ment, to procure purchasers for, or failing such procurement, to 
acquire a number of additional shares proportionate to that Manag-
er’s initial per cent of committed shares reflected in the table above, 
and the Principal Shareholder will be obligated to sell a number of 
additional shares proportionate to the shares over which it has 
granted the Overallotment Option, the maximum aggregate amount 
of which is set forth in the first sentence of this paragraph. In con-
nection with additional sales in respect of the Overallotment 
Option, SEB acting as settlement agent may effect borrowing 
arrangements with the Principal Shareholder prior to the exercise of 
the Overallotment Option in order to have a sufficient number of 
shares to deliver to all  purchasers.

Stabilisation
In connection with the Offering, Joint Global Coordinators (with 
SEB in charge) may effect transactions aimed at supporting the 
market price of the common shares of class B at levels above those 
which might otherwise prevail in the open market. Such stabilisa-
tion transactions may be effected on Nasdaq Stockholm, in the 
over-the-counter market or otherwise, at any time during the period 
starting on the date of commencement of trading in the shares on 
Nasdaq Stockholm and ending no later than 30 calendar days 
thereafter. The Joint Global Coordinators (with SEB in charge) are, 
however, not required to undertake any stabilisation and there is no 
assurance that stabilisation will be undertaken.

Stabilisation, if undertaken, may be discontinued at any time with-
out prior notice. In no event will transactions be effected at levels 
above the price in the Offering. No later than by the end of the sev-
enth trading day after stabilisation transactions have been under-
taken, the Joint Global Coordinators (with SEB in charge) shall dis-
close that stabilisation transactions have been undertaken in 
accordance with Article 5(4) of the Market Abuse Regulation 
596/2014. Within one week of the end of the stabilisation period, the 
Joint Global Coordinators (with SEB in charge) will make public 
whether or not stabilisation was undertaken, the date at which stabi-
lisation started, the date at which stabilisation last occurred and the 
price range within which stabilisation was carried out, for each of the 
dates during which stabilisation transactions were carried out.

Information about the offeror
In addition to the shares offered by Volvo Car Group, the Principal 
Shareholder has reserved the right to increase the Offering and sell 
up to an additional 94,339,622 existing common shares of class B. 
Provided that the Overallotment Option is exercised in full, the Prin-
cipal Shareholder is also offering up to an additional 70,754,716  

existing common shares of class B in the Offering. Geely Sweden 
Holdings AB is a Swedish limited liability company  (Sw. aktie-
bolag), incorporated in Sweden and governed by the Swedish Com-
panies Act, with the address Lindholmsallén 8B, SE-417 55 Goth-
enburg, Sweden. Geely Sweden’s LEI code is 
529900AJRI28VHHLMU47.

Advisors, etc. 
Goldman Sachs and SEB are Joint Global Coordinators in the 
Offering and provide financial advice and other services to the 
Company in connection with the Offering, for which they will 
receive customary remuneration. Goldman Sachs, SEB, BNP Pari-
bas, HSBC, J.P. Morgan, Morgan Stanley and Nordea are Joint 
Bookrunners and Carnegie and Swedbank are Co-Lead Managers 
in the Offering. The total remuneration paid to the Managers will 
depend on the success of the Offering.

The Managers and their respective affiliates are full service finan-
cial institutions engaged in various activities, which may include 
securities trading, commercial and investment banking, financial 
advisory, investment management, investment research, principal 
investment, hedging, financing and brokerage activities. Certain of 
the Managers and their respective affiliates have from time to time 
engaged in, and may in the future engage in, commercial banking, 
investment banking and financial advisory transactions and services 
in the ordinary course of their business with the Company or the 
Principal Shareholder or any of the Company’s or the Principal 
Shareholder’s respective related parties. With respect to certain of 
these transactions and services, the sharing of information is gener-
ally restricted for reasons of confidentiality, internal procedures or 
applicable rules and regulations. The Managers have received and 
will receive customary fees and commissions for these transactions 
and services and may come to have interests that may not be 
aligned or could potentially conflict with potential investors’ and 
Volvo Car Group’s interests. Furthermore, the Managers (and their 
affiliates), save for Carnegie, are lenders of loans granted to Volvo 
Car Group. 

In addition, in the ordinary course of business, the Managers and 
their respective affiliates may make or hold a broad array of invest-
ments including serving as counterparties to certain derivative and 
hedging arrangements and actively trade debt and equity securities 
(or related derivative securities) and financial instruments (including 
bank loans) for their own account and for the accounts of their cus-
tomers, and such investment and securities activities may involve 
securities and/or instruments of the Company. The Managers and 
their respective affiliates may also make investment recommenda-
tions and/or publish or express independent research views in 
respect of such securities or instruments and may at any time hold, 
or recommend to clients that they acquire, long and/or short posi-
tions in such securities and instruments.

Mannheimer Swartling Advokatbyrå AB is Volvo Car Group’s and 
the Principal Shareholder’s legal advisor as to Swedish law, and Clif-
ford Chance LLP is Volvo Car Group’s and the Principal Shareholder’s 
legal advisor as to U.S. law in relation to the Offering and the listing 
of the Company’s common shares of class B on Nasdaq Stockholm. 
White & Case Advokataktiebolag and White & Case LLP are legal 
advisors to the Managers as to Swedish and U.S. law, respectively.
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No public offering outside Sweden, Denmark, Finland or Norway
No action has been or will be taken in any jurisdiction other than 
Sweden, Denmark, Finland or Norway that would permit a public 
offering of the common shares of class B, or the possession, circu-
lation or distribution of this prospectus or any other material relating 
to Volvo Car Group or the shares in any jurisdiction where action for 
that purpose is required. Accordingly, the shares may not be offered 
or sold, directly or indirectly, and neither this prospectus nor any 
other offering material or advertisements in connection with the 
Offering may be distributed or published, in or from any country or 
jurisdiction except in compliance with any applicable rules and reg-
ulations of any such country or jurisdiction.

Lock-up arrangements, etc.
Under the Placing Agreement, Volvo Car Group will agree with the 
Joint Global Coordinators that it will not, for a period of 180 days 
from the first day of trading of the Company’s common shares of 
class B on Nasdaq Stockholm, without the prior written consent of 
the Joint Global Coordinators, for example, (i) offer, pledge, allot, 
issue, sell, contract to sell, sell any option or contract to purchase, 
purchase any option to sell, grant any option, right or warrant to 
purchase, or otherwise transfer or dispose of, directly or indirectly, 
any of the Company’s shares or any securities convertible into or 
exercisable or exchangeable for such shares (the “Securities”), or 
(ii) publicly announce such an intention to effect any such transac-
tion, save that the foregoing restrictions shall not apply in respect of 
(a) the issue of Shares pursuant to the Offering; or (b) the issue or 
transfer of shares and warrants pursuant to any employee incentive 
plans. 

The Placing Agreement will also include lock-up arrangements 
for the Principal Shareholder, pursuant to which the shareholder will 
agree with the Joint Global Coordinators that, subject to certain 
exceptions, it will not, for a period of 180 days after the first day of 
trading of the Company’s shares on Nasdaq Stockholm, without the 
prior written consent of the Joint Global Coordinators, for example, 
offer, pledge, sell, contract to sell or pledge, issue options, rights or 
warrants in respect of or otherwise dispose of, directly or indirectly, 
any of the shares or Securities in the Company.

In addition, the Company’s Board of Directors and the Executive 
Management will agree with the Managers that, subject to certain 
exceptions, they will not, for a specified period after the first day of 
trading of the Company’s shares on Nasdaq Stockholm, without the 
prior written consent of the Joint Global Coordinators, for example, 
offer, pledge, sell, contract to sell or pledge, sell any options or  
contract to purchase, purchase any option to sell, grant any option, 
right or warrant to purchase, or otherwise dispose of, directly or 
indirectly, any of the Company’s shares or Securities that it held or 
received in connection with the admission to trading of the Compa-
ny’s shares on Nasdaq Stockholm, or may acquire thereafter. The 
lock-up period shall be 360 days for Board members and the  
Executive Management.

The Cornerstone Investors will not be subject to a lock-up 
arrangement in respect of their allocations.

Cornerstone Investor commitments
The Cornerstone Investors have, on the same terms as other inves-
tors, undertaken to subscribe a total of 105,785,121 common shares 
of class B in the Offering, corresponding to 19.0 per cent of the 
Offering and 3.5 per cent of the shares in Volvo Car Group following 
the Offering (under the assumption that the Overallotment Option is 
fully exercised, that the Offering is fully increased and that the Offer-
ing Price corresponds to the midpoint of the Price Range). The Cor-
nerstone Investors will be prioritised in the allotment of shares in the 
Offering and receive full allocation in accordance with their respective 
commitments. These commitments were entered into on or about 
15 October 2021. The commitments do not entitle any compensation.

The commitments from Cornerstone Investors are not covered by 
any bank guarantee, blocked funds, pledging, or similar arrange-
ment, and consequently there is a risk that Cornerstone Investors 
will not fulfil their commitments, see also the section “Risk factors–
Risks related to the Company’s shares and the Offering–Undertak-
ings by Cornerstone Investors are not secured”.

The table below contains a summary of name, address, size of 
the commitment and the commitment’s share of the Offering for 
each Cornerstone Investor, based on the abovementioned assump-
tions.

Name

Commitment 
in the Offering, 

MSEK

Commitment in 
the Offering, 

number of 
shares of class B

% of the shares 
in the Company 

after completion 
of the Offering1)

AMF 1,500 24,793,388 0.8

Swedbank Robur 1,300 21,487,603 0.7

If P&C Insurance Ltd 
(publ)

1,000 16,528,925 0.6

Nordea Investment 
Management AB, on 
behalf of Nordea 
Funds Ltd.

1,000 16,528,925 0.6

Skandia Fonder AB 
and Skandia Mutual 
Life Insurance  
Company

1,000 16,528,925 0.6

Danica Pension,  
Livsforsikrings-
aktieselskab

600 9,917,355 0.3

Total 6,400 105,785,121 3.5

1) Also taking into account the share capital structure amendments in connec-
tion with the Offering (see “Shares and share capital–Share capital structure 
amendments in connection with the Offering, etc.”).
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Selling restrictions
The distribution of this prospectus and the shares in Offering (the 
“Securities”) in certain jurisdictions may be restricted by law and 
therefore persons into whose possession this prospectus comes 
should inform themselves about and observe any restrictions, 
including those set out in the paragraphs that follow. Any failure to 
comply with these restrictions may constitute a violation of the 
Securities laws of any such jurisdiction.

No action has been or will be taken in any jurisdiction that would 
permit a public offering of the Securities, or possession or distribu-
tion of this prospectus or any other offering material in any country 
or jurisdiction where action for that purpose is required. Accord-
ingly, the Securities may not be offered or sold, directly or indirectly, 
and neither this prospectus nor any other offering material or adver-
tisement in connection with the Securities may be distributed or 
published in or from any country or jurisdiction except in circum-
stances that will result in compliance with any and all applicable 
rules and regulations of any such country or jurisdiction. Persons 
into whose possession this prospectus comes should inform them-
selves about and observe any restrictions on the distribution of this 
prospectus and the Offering contained in this prospectus. Any fail-
ure to comply with these restrictions may constitute a violation of 
the securities laws of any such jurisdiction. This prospectus does 
not constitute an offer to subscribe for or purchase any of the Secu-
rities to any person in any jurisdiction to whom it is unlawful to 
make such offer of solicitation in such jurisdiction.

European Economic Area 
In relation to each Member State of the European Economic Area 
(with the exception of Sweden, Denmark, Finland and Norway) 
(each a “Relevant State”), no Securities have been offered or will 
be offered to the public in that Relevant State, except that offers of 
the Securities may be made under the following exemptions under 
the Prospectus Regulation:
• to any legal entity that is a qualified investor as defined in the 

Prospectus Regulation;
• to fewer than 150 natural or legal persons (other than qualified 

investors as defined in the Prospectus Regulation), as permitted 
under the Prospectus Regulation, subject to obtaining the prior 
consent of the Managers for any such offer; or

• in any other circumstances falling within Article 1(4) of the Pro-
spectus Regulation, 

provided that no such offer of the Securities shall result in a require-
ment for the publication by Volvo Car Group, the Principal Share-
holder, or any Manager of a prospectus pursuant to Article 3 of the 
Prospectus Regulation or of a supplement to a prospectus pursuant 
to Article 23 of the Prospectus Regulation.

For the purposes of this provision, the expression “offered to the 
public” in relation to any Securities in any Relevant State means the 
communication in any form and by any means of sufficient informa-
tion on the terms of the Offering and the Securities so as to enable 
an investor to decide to purchase or subscribe for any Securities.

Each person in a Relevant State who receives any communica-
tion in respect of, or who acquires any shares under, the Offering 
contemplated hereby will be deemed to have represented, war-
ranted and agreed to and with each of the Group and the Managers 

Selling and transfer restrictions

that it is a qualified investor within the meaning of Article 2(e) of the 
Prospectus Regulation.

Volvo Car Group, the Principal Shareholder, the Managers and 
their respective affiliates and its and their respective directors, 
employees, agents, advisers, subsidiaries and others will rely upon 
the truth and accuracy of the foregoing representation, acknowl-
edgement and agreement.

United Kingdom
No Securities have been offered or will be offered to the public in 
the United Kingdom, except that offers of the Securities may be 
made under the following exemptions under Regulation (EU) 
2017/1129 as it forms part of domestic law by virtue of the 
 European Union (Withdrawal) Act 2018 (the “UK Prospectus 
 Regulation”):
• to any legal entity that is a qualified investor as defined in Article 

2 of the UK Prospectus Regulation;
• to fewer than 150 natural or legal persons (other than qualified 

investors as defined in Article 2 of the UK Prospectus Regula-
tion), in the United Kingdom, subject to obtaining the prior  
consent of the Managers for any such offer; or

• in any other circumstances falling within section 86 of the 
FSMA, 

provided that no such offer of the Securities shall result in a require-
ment for the publication by Volvo Car Group, the Principal Share-
holder, or any Manager of a prospectus pursuant to section 85 of 
the FSMA or of a supplement to a prospectus pursuant to Article 
23 of the UK Prospectus Regulation.

For the purposes of this provision, the expression “offered to the 
public” in relation to any Securities means the communication in 
any form and by any means of sufficient information on the terms of 
the Offering and the Securities so as to enable an investor to decide 
to purchase or subscribe for any Securities.

Each person in the United Kingdom who receives any communi-
cation in respect of, or who acquires any shares under, the Offering 
contemplated hereby will be deemed to have represented, war-
ranted and agreed to and with each of the Group and the Managers 
that it is a qualified investor within the meaning of Article 2(e) of the 
UK Prospectus Regulation.

Volvo Car Group, the Principal Shareholder, the Managers and 
their respective affiliates and its and their respective directors, 
employees, agents, advisers, subsidiaries and others will rely upon 
the truth and accuracy of the foregoing representation, acknowl-
edgement and agreement.

In addition, in the United Kingdom, the Offering is addressed to, 
and directed only at, qualified investors who are (i) persons who 
have professional experience in matters relating to investments and 
who fall within the definition of “investment professionals” in Article 
19(5) of the Order, (ii) persons who are high net worth entities fall-
ing within Article 49(2)(a) to (d) of the Order, or (iii) other persons to 
whom this document may otherwise lawfully be communicated (all 
such persons referred to in (i), (ii) and (iii) together being referred to 
as “relevant persons”). This document must not be acted on or 
relied on in the United Kingdom by persons who are not relevant 
persons. Any investment or investment activity to which this docu-
ment relates is available only to relevant persons in the United King-
dom and will be engaged in only with such persons.
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United States
The Securities have not been and will not be registered under the 
U.S. Securities Act or under any applicable securities laws or regu-
lations of any state of the United States and, subject to certain 
exceptions, may not be offered or sold within the United States 
except to persons reasonably believed to be QIBs in reliance on 
Rule 144A or another exemption from, or in a transaction not sub-
ject to, the registration requirements of the U.S. Securities Act.  
The Securities are being offered and sold outside the United States 
in “offshore transactions” as defined in and in reliance on Regula-
tion S.

In addition, until 40 days after the commencement of the offer to 
institutional investors, an offer or sale of securities within the 
United States by any dealer (whether or not participating in the 
offer to institutional investors) may violate the registration require-
ments of the U.S. Securities Act if such offer or sale is made other-
wise than in accordance with Rule 144A or another exemption from, 
or transaction not subject to, the registration requirements of the 
U.S. Securities Act.

The Placing Agreement provides that the Managers may directly, 
or through their respective United States broker-dealer affiliates, 
arrange for the Offering and resale of shares within the United 
States only to QIBs in reliance on Rule 144A or another exemption 
from, or transaction not subject to, the registration requirements of 
the U.S. Securities Act. Nordea will not participate in the solicita-
tion, offer or sale of any shares within or directed into the United 
States and will not be involved in any activities relating to the 
shares within or directed into the United States.

Each acquirer of Securities within the United States, by accept-
ing delivery of this document, will be deemed to have represented, 
agreed and acknowledged that it has received a copy of this docu-
ment and such other information as it deems necessary to make an 
investment decision, and that:
(a)    it is (i) a QIB within the meaning of Rule 144A, (ii) acquiring the 

Securities for its own account or for the account of one or more 
QIBs with respect to whom it has the authority to make, and 
does make, the representations and warranties set forth herein, 
(iii) acquiring the Securities for investment purposes, and not 
with a view to further distribution of such Securities, and (iv) 
aware, and each beneficial owner of the Securities has been 
advised, that the sale of the Securities to it is being made in 
reliance on Rule 144A or in reliance on another exemption from, 
or in a transaction not subject to, the registration requirements 
of the U.S. Securities Act;

(b)    it understands that the Securities are being offered and sold in 
the United States only in transactions not involving any public 
offering within the meaning of the U.S. Securities Act, and that 
the Securities have not been, and will not be, registered under 
the U.S. Securities Act or with any securities regulatory author-
ity of any state or other jurisdiction of the United States, and 
may not be offered, sold, pledged or otherwise transferred 
except (i) to a person that it and any person acting on its behalf 
reasonably believes is a QIB purchasing for its own account or 
for the account of a QIB in a transaction meeting the require-
ments of Rule 144A, or another exemption from, or in a trans-
action not subject to, the registration requirements of the U.S. 
Securities Act, (ii) in an offshore transaction in accordance with 

Rule 903 or Rule 904 of Regulation S, (iii) pursuant to an 
exemption from registration under the U.S. Securities Act pro-
vided by Rule 144 thereunder (if available), or (iv) pursuant to an 
effective registration statement under the U.S. Securities Act, 
in each case in accordance with any applicable securities laws 
of any state or other jurisdiction of the United States;

(c)    it further (i) understands that the Securities may not be depos-
ited into any unrestricted depositary receipt facility in respect 
of the Securities established or maintained by a depositary 
bank, (ii) acknowledges that the Securities (whether in physical 
certificated form or in uncertificated form held in CREST) are 
“restricted securities” within the meaning of Rule 144(a)(3) 
under the U.S. Securities Act, and (iii) understands that no rep-
resentation is made as to the availability of the exemption from 
registration provided by Rule 144 for resales of the Securities;

(d)    it understands that the Securities (to the extent they are in cer-
tificated form), unless otherwise determined by the Company 
in accordance with applicable law, will bear a legend substan-
tially to the following effect: 
THE SHARES REPRESENTED HEREBY HAVE NOT BEEN 
AND WILL NOT BE REGISTERED UNDER THE US SECURI-
TIES ACT OF 1933, AS AMENDED (THE “U.S. SECURITIES 
ACT”), OR WITH ANY SECURITIES REGULATORY 
AUTHORITY OF ANY STATE OR OTHER JURISDICTION OF 
THE UNITED STATES AND MAY NOT BE OFFERED, SOLD, 
PLEDGED OR OTHERWISE TRANSFERRED EXCEPT (1) TO 
A PERSON THAT THE HOLDER AND ANY PERSON ACTING 
ON ITS BEHALF REASONABLY BELIEVE IS A QUALIFIED 
INSTITUTIONAL BUYER WITHIN THE MEANING OF RULE 
144A UNDER THE U.S. SECURITIES ACT PURCHASING 
FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER, (2) IN AN OFFSHORE 
TRANSACTION IN ACCORDANCE WITH RULE 903 OR 
RULE 904 OF REGULATION S UNDER THE U.S. SECURI-
TIES ACT, (3) PURSUANT TO AN EXEMPTION FROM REG-
ISTRATION UNDER THE U.S. SECURITIES ACT PROVIDED 
BY RULE 144 THEREUNDER (IF AVAILABLE) OR (4) PUR-
SUANT TO AN EFFECTIVE REGISTRATION STATEMENT 
UNDER THE U.S. SECURITIES ACT, IN EACH CASE IN 
ACCORDANCE WITH ANY APPLICABLE SECURITIES 
LAWS OF ANY STATE OR OTHER JURISDICTION OF THE 
UNITED STATES. NO REPRESENTATION CAN BE MADE 
AS TO THE AVAILABILITY OF THE EXEMPTION PROVIDED 
BY RULE 144 UNDER THE U.S. SECURITIES ACT FOR 
RESALES OF THE ORDINARY SHARES. NOTWITHSTAND-
ING ANYTHING TO THE CONTRARY IN THE FOREGOING, 
THE SHARES REPRESENTED HEREBY MAY NOT BE 
DEPOSITED INTO ANY UNRESTRICTED DEPOSITARY 
RECEIPT FACILITY IN RESPECT OF THE SHARES ESTAB-
LISHED OR MAINTAINED BY A DEPOSITARY BANK. EACH 
HOLDER WILL, AND EACH SUBSEQUENT HOLDER IS 
REQUIRED TO, NOTIFY ANY PURCHASER OF THE 
SHARES REPRESENTED HEREBY FROM SUCH HOLDER 
OF THE RESALE RESTRICTIONS REFERRED TO ABOVE. 
EACH HOLDER, BY ITS ACCEPTANCE OF SHARES, REP-
RESENTS THAT IT UNDERSTANDS AND AGREES TO THE 
FOREGOING RESTRICTIONS; and
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(e)    it represents that if, in the future, it offers, resells, pledges or 
otherwise transfers such Shares while they remain “restricted 
securities” within the meaning of Rule 144, it shall notify such 
subsequent transferee of the restrictions set out above.

The Company, the Managers and their affiliates and others will rely 
on the truth and accuracy of the foregoing acknowledgements, rep-
resentations and agreements.

Australia
This document: (a) does not constitute a prospectus or a product 
disclosure statement under the Corporations Act 2001 (Cth) of the 
Commonwealth of Australia (“Corporations Act”); (b) does not 
purport to include the information required of a prospectus under 
Part 6D.2 of the Corporations Act or a product disclosure state-
ment under Part 7.9 of the Corporations Act; (c) has not been, nor 
will it be, lodged (whether as a disclosure document under the Cor-
porations Act or otherwise) with the Australian Securities and 
Investments Commission (“ASIC”), the Australian Securities 
Exchange operated by ASX Limited or any other regulatory body or 
agency in Australia; and (d) may not be provided in Australia other 
than to select investors who are able to demonstrate that they: (i) 
are a “sophisticated investor” (within the meaning of section 
708(8) of the Corporations Act), a “professional investor” (within 
the meaning of section 708(11) of the Corporations Act), or other-
wise fall within one or more of the categories of investors under 
section 708 of the Corporations Act, in each case to whom an offer 
may be made without disclosure under Part 6D.2 of the Corpora-
tions Act, or (ii) are a “wholesale client” for the purpose of section 
761G of the Corporations Act, (together, “Exempt Investors”).

The shares may not be directly or indirectly offered for subscrip-
tion or purchased or sold, and no invitations to subscribe for, or buy, 
the shares may be issued, and no draft or definitive prospectus, 
advertisement or other offering material relating to any shares may 
be distributed, received or published in Australia, except where dis-
closure is to Exempt Investors or is otherwise in compliance with all 
applicable Australian laws and regulations. By submitting an appli-
cation for the shares, each purchaser or subscriber of shares repre-
sents and warrants to the Company, the Managers and their affili-
ates that such purchaser or subscriber is an Exempt Investor.

The Company is not licensed in Australia to provide financial 
product advice in relation to the shares. Any advice contained in this 
document is general advice only. This document has been prepared 
without taking account of any investor’s objectives, financial situa-
tion or needs, and before making an investment decision on the 
basis of this document, investors should consider the appropriate-
ness of the information in this document, having regard to their own 
objectives, financial situation and needs. No cooling off period 
applies to an acquisition of the shares.

As any offer of shares under this document, any supplement or 
the accompanying prospectus or other document will be made 
without disclosure in Australia under Parts 6D.2 and 7.9 of the 
 Corporations Act, the offer of those shares for resale in Australia or 
to an Australian-resident investor within 12 months of the original 
purchase or subscription of the shares may require prospectus-like 
disclosure under the Corporations Act, unless that Australian-resi-
dent investor was, for example, an Exempt Investor. By applying 
for the shares, each purchaser or subscriber of shares undertakes 

to the Company and the Managers that such purchaser or sub-
scriber will not, for a period of 12 months from the date of purchase 
or subscription of the shares, offer, transfer, assign or otherwise 
alienate those shares to investors in Australia except in circum-
stances where a disclosure document is not required under the 
Corporations Act (i.e. the investor is an Exempt Investor) or where 
a compliant disclosure document is prepared and lodged with 
ASIC and, if applicable, any other regulatory body or agency in 
Australia.

Canada 
The shares may be sold only to purchasers purchasing, or deemed 
to be purchasing, as principal that are accredited investors, as 
defined in National Instrument 45-106 Prospectus Exemptions or 
subsection 73.3(1) of the Securities Act (Ontario), and are permit-
ted clients, as defined in National Instrument 31-103 Registration 
Requirements, Exemptions and Ongoing Registrant Obligations. 
Any resale of the shares must be made in accordance with an 
exemption from, or in a transaction not subject to, the prospectus 
requirements of applicable securities laws.

Securities legislation in certain provinces or territories of Canada 
may provide a purchaser with remedies for rescission or damages 
if this prospectus (including any amendment thereto) contains a 
misrepresentation, provided that the remedies for rescission or 
damages are exercised by the purchaser within the time limit pre-
scribed by the securities legislation of the purchaser’s province or 
territory. The purchaser should refer to any applicable provisions 
of the securities legislation of the purchaser’s province or territory 
for particulars of these rights or consult with a legal advisor.

Pursuant to section 3A.3 of National Instrument 33-105 Under-
writing Conflicts (“NI 33-105”), the Managers are not required to 
comply with the disclosure requirements of NI 33-105 regarding 
underwriter conflicts of interest in connection with this offering.

China
Each of the Managers has represented, warranted and agreed that 
the shares are not being offered or sold and may not be offered or 
sold, directly or indirectly, in the PRC (for such purposes, not includ-
ing the Hong Kong and Macau Special Administrative Region of the 
People’s Republic of China or Taiwan), except as permitted by the 
securities laws of the PRC.

Hong Kong
This prospectus has not been and will not be approved by or regis-
tered with the Securities and Futures Commission of Hong Kong or 
the Registrar of Companies of Hong Kong. No person may offer or 
sell in Hong Kong, by means of any document, any shares other 
than (i) to “professional investors” as defined in the Securities and 
Futures Ordinance (Cap. 571, Laws of Hong Kong) and any rules 
made thereunder, or (ii) in other circumstances which do not result 
in the document being a “prospectus” as defined in the Companies 
(Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32, 
Laws of Hong Kong) (the “C(WUMP)O”) or which do not consti-
tute an offer to the public within the meaning of the C(WUMP)O. 
No person may issue or have in its possession for the purposes of 
issue, in each case whether in Hong Kong or elsewhere, any adver-
tisement, invitation or document relating to the share which is 
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directed at, or the contents of which are likely to be accessed or 
read by, the public of Hong Kong (except if permitted to do so under 
the laws of Hong Kong) other than with respect to share which are 
or are intended to be disposed of only to persons outside Hong 
Kong or only to “professional investors” as defined in the Securities 
and Futures Ordinance (Cap. 571, Laws of Hong Kong) and any 
rules made thereunder.

Japan
The shares have not been and will not be registered under the 
Financial Instruments and Exchange Act of Japan (Act No. 25 of 
1948, as amended; the “FIEA”) and each Manager has represented 
and agreed that it will not offer or sell any share, directly or indi-
rectly, in Japan or to, or for the benefit of, any resident of Japan 
(which term as used herein means any person resident in Japan, 
including any corporation or entity organised under the laws of 
Japan), or to others for reoffering or resale, directly or indirectly, in 
Japan or to, or for the benefit of, a resident of Japan except pursu-
ant to an exemption from the registration requirements of, and oth-
erwise in compliance with, the FIEA and any other applicable laws, 
regulations and ministerial guidelines of Japan.

Kuwait
Each Manager has represented and agreed that the shares have not 
been and will not be offered, marketed and/or sold by it in Kuwait 
unless all necessary approvals from the Kuwait Capital Markets 
Authority pursuant to Law No. 7 of 2010, and its executive bylaws 
(each as amended) together with the various resolutions, regula-
tions, guidance principles and instructions issued pursuant thereto, 
or in connection therewith (regardless of nomenclature) or any other 
applicable law or regulation in Kuwait, have been given in respect of 
the offering, marketing, and/or sale, of the shares. For the avoid-
ance of doubt, no shares shall be offered, marketed and/or sold in 
Kuwait except on a private placement basis to Professional Clients 
(as defined in Module 1 of the executive bylaws of Law No. 7 of 
2010 (each as amended)).

Qatar
Each Manager has represented and agreed, and each further Man-
ager appointed under the Offering will be required to represent and 
agree, that it has not offered, delivered or sold, and will not offer, 
deliver or sell at any time, directly or indirectly, any shares in Qatar 
(including the Qatar Financial Centre), except: (i) in compliance with 
all applicable laws and regulations of Qatar, including the Qatar 
Financial Centre; and (ii) through persons or corporate entities 
authorised and licensed to provide investment advice and/or 
engage in brokerage activity and/or trade in respect of foreign secu-
rities in Qatar. This prospectus has not been filed with, reviewed or 
approved by the Qatar Central Bank, the Qatar Financial Markets 
Authority, Qatar Financial Centre Regulatory Authority or any other 
relevant Qatar governmental body or securities exchange.

Saudi Arabia
No action has been or will be taken in the Kingdom of Saudi Arabia 
that would permit a public offering of the shares. Any investor in the 
Kingdom of Saudi Arabia or who is a Saudi person (a “Saudi Inves-
tor”) who acquires any shares pursuant to an offering should note 

that the offer of shares is a private placement pursuant to Article 9 
or Article 10 of the “Rules on the Offer of Securities and Continuing 
Obligations” as issued by the Board of the Capital Market Authority 
resolution number 3-123-2017 dated 27 December 2017 (as 
amended by the CMA’s board pursuant to resolution no. 1-104-
2019 dated 30 September 2019 (the “KSA Regulations”)), as 
amended by the Board of the Capital Market Authority (the “CMA”) 
resolution number 1-7-2021 dated 14 January 2021 (the “Amended 
KSA Regulations”, which provides that certain Articles under the 
KSA Regulations (including Articles 8, 9, 10 and 15 (each as 
referred to therein)) shall continue to apply until 1 January 2022, at 
which time such Articles shall be replaced with the amended Arti-
cles as set out in the Amended KSA Regulations), made through a 
person authorised by the CMA to carry on the securities activity of 
arranging and following a notification to the CMA under Article 10 
of the Amended KSA Regulations.

The shares may thus not be advertised, offered or sold to any 
person in the Kingdom of Saudi Arabia other than to sophisticated 
investors under Article 9 of the KSA Regulations or by way of a lim-
ited offer under Article 10 of the KSA Regulations. Each Manager 
has represented and agreed that any offer of shares to a Saudi 
Investor will be made in compliance with Article 9 or Article 10 of 
the KSA Regulations.

Each offer of Certificates shall not therefore constitute a “public 
offer”, an “exempt offer” or a “parallel market offer” pursuant to the 
KSA Regulations, but is subject to the restrictions on secondary 
market activity under Article 15 of the KSA Regulations. Any Saudi 
Investor who has acquired Certificates pursuant to a private place-
ment under Article 9 or Article 10 of the KSA Regulations may not 
offer or sell those Certificates to any person unless the offer or sale 
is made through an authorised person appropriately licensed by the 
CMA and: (a) the Certificates are offered or sold to a Sophisticated 
Investor (as defined in Article 9 of the KSA Regulations); (b) the 
price to be paid for the Certificates in any one transaction is equal 
to or exceeds Saudi Riyals 1 million or an equivalent amount; or (c) 
the offer of sale is otherwise in compliance with Article 15 of the 
KSA Regulations.

Each of the Managers has represented and agreed that any offer 
of the shares to a Saudi Investor will comply with the Amended 
KSA Regulations. 

Singapore
This prospectus has not been and will not be registered as a pro-
spectus with the Monetary Authority of Singapore and the securi-
ties will be offered pursuant to exemptions under the Securities and 
Futures Act (Chapter 289) of Singapore, as modified or amended 
from time to time (the “SFA”). Accordingly, this prospectus and any 
other document or material in connection with the offer or sale, or 
invitation for subscription or purchase, of the securities may not be 
circulated or distributed, nor may the securities be offered or sold, 
or be made the subject of an invitation for subscription or purchase, 
whether directly or indirectly, to persons in Singapore other than (i) 
to an institutional investor (as defined in Section 4A of the SFA) 
pursuant to Section 274 of the SFA, (ii) to a relevant person (as 
defined in Section 275(2) of the SFA) pursuant to Section 275(1) of 
the SFA, or any person pursuant to Section 275(1A) of the SFA, and 
in accordance with the conditions specified in Section 275 of the 
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SFA, or (iii) otherwise pursuant to, and in accordance with the con-
ditions of, any other applicable provision of the SFA.

Where the shares are subscribed or purchased under Section 
275 of the SFA by a relevant person which is:
(a)    a corporation (which is not an accredited investor (as defined in 

Section 4A of the SFA)) the sole business of which is to hold 
investments and the entire share capital of which is owned by 
one or more individuals, each of whom is an accredited inves-
tor; or

(b)    a trust (where the trustee is not an accredited investor) whose 
sole purpose is to hold investments and each beneficiary of the 
trust is an individual who is an accredited investor,

securities or securities-based derivatives contracts (each term as 
defined in Section 2(1) of the SFA) of that corporation or the benefi-
ciaries’ rights and interest (howsoever described) in that trust shall 
not be transferred within six months after that corporation or that 
trust has acquired the shares pursuant to an offer made under Sec-
tion 275 of the SFA except:
(1)    to an institutional investor or to a relevant person, or to any per-

son arising from an offer referred to in Section 275(1A) or Sec-
tion 276(4)(i)(B) of the SFA;

(2)    where no consideration is or will be given for the transfer;
(3)    where the transfer is by operation of law;
(4)    as specified in Section 276(7) of the SFA; or

as specified in Regulation 37A of the Securities and Futures 
(Offers of Investments) (Securities and Securities-based Deriva-
tives Contracts) Regulations 2018.

UAE
Abu Dhabi Global Market (“ADGM”)
The shares have not been offered and will not be offered to any per-
sons in the ADGM except on the basis that an offer is: (i) an 
“Exempt Offer” in accordance with the Markets Rules of the Finan-
cial Services Regulatory Authority (FSRA); and (ii) made only to 
persons who are Authorised Persons or Recognised Bodies (as 
such terms are defined in the ADGM Financial Services and Mar-
kets Regulation 2015, as amended (“FSMR”)) or persons to whom 
an invitation or inducement to engage in investment activity (within 
the meaning of section 18 of FSMR) in connection with the issue or 
sale of any securities may otherwise lawfully be communicated or 
caused to be communicated.

Transfer restrictions
The newly issued shares have not been, and will not be, registered 
under the U.S. Securities Act or the applicable laws of any state or 
other jurisdiction of the United States and may not be offered, sold, 
pledged or transferred within the United States except pursuant to 
an exemption from, or in a transaction not subject to, the registra-
tion requirements of the U.S. Securities Act and applicable state 
securities laws.

Investors outside of the United States 
Each purchaser of the newly issued shares outside the United 
States in compliance with Regulation S will be deemed to have rep-
resented, acknowledged and agreed that it has received a copy of 
this prospectus and such other information as it deems necessary 
to make an informed investment decision and that: 

(a)    the purchaser is authorised to consummate the purchase of the 
newly issued shares in compliance with all applicable laws and 
regulations;

(b)    ce not been and will not be registered under the U.S. Securities 
Act, or with any securities regulatory authority of any state of 
the United States, and, subject to certain exceptions, may not 
be offered or sold within the United States; 

(c)    the purchaser and the person, if any, for whose account or ben-
efit the purchaser is acquiring the newly issued shares, was 
located outside the United States at the time the buy order for 
the newly issued shares was originated and continues to be 
located outside the United States and has not purchased the 
newly issued shares for the account or benefit of any person in 
the United States or entered into any arrangement for the 
transfer of the newly issued shares or any economic interest 
therein to any person in the United States; 

(d)    the purchaser is not an affiliate of the Company or a person act-
ing on behalf of such affiliate; 

(e)    the newly issued shares have not been offered to it by means of 
any “directed selling efforts” as defined in Regulation S; 

(f)    the purchaser acknowledges that the Company and the Princi-
pal Shareholder shall not recognise any offer, sale, pledge or 
other transfer of the newly issued shares made other than in 
compliance with the above-stated restrictions; 

(g)    if it is acquiring any of the newly issued shares as a fiduciary or 
agent for one or more accounts, the purchaser represents that 
it has sole investment discretion with respect to each such 
account and that it has full power to make the foregoing 
acknowledgements, representations and agreements on behalf 
of each such account; and 

(h)    the purchaser acknowledges that the Company, the Principal 
Shareholder, the Managers and their respective affiliates will 
rely upon the truth and accuracy of the foregoing acknowledge-
ments, representations and agreements.

Investors in the United States
(a)    Each purchaser of the newly issued shares within the United 

States purchasing pursuant to an exemption from, or in a trans-
action not subject to, the registration requirements of the U.S. 
Securities Act will be deemed to have represented, acknowl-
edged and agreed that it has received a copy of this prospectus 
and such other information as it deems necessary to make an 
informed investment decision and that:

(b)    the purchaser is authorised to consummate the purchase of the 
newly issued shares in compliance with all applicable laws and 
regulations; 

(c)    the purchaser acknowledges that the newly issued shares have 
not been and will not be registered under the U.S. Securities 
Act or with any securities regulatory authority of any state of 
the United States and are subject to restrictions on transfer; 

(d)    the purchaser (i) is a QIB, (ii) is aware that the sale to it is being 
made pursuant to an exemption from, or in a transaction not 
subject to, the registration requirements of the U.S. Securities 
Act, and (iii) is acquiring such newly issued shares for its own 
account or for the account of a QIB; 
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(e)    the purchaser is aware that the newly issued shares are being 
offered in the United States in a transaction not involving any 
public offering in the United States within the meaning of the 
U.S. Securities Act; 

(f)    if in the future, the purchaser decides to offer, resell, pledge or 
otherwise transfer such newly issued shares, or any economic 
interest therein, such newly issued shares or any economic 
interest therein may be offered, sold, pledged or otherwise 
transferred only: (i) to a person whom the beneficial owner and/
or any person acting on its behalf reasonably believes is a QIB 
in a transaction meeting the requirements of Rule 144A, (ii) in 
compliance with Regulation S, or (iii) in accordance with Rule 
144 (if available), in each case in accordance with any applicable 
securities laws of any state of the United States or any other 
jurisdiction; 

(g)    the purchaser acknowledges that the newly issued shares are 
“restricted securities” within the meaning of Rule 144(a)(3) 
under the U.S. Securities Act and no representation is made as 
to the availability of the exemption provided by Rule 144 for 
resales of any newly issued shares; 

(h)    the purchaser will not deposit or cause to be deposited such 
newly issued shares into any depositary receipt facility estab-
lished or maintained by a depositary bank other than a Rule 
144A restricted depositary receipt facility, so long as such 
newly issued shares are “restricted securities” within the mean-
ing of Rule 144(a)(3) under the U.S. Securities Act; 

(i)    the purchaser acknowledges that the Company and the Princi-
pal Shareholder shall not recognise any offer, sale, pledge or 
other transfer of the newly issued shares made other than in 
compliance with the above-stated restrictions;

(j)    if it is acquiring any of the newly issued shares as a fiduciary or 
agent for one or more accounts, the purchaser represents that it 
has sole investment discretion with respect to each such 
account and that it has full power to make the foregoing 
acknowledgements, representations and agreements on behalf 
of each such account; and 

(k)    the purchaser acknowledges that the Company, the Principal 
Shareholder, the Managers and their respective affiliates will 
rely upon the truth and accuracy of the foregoing acknowledge-
ments, representations and agreement.

Investors in the European Economic Area
Each person in a Relevant Member State, who receives any com-
munication in respect of, or who acquires any shares under, the 
offers contemplated hereby will be deemed to have represented, 
warranted and agreed to and with each of the Managers, the Princi-
pal Shareholder and the Company that: 
(a)    it is a qualified investor within the meaning of Article 2(e) of the 

Prospectus Regulation; and 
(b)    in the case of any shares acquired by it as a financial intermedi-

ary, as that term is used in Article 5(1) of the Prospectus Regu-
lation: (i) the shares acquired by it in the Offering have not been 
acquired on behalf of, nor have they been acquired with a view 
to their offer or resale to, persons in any Relevant Member 
State other than qualified investors, as that term is defined in 
the Prospectus Regulation, or in other circumstances falling 
within Article 5(1) of the Prospectus Regulation and the prior 
consent of the Managers has been given to the Offering or 
resale; or (ii) where shares have been acquired by it on behalf of 
persons in any Relevant Member State other than qualified 
investors, the offer of those shares to it is not treated under the 
Prospectus Regulation as having been made to such persons.

Investors in the United Kingdom
Each person in the United Kingdom who receives any communica-
tion in respect of, or who acquires any shares under, the offers con-
templated hereby will be deemed to have represented, warranted 
and agreed to and with each of the Managers, the Principal Share-
holder and the Company that: 
(a)    it is a qualified investor within the meaning of Article 2(e) of the 

UK Prospectus Regulation; and 
(b)    in the case of any shares acquired by it as a financial intermedi-

ary, as that term is used in Article 5(1) of the UK Prospectus 
Regulation: (i) the shares acquired by it in the offer have not 
been acquired on behalf of, nor have they been acquired with a 
view to their Offering or resale to, persons in the UK other than 
qualified investors, as that term is defined in the UK Prospectus 
Regulation, or in other circumstances falling within Article 5(1) 
of the UK Prospectus Regulation and the prior consent of the 
Managers has been given to the Offering or resale; or (ii) where 
shares have been acquired by it on behalf of persons in the UK 
other than qualified investors, the offer of those shares to it is 
not treated under the UK Prospectus Regulation as having 
been made to such persons.
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In this prospectus, the following definitions and terms are used: 

“AD” autonomous driving

“ADAS” advanced driver assistance systems

“AMF” AMF Pensionsförsäkring

“Avanza” Avanza Bank AB (publ)

“Board” the Board of Directors of the Company

“CaaS” car-as-a-service

“CEVT” China Euro Vehicle Technology AB 

“Chairperson” chairperson of the Board, Eric Li

“China” the People’s Republic of China

“CMA” compact modular architecture

“CNY” Chinese renminbi, the lawful currency of China 

“Co-Lead Managers” Carnegie and Swedbank

“Company” Volvo Car AB (publ) (corporate ID No. 556810-8988)

“Cornerstone Investors” AMF, Swedbank Robur, If P&C Insurance Ltd (publ), Nordea Investment Management AB, on behalf of Nordea Funds 

Ltd, Skandia Fonder AB and Skandia Mutual Life Insurance Company and Danica Pension, Livsforsikringsaktieselskab

“CRO” the Cybersecurity Review Office under the Cyberspace Administration of China

“EEA” the European Economic Area

“EMT” the Executive Management Team of the Company

“EPA” the United States Environmental Protection Agency

“ERP” enterprise resource planning

“ESG” environmental, social and governance

“EU” the European Union

“EUR” Euro, the single currency of the member states of the EU participating in the European Monetary Union having 

adopted Euro as its lawful currency

“Euroclear Sweden” Euroclear Sweden AB, the Swedish Central Securities Depository

“Financial Promotion Order” the U.K. Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended)

“Folksam” Folksam ömsesidig sakförsäkring, Folksam ömsesidig livförsäkring (Tjänstepension), Folksam ömsesidig livförsäkring 

(Övrig försäkring), KPA Pensionsförsäkring AB (publ)

“FSMA” the U.K. Financial Services and Markets Act 2000

“GBP” the British pound sterling, the lawful currency of the United Kingdom

“Geely ecosystem” legal entities that are directly or indirectly owned by, or affiliates to, Geely Holding or otherwise ultimately owned or 

controlled as to 20 per cent or more by the Chairperson of the Board

“Geely Auto” Geely Automobile Holdings Limited, a company incorporated in the Cayman Islands with limited liability whose shares 

are listed on the Hong Kong Stock Exchange Main Board (stock code: 175)

“Geely Holding” Zhejiang Geely Holding Group Company Limited* ( ), a limited company established under 

the laws of China, which is owned as to 91 per cent by Eric Li ( ) and 9 per cent by Li Xing Xing

“Geely Sweden” Geely Sweden Holdings AB, a limited liability company incorporated under the laws of Sweden, an indirect whol-

ly-owned subsidiary of Geely Holding

“GVAT” GV Automobile Technology (Ningbo) Co. Ltd., a joint venture company established in 2017, owned 50 per cent by 

each of Volvo Car Corporation and Ningbo Geely

“HEV” hybrid electric vehicle

“ICE” internal combustion engines

“IFRS” the International Financial Reporting Standards issued by the International Accounting Standards Board (IASB), as 

adopted by the EU

“Joint Bookrunners” the Joint Global Coordinators and BNP Paribas, HSBC, J.P. Morgan, Morgan Stanley and Nordea

“Joint Global Coordinators” Goldman Sachs Bank Europe SE and Skandinaviska Enskilda Banken AB (publ)

“JPY” Japanese yen, the lawful currency of Japan

“LiDAR” the light detection and ranging technology developed by Luminar, one of Volvo Car Group’s technology partners

“LYNK&CO” a car brand jointly developed between Geely Holding, Geely Auto and Volvo Car Group which focuses on internet con-

nectivity and online sales model

“MaaS” mobility-as-a-service

“Managers” the Joint Bookrunners and the Co-Lead Managers

“MHEV(s)” mild hybrid electric vehicle 

“MSEK” million SEK

Definitions and glossary
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“Nasdaq Stockholm” the Swedish regulated market Nasdaq Stockholm or its operator Nasdaq Stockholm AB, as the context may require

“NEV” new energy vehicle

“New Issue” the issue of new common shares of class B by the Company for the purpose of completing the Offering

“Ningbo Geely” Ningbo Geely Automobile Research and Development Co., Ltd.* ( ), a limited 

 company established under the laws of China, wholly-owned subsidiary of Geely Holding

“Nordnet” Nordnet Bank AB (publ)

“OEM” original equipment manufacturer

“Offering” the offer to the general public in Sweden, Denmark, Finland and Norway and institutional investors to acquire new 

common shares of class B in the Company and the admission to trading of the Company’s common shares of class B 

on Nasdaq Stockholm in accordance with this prospectus

“Offering Price” the final offering price per common share of class B in SEK, expected to be set within the Price Range and to be 

announced publicly on or about 27 October 2021

“OTA” over-the-air

“Overallotment Option” the option expected to be granted by the Principal Shareholder to the Joint Global Coordinators, pursuant to the  

Placing Agreement, to require the Principal Shareholder to sell up to an aggregate of 70,754,716 additional common 

shares of class B at the Offering Price solely to cover over-allocation in the Offering, if any, exercisable in whole or in 

part within 30 calendar days after the date on which the Company’s common shares of class B commence trading on 

Nasdaq Stockholm

“PHEV” plug-in hybrid electric vehicle

“Placing Agreement” the agreement regarding the placing of common shares of class B to be entered into on or about 27 October 2021 by 

the Company and the Managers

“Preference Shareholders” Folksam and AMF

“Price Range” the price range of SEK 53 to SEK 68 per common share of class B

“Polestar” a progressive stand-alone electric performance brand, established by Volvo Car Group, or the group in which its 

 operations are conducted, depending on the context

“Polestar Holding” Polestar Automotive Holding Limited, currently being the holding company of the Polestar group

“Polestar UK” Polestar Automotive Holding UK Limited

“Principal Shareholder” depending on the context, Geely Holding or its indirect wholly-owned subsidiary Geely Sweden

“Prospectus Regulation” Regulation (EU) 2017/1129 of the European Parliament and of the Council of 14 June 2017 on the prospectus to be 

published when securities are offered to the public or admitted to trading on a regulated market, and repealing 

 Directive 2003/71/EC

“QIBs” qualified institutional buyers within the meaning of Rule 144A 

“R&D” research and development

“RDE” real driving emissions

“Regulation S” Regulation S under the U.S. Securities Act 

“Rule 144A” Rule 144A under the U.S. Securities Act 

“SEC” the U.S. Securities and Exchange Commission

“SEK” Swedish krona, the lawful currency of Sweden

“SFSA” the Swedish Financial Supervisory Authority (Sw. Finansinspektionen)

“SPA” Scalable Platform Architecture

“SUV” sport utility vehicle 

“Swedish Companies Act” Swedish Companies Act (Sw. aktiebolagslagen (2005:551))

“Swedish Corporate Governance 

Code” or “Code”

the Swedish Corporate Governance Code (Sw. Svensk kod för bolagsstyrning)

“TSEK” thousand SEK

“United States” the United States of America 

“USD” U.S. dollars, the lawful currency of the United States

“U.S. Securities Act” the United States Securities Act of 1933, as amended, supplemented or otherwise modified from time to time 

“V2X” Vehicle to Everything

“VCFS” Volvo Car Financial Services

“VEA” Volvo Engine Architecture

“VCMS” Volvo Car Manufacturing System

“Volvo Car Corporation” Volvo Car Corporation, Swedish corporate ID No. 556074-3089, a limited liability company incorporated under the 

laws of Sweden, a wholly-owned subsidiary of the Company

“Volvo Car Group” or “Group” the group in which Volvo Car AB (publ) is the parent company

“ZEV” zero emission vehicle
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MSEK Note 

First six 
months  

2021

First six 
months  

2020
Full year  

2020

Revenue 2 141,131 111,759 262,833

Cost of sales –111,020 –94,480 –216,813

Gross income 30,111 17,279 46,020

Research and development expenses –7,148 –5,978 –11,362

Selling expenses –8,970 –7,057 –15,710

Administrative expenses –3,612 –4,231 –8,539

Other operating income 1,875 1,253 2,362

Other operating expenses –1,014 –1,467 –3,903

Share of income in joint ventures and associates 1,996 –788 –352

Operating income/(loss) 13,238 –989 8,516

Financial income 3 385 387 2,618

Financial expenses –1,646 –715 –1,588

Income/(loss) before tax 11,977 –1,317 9,546

Income tax –2,350 146 –1,758

Net income/(loss) 9,627 –1,171 7,788

Net income/(loss) attributable to

Owners of the parent company 8,244 –1,737 5,834

Non-controlling interests 1,383 566 1,954

9,627 –1,171 7,788

Basic earnings per share (SEK) 7 163.63 –35.99 114.15

Diluted earnings per share (SEK) 7 161.21 –35.99 114.08

Consolidated Income Statements
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Changes to revenue (MSEK) 

Revenue first six months 2020 111,759

Volume 23,105

Sales mix and pricing 8,394

Foreign exchange rates  –8,990

Sale of licences –227

Other1) 7,090

Revenue first six months 2021 141,131

Change % 26.3

1) Including used cars, parts and accessories.
2) Including used cars, parts and accessories, as well as cost efficiencies.
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Changes to Operating income (EBIT) (MSEK)

EBIT first six months 2020 –989

Volume 5,055

Sales mix and pricing 3,725

Government grants 128

Sale of licences –60

Foreign exchange rates –1,365

Non-recurring items affecting EBIT 3,885

Other2) 2,859

EBIT first six months 2021 13,238

Change % 1,438.5

Non-recurring items affecting EBIT (MSEK)

First six 
months  

2021

First six 
months  

2020

Dividends from Zenuity 1,175 —

Valuation effect in connection with the private placement in Polestar Automotive Holding Ltd 2,039 —

Government grants related to Covid-19 66 1,074

Recall and restructuring cost — –1,679

Total 3,280 –605

Research and development (MSEK)

First six 
months  

2021

First six 
months  

2020 Change %

Research and development spending –9,397 –7,329 28.2

Capitalised development costs 4,813 3,901 23.4

Amortisation of Research and development –2,564 –2,550 0.5

Research and development expenses –7,148 –5,978 19.6



HISTORICAL FINANCIAL INFORMATION

INVITATION TO ACQUIRE SHARES IN VOLVO CAR AB (PUBL)  F-4

MSEK

First six 
months  

2021

First six 
months  

2020
Full year  

2020

Net income/(loss) for the period 9,627 –1,171 7,788

Other comprehensive income

Items that will not be reclassified subsequently to income statement:

Remeasurements of provisions for post-employment benefits 2,698 –848 –9921)

Tax on items that will not be reclassified to income statement –557 183 212

Items that may be reclassified subsequently to income statement:

Translation difference on foreign operations 1,938 –670 –3,401

Translation difference of hedge instruments of  
net investments in foreign operations –98 –10 368

Change in fair value of cash flow hedge related  
to currency and commodity price risks –1,553 478 2,862

Currency and commodity risk hedge contracts recycled to income statement 278 1,719 3,156

Tax on items that may be reclassified to income statement 282 –450 –1,318

Other comprehensive income, net of income tax 2,988 402 887

Total comprehensive income/(loss) for the period 12,615 –769 8,675

Total comprehensive income/(loss) attributable to

Owners of the parent company 10,566 –1,201 7,430

Non-controlling interests 2,049 432 1,245

12,615 –769 8,675

1)  Included in the change of provisions for post-employment benefits full year 2020 is an adjustment due to changes in actuarial calculation method related 
to the Swedish ITP2 plan amounting to MSEK –473.

Consolidated Comprehensive Income
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Consolidated Balance Sheets

MSEK Note
June 30, 

2021
Dec 31, 

2020

ASSETS
Non-current assets

Intangible assets 39,741 37,168

Property, plant and equipment 57,399 57,453

Assets held under operating leases 6,518 4,490

Investments in joint ventures and associates 7,948 9,997

Other long-term securities holdings 3 1,778 2,449

Deferred tax assets 7,216 7,164

Other non-current assets 3 6,056 4,758

Total non-current assets 126,656 123,479

Current assets

Inventories 40,418 35,513

Accounts receivable 4 17,344 14,776

Current tax assets 1,044 886

Other current assets 3 11,051 10,130

Marketable securities 3 5,140 8,087

Cash and cash equivalents 3 48,450 61,592

Assets held for sale 6 3,440 7,849

Total current assets 126,887 138,833

TOTAL ASSETS 253,543 262,312

EQUITY & LIABILITIES
Equity

Equity attributable to owners of the parent company 64,269 59,412

Non-controlling interests 8,921 11,006

Total equity 73,190 70,418

Non-current liabilities

Provisions for post-employment benefits 11,906 14,187

Deferred tax liabilities 2,067 1,044

Other non-current provisions 9,029 8,155

Liabilities to credit institutions 3 2,767 5,882

Bonds, non-current 3 18,107 20,950

Non-current contract liabilities to customers 5,579 5,630

Other non-current interest-bearing liabilities 5,087 4,815

Other non-current liabilities 3 7,027 4,877

Total non-current liabilities 61,569 65,540

Current liabilities

Current provisions 8,549 8,530

Liabilities to credit institutions 3 5,545 2,512

Bonds, current 3 2,997 5,017

Current contract liabilities to customers 20,488 21,842

Accounts payable 4 42,108 46,635

Current tax liabilities 911 1,486

Other current interest-bearing liabilities 1,247 1,160

Other current liabilities 3, 4 35,783 37,423

Liabilities held for sale 6 1,156 1,749

Total current liabilities 118,784 126,354

TOTAL EQUITY & LIABILITIES 253,543 262,312
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Condensed Changes in Consolidated Equity

MSEK
June 30, 

2021
Dec 31, 

2020

Opening balance 70,418 63,648

Net income for the period 9,627 7,788

Other comprehensive income, net of income tax 2,988 887

Total comprehensive income 12,615 8,675

Transactions with owners

Shareholder transaction in joint venture under common control1) — –1,901

Dividend to shareholders2) –9,843 –4

Transactions with owners –9,843 –1,905

Closing balance 73,190 70,418

Attributable to 

Owners of the parent company 64,269 59,412

Non-controlling interests 8,921 11,006

Closing balance 73,190 70,418

1)  Refers to the effect of Geely Holding’s divestment in Polestar Automotive (Shanghai) Co., Ltd., see Note 4 - Related party transactions.
2)  Dividends to shareholders include dividends to the main shareholder of MSEK –5,530 (—), minority owners of MSEK –4,134 (–4) and preference share-

holders of MSEK –179(—).  For more information, see section Dividends to shareholders under Events during the period.
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Consolidated Statement of Cash Flows

MSEK

First  
six months 

2021

First  
six months 

2020
Full year  

2020

OPERATING ACTIVITIES
Operating income/(loss) 13,238 –989 8,516

Depreciation and amortisation of non-current assets 7,680 7,808 14,449

Interest and similar items received 341 249 550

Interest and similar items paid –708 –657 –1,268

Other financial items –667 –301 –437

Income tax paid –2,413 –1,711 –2,856

Adjustments for other items not affecting cash flow –470 3,243 3,989

 17,001 7,642 22,943

Movements in working capital

Change in inventories –3,025 –4,022 –454

Change in accounts receivable –1,120 –1,207 –2,137

Change in accounts payable –7,570 –6,023 5,183

Change in provisions 127 –1,952 –303

Change in contract liabilities to customers –687 938 3,872

Change in other working capital assets/liabilities –3,680 1,151 4,848

Cash flow from movements in working capital –15,955 –11,115 11,009

Cash flow from operating activities 1,046 –3,473 33,952

INVESTING ACTIVITIES
Investments in shares and participations, net1) 1,527 –168 –4,125

Repayment of loans from affiliated companies — — 1,251

Dividend received from joint ventures and associates 1,287 7 333

Investments in intangible assets –5,348 –4,218 –8,574

Investments in tangible assets –5,473 –5,108 –9,986

Disposal of tangible assets 62 157 431

Cash flow from investing activities –7,945 –9,330 –20,670

Cash flow from operating and investing activities –6,899 –12,803 13,282

FINANCING ACTIVITIES
Proceeds from credit institutions 1,452 4,703 5,011

Proceeds from bond issuance — — 5,209

Repayment of bond –5,065 — —

Repayment of liabilities to credit institutions –1,358 –3,052 –4,612

Repayment of interest bearing liabilities –677 –680 –1,350

Dividend paid to shareholders and/or minority owners2) –4,867 — –4

Investments in marketable securities, net3) 3,131 3,065 –4,692

Other4) –73 151 –396

Cash flow from financing activities –7,457 4,187 –834

Cash flow for the period –14,356 –8,616 12,448

Cash and cash equivalents at beginning of period 61,592 51,997 51,997

Exchange difference on cash and cash equivalents 1,214 –93 –2,853

Cash and cash equivalents at end of period 48,450 43,288 61,592

1)  Investments amounted to MSEK –487 (–413) and capital repayments from Joint ventures amounted to MSEK 132 (245). The cash flow from the acquisi-
tion of Polestar Automotive amounted to MSEK 1,882 (—), see Note 5 – Acquisitions for more information.

2)  For further information, see Condensed Changes in Consolidated Equity on page 19.
3) Investments amounted to MSEK –6,427 (–524) and matured investments amounted to MSEK 9,558 (3,589).
4) Other is attributable to realised result from financial instruments MSEK –38 (160) and change in Other non-current liabilitities MSEK –35 (–9).
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NOTE 1 – Accounting principles

The interim report has been prepared in accordance with IAS 
34 – Interim Financial Reporting. The Volvo Car Group applies 
International Financial Reporting Standards (IFRS) as 
endorsed by the European Union. The accounting principles in 
this report are, in all material aspects, consistent with those 
described in Volvo Car Group’s Annual Report 2020 (available 
at www . volvocars.com).  

The IASB has published amendments to standards effective 
after January 1, 2021 or later. These additions have not had any 
significant impact on the financial statements.

Earnings per share
Basic earnings per share is calculated as net income attributa-
ble to owners of the parent company divided by the weighted 
average number of ordinary shares outstanding during the 
period, where net income is reduced by preference dividends 
for preference shares, which are cumulative, and required for 
the period whether or not the dividends have been declared. 
Diluted earnings per share is calculated on an “if-converted” 
basis in respect of the preference shares, which are converti-
ble into ordinary shares. The preference dividends deducted in 
basic earnings per share are added back and the number of 
ordinary shares that would be attributable to the preference 
shares on conversion are added in the denominator. However, 
such adjustment is made only when it would decrease earn-

ings per share. If it would increase earnings per share, the pref-
erence shares are considered anti-dilutive and are not included 
in diluted earnings per share. 

All outstanding share-related incentive programmes are 
cash-settled, with no option or substantive option to settle in 
equity instruments, meaning that they do not contain any dilu-
tive features.

Accounting for dilution effects in Joint Ventures
In March, the joint venture company Polestar Automotive 
Holding Ltd Group (‘Polestar’) raised MUSD 550 in external 
capital from a group of long-term financial investors and Volvo 
Car Group’s interest in Polestar decreased. The transaction 
was accounted for in accordance with IAS 28, whereby the 
dilution effect, which is the net of the decreased interest and 
the share of the higher valuation on which the external invest-
ment has been based, was recognised in the income state-
ment as share of income from Joint ventures and associates. 
The positive effect amounted to MSEK 2,039. Polestar is still 
assessed to be a joint venture between Volvo Cars and the 
other main owner PSD Investment Ltd, considered the remain-
ing ownership and the shareholder agreement, whereby joint 
control is considered to be maintained.
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NOTE 2 – Revenue
Revenue allocated to geographical regions:

MSEK

First  
six months 

2021

First  
six months 

2020
Full year 

2020

China 34,335 24,282 61,236

US 23,771 16,493 40,581

Europe1) 60,800 54,786 121,904

 of which Sweden 13,890 12,266 25,546

 of which Germany 7,472 8,951 18,319

 of which United Kingdom 7,234 6,947 15,866

Other markets 22,225 16,198 39,112

 of which Japan 3,733 3,755 7,345

 of which South Korea 3,087 2,596 5,059

Total 141,131 111,759 262,833

Revenue allocated to category:

MSEK

First  
six months 

2021

First  
six months 

2020
Full year 

2020

Sales of products and related goods and services 128,436 101,946 239,563

Sales of used cars 9,501 6,785 16,288

Revenue from subscription, leasing and rental business 1,518 1,426 2,706

Sales of licences and royalties 756 1,000 2,068

Other revenue 920 602 2,2082)

Total 141,131 111,759 262,833

1) Europe is defined as EU28+EFTA.
2) Including effects of CO2 credits.
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Valuation principles for financial instruments, as described in 
the Volvo Car Group Annual Report 2020, Note 20 – Financial 
risks and financial instruments, have been consistently applied 
throughout the reporting period. The comparative figures in 
this note refer to December 31, 2020. 

In Volvo Car Group’s balance sheet, financial instruments 
recognised at fair value through profit or loss:

• Derivatives (including warrants), 
•  Holdings of equity investments (including earn-out share 

rights) and 
•  Commercial papers. 
  (see table ’Financial instruments recorded at fair value 

through the income statement’ in this note.)

NOTE 3 – Fair value of financial instruments

Financial instruments recorded at fair value through the income statement

June 30, 2021 (MSEK) Level 1 Level 2 Level 3 Total

Derivative instruments for hedging of currency risk in future  
commercial cash flows — 990 — 990

Derivative instruments for hedging of currency risk related to  
financial assets and liabilities — 241 — 241

Derivative instruments for hedging of interest rate risk — 12 — 12

Commodity derivatives — 47 — 47

Commercial papers1) — 451 — 451

Other long-term securities holdings 813 — 965 1,778

Total assets 813 1,741 965 3,519

Derivative instruments for hedging of currency risk in future  
commercial cash flows — 1,712 — 1,712

Derivative instruments for hedging of currency risk related to  
financial assets and liabilities — 72 — 72

Derivative instruments for hedging of interest rate risk — 18 — 18

Commodity derivatives — 5 — 5

Total liabilities — 1,807 — 1,807

Dec 31, 2020 (MSEK) Level 1 Level 2 Level 3 Total

Derivative instruments for hedging of currency risk in future  
commercial cash flows — 1,907 — 1,907

Derivative instruments for hedging of currency risk related to  
financial assets and liabilities — 4 — 4

Derivative instruments for hedging of interest rate risk — 42 — 42

Commodity derivatives — 42 — 42

Commercial papers1) — 1,526 — 1,526

Other long-term securities holdings 1,208 — 1,241 2,449

Total assets 1,208 3,521 1,241 5,970

Derivative instruments for hedging of currency risk in future  
commercial cash flows — 1,341 — 1,341

Derivative instruments for hedging of currency risk related to  
financial assets and liabilities — 634 — 634

Commodity derivatives — 30 — 30

Total liabilities — 2,005 — 2,005

1)  Includes MSEK 200 (750) reported as marketable securities and MSEK 251 (776) reported as cash and cash equivalents.

The fair value of financial instruments is established according 
to three levels, depending on market information available and 
included in the valuation. 

•  Level 1: Instruments are valued based on quoted prices 
(unadjusted) in active markets for identical assets or liabil-
ities that the entity can access at the measurement date.

•  Level 2: Instruments are valued based on inputs other 
than quoted market prices included within Level 1 that are 
observable for the asset or liability, either directly or indi-
rectly.

•  Level 3: Instruments are valued based on unobservable 
inputs for the asset or liability.

 



HISTORICAL FINANCIAL INFORMATION

INVITATION TO ACQUIRE SHARES IN VOLVO CAR AB (PUBL)  F-11

NOTE 3 – Fair value of financial instruments – continued

Most derivative financial instruments and commercial papers 
that Volvo Car Group holds as of June 30, 2021 belong to level 
2. Fair value measurement of financial instruments belonging 
to level 2 is based on prevailing observable market data and on 
a discounting of estimated cash flows using the deposit/swap 
curve of the cash flow currency and includes risk assumptions. 
For currency option instruments, the valuation is based on the 
Black & Scholes formula. Fair value of commodity contracts is 
calculated by discounting the difference between the con-
tracted forward price and the contracted forward price that 

0–12 months 13–24 months 25–48 months

June 30, 
2021

Dec 31, 
 2020

June 30, 
2021

Dec 31, 
 2020

June 30, 
2021

Dec 31, 
 2020

Nominal hedge % 45 50 22 19 — 1

CFaR incl. hedges % 43 41 23 13 — 1

can be obtained on the balance sheet date for the remaining 
contract period. The total fair value of the level 2 financial 
derivative portfolio as of June 30, 2021, amounted to MSEK 
–517 (–10). The majority is related to cash flow hedging of cur-
rency risk. The table below shows the percentage of the fore-
cast cash flows that were hedged, expressed in nominal terms 
and in Cash Flow at Risk (CFaR), which is the maximum loss at 
a 95 per cent confidence level in one year. The CFaR is based 
on the cash flow forecast, FX rates, market volatility and corre-
lations.

Amounts invested in other long-term securities holdings 
totalled MSEK 1,778 (2,449), with MSEK 813 (1,208) of the 
holdings categorised as level 1 financial instruments and 
MSEK 965 (1,241) as level 3. The most substantial level 3 
investment is that of share warrants in the listed company 
Luminar and so-called earn-out share rights in the same com-
pany. The valuation of these instruments is based on whether 
and when Volvo Car Group will fulfil the contractual terms. The 
assessed risk-free interest rates have been determined at 0,2 
per cent and 0,8 per cent. Volatility of the underlying share 
price has been determined to 84 per cent.

There are also traditional holdings of equity instruments in 
Luminar. The Luminar shares were listed in December 2020. 
Before the listing, the equity holdings in Luminar were catego-
rised as a level 3 instrument but are now level 1. No other 
transfers between the levels of the fair value hierarchy have 
occurred during the period. The fair value of share warrants 
and earn-out share rights in the level 3 categorised financial 
instruments as of June 30, 2021 amounted to MSEK 563 
(874) and the financial impact of the same instruments recog-
nised in the income statement is MSEK –311 (—). The share 
warrants are, as of June 30, 2021 deep in the money with a 
strike price well under the current list price. The total fair value 
change amounted to MSEK –707 (—).

There are also other holdings of non-listed equity instru-
ments that are categorised as level 3 and they are valued at fair 
value when there is information available indicating that the 
value has changed, for example if there has been a transaction 
in the instrument during the period.

A sensitivity analysis of level 3 share warrants is presented in 
the table below. The base valuation is based on an assumed 
volatility of 84 per cent and a start value of MSEK 497. 

Sensitivity analysis for warrants (MSEK)

Likelihood of triggering event 

Volatility –10% –5% 0% 5% 10%

74% 427 459 491 523 555

79% 430 462 494 526 559

84% 432 465 497 530 562

89% 435 468 500 533 566

94% 438 471 503 536 569
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Financial liabilities valued at amortised cost Carrying 
amount Fair value

Carrying 
amount Fair value

MSEK June 30, 2021 Dec 31, 2020

Bonds and liabilities to credit institutions 29,416 30,601 34,361 35,252

Total 29,416 30,601 34,361 35,252

The carrying amount of financial liabilities, reported as current 
and non-current liabilities to credit institutions and as bonds, 
recognised at amortised cost, are stated in the table above. 
These financial liabilities include, at December 31, 2020 the 
MEUR 500 fixed interest rate bond issued in May 2016. The 
bond matured on May 18, 2021. The carrying amount of the 
bond at December 31, 2020 was MSEK 5,017. Volvo Car 
Group had hedged the fixed interest rate bond into a variable 
interest bond, hence a part of the bond was adjusted for value 
changes in the hedged risk amounting to MSEK 7 at Decem-

ber 31, 2020 and the remaining part was valued at amortised 
cost. Interest rate swaps were used as hedge instruments and 
the fair value of these instruments was recognised in the 
income statement, neutralising the effect of the fair value 
adjustment on the bond. The fair value of part of the bond was 
calculated applying a level 2 method, which is discounting the 
future interest coupon payments and the face value of the 
bond, using the deposit/swap curve of the cash flow, without 
considering the credit risk as the hedged risk was interest.

NOTE 3 – Fair value of financial instruments – continued
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Volvo Car Group has multiple related parties, many of them 
related to development of new technology. Related parties 
include companies outside the Volvo Car Group but within the 
Geely sphere of companies, as well as other companies such 
as associates and joint ventures. All transactions with related 
parties are conducted at arm’s length. Group companies 

entered into the related party transactions below during the 
first six months. The information in the table below includes all 
assets and liabilities with regard to related parties. Apart from 
non-current assets of MSEK 1,122 (719), all assets and liabili-
ties are current.

NOTE 4 – Related party transactions

Sales of goods, services and other

MSEK

First  
six months

2021

First  
six months 

2020
Full year  

2020

Related companies 1) 2) 2,675 2,066 5,131

Associated companies and joint ventures 1) 708 651 1,303

Purchases of goods, services and other

MSEK

First  
six months

2021

First  
six months 

2020
Full year  

2020

Related companies 1) –2,962 –1,955 –7,085

Associated companies and joint ventures 1) –855 –1,238 –2,363

Receivables Payables

MSEK
June 30,  

2021
Dec 31,

2020
June 30,  

2021
Dec 31,

2020

Related companies 1)3) 12,240 9,248 6,220 5,486

Associated companies and joint ventures 1) 796 518 457 1,202

1)   Related companies are companies within the Geely sphere of companies. Joint ventures within the Geely sphere are presented as Related companies. 
2)   Revenue from sale of licences and technology in the first six months amounted to MSEK 722 (899).
3)   The increase in receivables is mainly related to Polestar and the increase in payables is mainly related to the divestment of Powertrain Engineering  

Sweden AB and Volvo Car Services 5 AB. For further information related to the divestment, see Events during the period.

Significant transactions with related parties

Zenuity AB
In March 2021, Zenuity AB, the joint venture between Volvo 
Car Corporation and Veoneer Sweden AB, distributed a divi-
dend to its shareholders. Since the investment value of Zenuity 
AB was zero, the dividend of MSEK 1,175 was recognised as 
share of income in Volvo Car Group.

The Polestar Group
The comparative number related to transactions with Polestar 
is affected by the restructuring of the Polestar Group that 
ocurred in mid-September 2020. The restructuring of Polestar 
as such did not have any effect on Volvo Car Group’s interest in 
Polestar’s underlying operational activities. During the restruc-
turing, the holding company Polestar Automotive (Shanghai) 

Co., Ltd. sold its subsidiaries (i.e. the operational entities) to a 
newly formed holding company: Polestar Automotive (Singa-
pore) Pte. Ltd., registered in Singapore. The holding company 
is a subsidiary of the new parent company Polestar Automo-
tive Holding Ltd, registered in Hong Kong. Transactions with 
Polestar during the first six months 2021 are presented below 
as transactions with the Polestar Automotive Holding Ltd 
Group, while transactions for the comparative period are pre-
sented as transactions with the Polestar Shanghai Group.

In January 2021, Geely Holding divested its holding in Pole-
star Automotive (Shanghai) Co., Ltd. following an agreement 
signed in December 2020. The company was consequently 
converted into a wholly-owned subsidiary of Volvo Cars 
(China) Investment Co., Ltd. The transaction did not have any 
impact on the Group balance sheet, other than a reclassifica-
tion of shares in joint ventures of MSEK 1,882 to cash.
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Transactions with the Polestar Automotive Holding Ltd 
Group 
Volvo Car Group recognised revenue of MSEK 693 (—) related 
to the sale of technology licences and development of technol-
ogy to the Polestar Automotive Holding Ltd Group. The sale of 
other services, recognised as other income, amounted to 
MSEK 208 (—). In April 2021, Volvo Car Group sold patents 
amounting to MSEK 153, which has been recognised as other 
income. Volvo Car Group’s purchases amounted to MSEK 132 
(—) and are related to a performance enhancement product 
provided to the end customers. The purchases have been rec-
ognised as cost of sales.

Transactions with the Polestar Shanghai Group 
Volvo Car Group recognised revenue of MSEK — (857) related 
to the sale of technology licences and development of technol-
ogy to the Polestar Shanghai Group. The sale of other services, 
recognised as other income, amounted to MSEK — (276). 
Volvo Car Group’s purchases amounted to MSEK — (143) and 
are related to a performance enhancement product provided 
to the end customers. The purchases have been recognised as 
cost of sales.

The Luqiao plant
Volvo Car Group has an agreement with Asia-Europe Automo-
bile Manufacturing (Taizhou) Co., Ltd, “the Luqiao plant”,  
related to the production of the new range of smaller 40-series 
CMA-based cars, like the XC40. The Luqiao plant is owned by 
Zhejiang Geely Holding Group Co., Ltd, but is operated by 
Volvo Car Group.

Transactions with Asia-Europe Automobile Manufacturing 
(Taizhou) Co., Ltd, “the Luqiao plant” 
The support service for operating the plant has resulted in 
other income of MSEK 156 (160). Volvo Car Group has also 
sold engines to the plant for its production of Lynk&Co CX11 
vehicles. The sales have been recognised as revenue of MSEK 
364 (263). Volvo Car Group’s purchases of cars from the 
Luqiao plant amounted to MSEK –1,150 (–1,302) and have 
been recognised as cost of sales. In addition, Volvo Car Group 
provided machinery to the plant through a leasing agreement, 
which resulted in a non-current asset of MSEK 1,047 (719). 

Ningbo
Volvo Car Group has several agreements with Ningbo Geely 
Automobile Research & Development Co., Ltd for research 
and development of technology of future cars. Volvo Car Group 
also has an agreement with Ningbo UMD Automobile Trans-
mission Co., Ltd. related to sale of gearboxes for PHEV XC40 
plug-in hybrid cars as well as an agreement related to sale of 
fleet cars to Ningbo Fuhong Auto Sales Co Ltd.

Transactions with Ningbo
The purchase of research and development services from 
Ningbo amounted to MSEK –391 (—), of which MSEK –290 
(—) has been expensed as research and development costs 
and MSEK –101 (—) has been capitalised as intangible assets. 
The purchase of gearboxes amounted to MSEK –479 (–243) 
and has been recognised as cost of sales. The sale of fleet cars 
amounted to MSEK 588 (86) and has been recognised as rev-
enue.

China-Euro Vehicle Technology AB (CEVT)
Volvo Car Group holds a cost-sharing agreement with Chi-
na-Euro Vehicle Technology AB regarding development of 
technology for the CMA platform, where CEVT is the adminis-
trator in the cost-sharing project. During 2021, the agreement 
was amended to include technology updates of the CMA plat-
form to be able to use it for future cars.

Transactions with CEVT
Total purchases from CEVT amounted to MSEK –339 (–36), 
of which MSEK –315 (–36) has been capitalised as intangible 
assets and MSEK –24 (—) was expensed as research and 
development costs.

Dividends 
During the first six months 2021, Volvo Car AB (publ.) distrib-
uted dividend to the preference shareholders of MSEK 179 
(—) and decided to distribute dividend to the shareholder 
Geely Sweden Holdings AB of MSEK 5,979. The dividend to 
Geely Sweden Holdings AB was settled at June 30, 2021, 
through distribution of the entire shareholding in Powertrain 
Engineering Sweden AB and Volvo Car Services 5 AB. See 
Events during the period for further information. Furthermore, 
an additional dividend of MSEK 4,130 (—) was distributed to 
the shareholder Zhejiang Geely Holding Group Co., Ltd. by the 
50 per cent owned Chinese subsidiary Daqing Volvo Car Man-
ufacturing Co., Ltd.

In May 2021, Lynk & Co Investment Co., Ltd, the joint ven-
ture between Volvo Car Group, Zheijang Jirun Automobile Co., 
Ltd and Zheijang Haoqing Automobile Manufacturing Co., Ltd, 
distribute dividend to its shareholders. The dividend of MSEK 
703 has not been paid as of June 30, 2021. Furthermore, the 
joint venture Volvofinans Bank AB, paid dividend of MSEK 107 
to its shareholders Volvo Car Corporation and AB Volverkin-
vest.

NOTE 4 – Related party transactions – continued
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NOTE 5 – Acquisitions

Acquisition of Upplands Motor
On January 13, 2021, after approval from competition authori-
ties, Volvo Car Group, through one of its wholly owned subsid-
iaries, Volvo Personvagnar Norden AB, finalised the acquisi-
tion of Upplands Motor. The acquisition of Upplands Motor, 
the Stockholm- based dealership, is a vital part of Volvo Cars’ 
aim to transform its retail business into a modern customer 
experience with a seamless interaction between online and 
offline sales. The acquisition consisted of 100 per cent of the 

shares in Upplands Motor AB, Upplands Motor Kronåsen AB, 
Bilpark i Hufvudstaden AB, Upplands Motor Hyrbilar AB, 
Upplands Motor Personvagnar AB and 10 per cent of the 
shareholding in Upplands Motor Mark KB and Upplands Motor 
Fastigheter i Märsta KB. 

MSEK 2021

Purchase price

Purchase consideration 493

Total cost of the acquisition 493

Acquired assets and liabilities at fair value

Intangible assets 5

Tangible assets 1,280

Financial assets 1,336

Deferred tax assets 28

Inventories 334

Current receivables 440

Other current assets 85

Cash and cash equivalents 32

Deferred tax liabilities –1

Pension and other provision –202

Other non-current liabilities –2,237

Current liabilities –852

Total fair value of net assets 248

Goodwill 245

Cash effect of business combination

Purchase consideration –493

Repayment of debt 292

Acquired cash and cash equivalents 32

Change in cash and cash equivalents due to acquisitions –169

Goodwill attributable to the acquisition is related to estimated 
synergies with Volvo Cars’ current retail operation in the 
Swedish market and increased income over time from the 
acquired business. 

Acquisition-related costs for 2021 amounted to MSEK 11 
and have been reported as administrative expenses in the income 
statement. Contingent liabilities amounted to MSEK 2 
assumed and collateral pledges amounted to MSEK 275. The 
fair value of the acquired receivables amounted to MSEK 440.

The acquired business contributed revenues of MSEK 1,281 
and a net loss of MSEK 8 for the period from January 13 to 
June 30, 2021.

The total cost of combination and fair values has been deter-
mined provisionally and the acquisition analyses may be sub-
ject to adjustment during a twelve month period.

Acquisition of Polestar Automotive (Shanghai) Co., Ltd.
In January 2021, Geely Holding ceased to be a shareholder of 
Polestar Automotive (Shanghai) Co., Ltd. and the joint venture 
company became a wholly-owned subsidiary of Volvo Cars 
(China) Investment Co., Ltd. The net assets of the company 
only consisted of Cash, which corresponded to Volvo Cars’ 
investment value of MSEK 1,882, in line with why the transac-
tion had no material impact on the Group financial statements.
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Assets and liabilities held for sale, net, amounted to MSEK 
2,284 and are related to the remaining part of the combustion 
engine operations, carried out in Zhangjiakou Volvo Car Engine 
Manufacturing Co., Ltd. As per June 30 2021, there are no 
indications of impairment. No translation differences have 

been recognised in other comprehensive income related to the 
reclassified assets and liabilities held for sale. The sale is 
expected to be completed during 2021. For more information, 
see Events during the period and Events after the reporting 
period.

NOTE 6 – Assets and liabilities held for sale

NOTE 7 – Earnings per share

Basic earnings per share 

First six 
months

2021

First six 
months 

2020 
Full year 

2020

Net income attributible to owners of the parent company 8,244 –1,737 5,834

Preference share returns relating to the period –62 –63 –126

Net income attributable to owners of ordinary shares in the parent company 8,182 –1,800 5,708

Weighted average number of ordinary shares outstanding, undiluted 50,000,000 50,000,000 50,000,000

Basic earnings per share (SEK) 163.63 –35.99 114.15

Diluted earnings per share1)

First six 
months

2021
Full year 

2020

Net income in basic earnings per share 8,182 5,708

If preference shares had been converted, no preference yield had accrued 62 126

Net income in diluted earnings per share 8,244 5,834

Weighted average number of ordinary shares outstanding, diluted 51,138,794 51,138,794

Diluted earnings per share (SEK) 161.21 114.08

1)  Calculation of diluted earnings per share is made for the period/periods for which the preference share not are considered anti-dilutive. If considered, anti-dilutive the 
diluted earnings per shares equals basic earnings per share. For first six months 2020 preference share are considered anti-dilutive hence diluted earnings per share 
equals basic earnings per share.
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Aurobay – a new jointly owned company created to merge 
the existing combustion engine (ICE) operation
In July 2021, Volvo Cars took further steps in its plan to 
become a fully electric car maker by creating a new company, 
which was registered in August under the name Zhejiang 
Aurobay Intelligent Technology Co., Ltd. By the end of 2021, 
the company will be jointly owned by Geely Holding and Volvo 
Cars, with Geely Holding as the largest and controlling share-
holder. The new company will be the sole owner of the two 
operating entities Powertrain Engineering Sweden AB and 
Zhangjiakou Volvo Car Engine Manufacturing Co. The  new 
structure will in place by the end of 2021 and Aurobay will be a 
global supplier of complete powertrain solutions including 
next generation combustion engines, transmissions and hybrid 
solutions.

ECARX invested in Zenseact AB
In July 2021, ECARX, a related company with the same ulti-
mate shareholder as Volvo Cars, but outside the Geely sphere 
of companies, acquired a 15 per cent stake in Zenseact AB, 
through a directed share issue. The consideration amounted to 
MSEK 907.

Volvo Cars increased its shareholding in Polestar
Polestar Automotive Holding Ltd is an affiliate owned and 
jointly controlled by Volvo Car Group and PSD Investment Ltd. 
During July, 2021 Volvo Cars signed an agreement with PSD 
Investment Ltd to acquire a smaller stake in Polestar from PSD 
Investment Ltd. As a result of the transaction Volvo Cars 
shareholding in Polestar increased from 46.1 per cent to 
49.5 per cent. Polestar Automotive Holding Ltd remains a joint 
venture between Volvo Car Group and PSD Investent Ltd after 
the transaction. 

Volvo Cars to acquire the remining shareholding in the 
“Chinese Operations”
In July 2021, Volvo Cars and Geely Holding entered into an 
agreement with the intention for Volvo Cars to, in two steps, 
acquire Geely Holidng’s 50% stake in the manufacturing 
plants in Daqing and Chengdu, as well as the R&D centre in 
Shanghai. The completion of these transactions is subject to 
regulatory approvals in China, and closing is expected during 
2022 and 2023.

Dividends to Geely
At the end of August and beginning of September 2021, a div-
idend of MSEK 5,068 was distributed to the shareholder Zhe-
jiang Geely Holding Group Co., Ltd by the 50 per cent owned 
Chinese subsidiary Daqing Volvo Car Manufacturing Co. Fur-
thermore, a dividend of MSEK 492 was decided to be distrib-
uted by Zhangjiakou Volvo Car Engine Manufacturing Co., Ltd 
to the shareholder Zhejiang Geely Holding Group Co., Ltd.

HaleyTek – collaboration started together with ECARX to 
further develop infotainment system
In September 2021, Volvo Cars and Ecarx jointly established a 
new unit with the aim to further develop and commercialise 
the infotainment system used in Volvo and Polestar cars.  
Volvo Cars will own 60% and Ecarx will own 40% in this new 
venture which will be a consolidated part of Volvo Car Group. 
The new company named HaleyTek AB in September bought 
IP rights from Volvo Cars for SEK 700m and other assets for 
SEK 100m. 

Volvo Cars to acquire shares in Asia-euro Automobile 
Manufacture (Taizhou) Co., Ltd. (AELQ) (“Luqiao plant”)
Volvo Car Group has an agreement with AELQ related to the 
production of the new range of smaller 40-series CMA-based 
cars. In October 2021, Volvo Cars and Geely Holding entered 
into a binding agreement for Volvo Cars to acquire 100% of 
the shares in AELQ. Closing of the transaction is expected dur-
ing the fourth quarter 2021. The agreement also includes an 
option for Volvo Cars to acquire the leased land and building 
from Zhejiang Jingang Automobile Co., Ltd.

Volvo Cars entered into agreements with Geely related to 
development and manufacturing of a future car model 
In July 2021, Volvo Cars entered into two separate agree-
ments with Ningbo Geely Automobile Research & Develop-
ment Co., Ltd and Zhejiang Liankong Technologies Co., Ltd, 
related to development and manufacturing of a future Volvo 
Car model based on the Geely owned PMA2 vehicle architec-
ture. The license to the IP is expected to be acquired early 
2022 and the development and manufacturing agreement has 
a duration of 3 years.

Potential IPO
On October 4, 2021, Volvo Car announced its formal intention 
to float on the Stockholm Stock Exchange.

NOTE 8 – Events after the reporting period
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Review Report

Volvo Car AB (publ) org. nr 556810-8988

Introduction
We have reviewed the condensed interim financial information 
(interim report) of Volvo Car AB (publ) as of June, 2021 and the six-
month period then ended. The Board of Directors and the Chief 
Executive Officer are responsible for the preparation and presenta-
tion of this interim report in accordance with IAS 34. Our responsi-
bility is to express a conclusion on this interim report based on our 
review.

Scope of Review
We conducted our review in accordance with the International 
Standard on Review Engagements ISRE 2410, Review of Interim 
Financial Information Performed by the Independent Auditor of the 
Entity. A review consists of making inquiries, primarily of persons 
responsible for financial and accounting matters, and applying ana-
lytical and other review procedures. A review has a different focus 
and is substantially less in scope than an audit conducted in accord-
ance with ISA and other generally accepted auditing practices.  

The procedures performed in a review do not enable us to obtain a 
level of assurance that would make us aware of all significant mat-
ters that might be identified in an audit. Therefore, the conclusion 
expressed based on a review does not give the same level of assur-
ance as a conclusion expressed based on an audit.

Conclusion
Based on our review, nothing has come to our attention that causes 
us to believe that the interim report is not, in all material respects, 
prepared for the Group in accordance with IAS 34.

Gothenburg 18 October 2021

Deloitte AB

Jan Nilsson
Authorized Public Accountant
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MSEK Note 2020 2019 2018

Revenue 2 262,833 274,117 252,653

Cost of sales 3 –216,813 –222,047 –203,322

Gross income 46,020 52,070 49,331

Research and development expenses1) 3, 15 –11,362 –11,446 –10,903

Selling expenses 3 –15,710 –17,287 –17,371

Administrative expenses 3 –8,539 –9,489 –8,001

Other operating income 6 2,362 3,868 3,386

Other operating expenses 6 –3,903 –3,245 –2,324

Share of income in joint ventures and associates 13 –352 –168 67

Operating income 4, 5, 7, 8, 9, 10 8,516 14,303 14,185

Financial income 11 2,618 575 407

Financial expenses 12 –1,588 –1,710 –1,675

Income before tax 9,546 13,168 12,917

Income tax 14 –1,758 –3,565 –3,136

Net income 7,788 9,603 9,781

Net income attributable to

Owners of the parent company 5,834 7,115 6,840

Non-controlling interests 1,954 2,488 2,941

7,788 9,603 9,781

Basic earnings per share, SEK 34 114.15 127.30 134.30

Diluted earnings per share, SEK 34 114.08 127.30 134.30

1)  The amortisation expenses have decreased by MSEK 666 (—) ((—)), due to certain extended cycle plans and thus longer depreciation periods, leading to 
a higher asset value.

Consolidated Income Statements

Changes to revenue (MSEK) 2020 2019 2018

Revenue prior year  274,117  252,653  208,646 

Volume –10,300  16,350  22,320 

Salesmix and pricing  4,135 –5,680  12,539 

Foreign exchange rates –6,660  8,533  6,830 

Sale of licenses  420 –894 –1,482 

Other  1,121  3,155 3,800

Revenue current year  262,833  274,117  252,653 

Change % –4.1% 8.5% 21.1%

Changes to Operating income (EBIT) (MSEK) 2020 2019 2018

EBIT prior year  14,303 14,185 14,061

Volume –2,695 5,120 5,140

Salesmix and pricing –1,885 –4,255 1,545

Sale of licenses  397 –425 –2,677

Goverment grants  1,070 –1,505 627

Foreign exchange rates –4,970 –125 –478

Other  2,296 1,308 –4,033

EBIT current year  8,516 14,303 14,185

Change % –40.5% 0.8% 0.9%
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MSEK 2020 2019 2018

Net income 7,788 9,603 9,781

Other comprehensive income

Items that will not be reclassified subsequently to income statement:

Remeasurements of provisions for post-employment benefits –992 –3,780 –1,925

Tax on items that will not be reclassified to income statement 212 792 404

Items that may be reclassified subsequently to income statement:

Translation difference on foreign operations –3,401 947 805

Translation difference of hedge instruments of net investments in foreign operations 368 –139 –16

Change in fair value of cash flow hedge related to currency and commodity price risks 2,862 –4,220 –3,236

Currency and commodity risk hedge contracts recycled to income statement 3,156 1,003 –603

Tax on items that may be reclassified to income statement –1,318 691 815

Other comprehensive income, net of income tax 887 –4,706 –3,756

Total comprehensive income 8,675 4,897 6,025

Total comprehensive income attributable to

Owners of the parent company 7,430 2,182 2,965

Non–controlling interests 1,245 2,715 3,060

8,675 4,897 6,025

Consolidated Comprehensive Income
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MSEK Note Dec 31, 2020 Dec 31, 2019 Dec 31, 2018

ASSETS

Non-current assets

Intangible assets 15 37,168 32,786 29,626

Property, plant and equipment 7, 16 57,453 69,738 61,208

Assets held under operating leases 7, 16 4,490 3,243 2,523

Receivables on parent company — 54 54

Investments in joint ventures and associates1) 13 9,997 9,211 7,003

Other long-term securities holdings 20 2,449 296 190

Deferred tax assets 14 7,164 7,275 6,586

Other non-current assets 17 4,758 3,253 2,982

Total non-current assets 123,479 125,856 110,172

Current assets

Inventories 18 35,513 38,911 35,163

Accounts receivable 4, 19 14,776 13,243 13,704

Current tax assets 886 987 573

Other current assets 19 10,130 8,855 9,875

Marketable securities 21 8,087 3,518 1,577

Cash and cash equivalents 21 61,592 51,997 40,170

Assets held for sale 33 7,849 — —

Total current assets 138,833 117,511 101,062

TOTAL ASSETS 262,312 243,367 211,234

EQUITY & LIABILITIES

Equity 22

Equity attributable to owners of the parent company 59,412 53,883 52,873

Non-controlling interests 11,006 9,765 8,378

Total equity 70,418 63,648 61,251

Non-current liabilities

Provisions for post-employment benefits 23 14,187 12,583 8,425

Deferred tax liabilities 14 1,044 975 1,688

Other non-current provisions 24 8,155 7,291 6,189

Liabilities to credit institutions 20 5,882 4,489 8,273

Bonds, non-current 20 20,950 21,643 13,200

Non-current contract liabilities to customers 25 5,630 5,210 4,184

Other non-current interest bearing liabilities 7 4,815 5,076 —

Other non-current liabilities1) 4, 26 4,877 6,471 4,609

Total non-current liabilities 65,540 63,738 46,568

Current liabilities

Current provisions 24 8,530 8,357 6,936

Liabilities to credit institutions 20 2,512 4,105 2,175

Bonds, current 20 5,017 — —

Current contract liabilities to customers 25 21,842 20,478 17,511

Accounts payable 4 46,635 44,876 43,633

Current tax liabilities 1,486 1,302 1,645

Other current interest bearing liabilities 7 1,160 1,073 —

Other current liabilities1) 27 37,423 35,790 31,515

Liabilities held for sale 33 1,749 — —

Total current liabilities 126,354 115,981 103,415

TOTAL EQUITY & LIABILITIES 262,312 243,367 211,234

1)  During 2020, the internal profit elimination related to sale of licenses and technology to Polestar was reclassified and the comparative figures for 2019 have been 
adjusted accordingly.  The effect in 2019 was MSEK 1,803 on Investments in joint ventures and associates, MSEK 1,558 on Other non-current liabilities and 
MSEK 245 on Other current liabilities. Comparative figures for 2018 have not been restated.

Consolidated Balance Sheets
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MSEK 
Share

capital1) 
Share 

 premium

Other 
 contributed 

capital

Currency 
translation 

reserve
Other

reserves
Retained  
earnings

Attributable 
to owners of 

the parent

Non-
controlling 

interests Total

Balance at January 1, 2018 51 11,405 8,034 –258 1,270 28,227 48,729 5,931 54,660

Net income — — — — — 6,840 6,840 2,941 9,781

Other comprehensive income

Remeasurements of provisions  
for post-employment benefits5) — — — — — –1,925 –1,925 — –1,925

Translation difference on foreign operations — — — 696 — — 696 109 805

Translation difference of hedge instruments 
of net investments in foreign operations — — — –16 — — –16 — –16

Change in fair value of cash flow hedge 
related to currency and commodity price risks — — — — –3,249 — –3,249 13 –3,236

Currency and commodity risk hedge 
contracts recycled to income statement — — — — –602 — –602 –1 –603

Tax attributable to items recognised  
in other comprehensive income — — — 1 816 404 1,221 –2 1,219

Other comprehensive income — — — 681 –3,035 –1,521 –3,875 119 –3,756

Total comprehensive income — — — 681 –3,035 5,319 2,965 3,060 6,025

Transactions with owners

Group contributions4) — — 418 — — — 418 — 418

Capital contribution from non-controlling 
interests2)7) — — — — — — — 662 662

Divestment of non-controlling interests 
2)7)8) — — — — — –17 –17 –1,271 –1,288

Change in the Group's composition 7)8) — — — — — –5 –5 — –5

Capital injection into joint venture 
under common control 7)8) — — — — — 846 846 — 846

Dividend to shareholders4) — — — — — –63 –63 –4 –67

Transactions with owners — — 418 — — 761 1,179 –613 566

Balance at December 31, 2018 51 11,405 8,452 423 –1,765 34,307 52,873 8,378 61,251

Net income — — — — — 7,115 7,115 2,488 9,603

Other comprehensive income

Remeasurements of provisions  
for post-employment benefits5) — — — — — –3,780 –3,780 — –3,780

Translation difference on foreign operations — — — 709 — — 709 238 947

Translation difference of hedge instruments 
of net investments in foreign operations — — — –139 — — –139 — –139

Change in fair value of cash flow hedge 
related to currency and commodity price 
risks — — — — –4,221 — –4,221 1 –4,220

Currency and commodity risk hedge 
contracts recycled to income statement — — — — 1,016 — 1,016 –13 1,003

Tax attributable to items recognised  
in other comprehensive income — — — 30 660 792 1,482 1 1,483

Other comprehensive income — — — 600 –2,545 –2,988 –4,933 227 –4,706

Total comprehensive income — — — 600 –2,545 4,127 2,182 2,715 4,897

Transactions with owners

Issue of preference shares2) 1 4,988 — — — — 4,989 — 4,989

Redemption of preference shares2) –1 –4,896 — — — –848 –5,745 — –5,745

Transactions with non-controlling 
interests — — — — — –57 –57 57 —

Capital injection into joint venture 
under common control3) — — — — — 1,153 1,153 — 1,153

Dividend to shareholders4) — — — — — –1,512 –1,512 –1,385 –2,897

Transactions with owners — 92 — — — –1,264 –1,172 –1,328 –2,500

Balance at December 31, 2019 51 11,497 8,452 1,023 –4,310 37,170 53,883 9,765 63,648

Changes in Consolidated Equity
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MSEK 
Share

capital1) 
Share 

 premium

Other 
 contributed 

capital

Currency 
translation 

reserve
Other

reserves
Retained  
earnings

Attributable 
to owners of 

the parent

Non-
controlling 

interests Total

Balance at December 31, 2019 51 11,497 8,452 1,023 –4,310 37,170 53,883 9,765 63,648

Net income — — — — — 5,834 5,834 1,954 7,788

Other comprehensive income

Remeasurements of provisions  
for post-employment benefits5) — — — — — –992 –992 — –992

Translation difference on foreign operations — — — –2,691 — — –2,691 –710 –3,401

Translation difference of hedge instruments 
of net investments in foreign operations — — — 368 — — 368 — 368

Change in fair value of cash flow hedge 
related to currency and commodity price 
risks — — — — 2,862 — 2,862 — 2,862

Currency and commodity risk hedge 
contracts recycled to income statement — — — — 3,155 — 3,155 1 3,156

Tax attributable to items recognised  
in other comprehensive income — — — –79 –1,239 212 –1,106 — –1,106

Other comprehensive income — — — –2,402 4,778 –780 1,596 –709 887

Total comprehensive income — — — –2,402 4,778 5,054 7,430 1,245 8,675

Transactions with owners

Shareholder transaction in joint venture 
under common control3) — — — — — –1,901 –1,901 — –1,901

Dividend to shareholders6) — — — — — — — –4 –4

Transactions with owners — — — — — –1,901 –1,901 –4 –1,905

Balance at December 31, 2020 51 11,497 8,452 –1,379 468 40,323 59,412 11,006 70,418

1)  Share capital amounted to SEK 51,138,794 (51,138,794) ((50,500,000)).
2)  For further information, see Note 22 – Equity.
3)  For further information, see Note 13 – Investments in joint venture and associates.
4)  For further information, see Note 4 – Related parties.
5)  Included in the change of provisions for post-employment benefits is an adjustment due to changes in actuarial calculation method related to the Swedish ITP2 plan 

amounting to MSEK –473 (—)((—)), see Note 23 – Post Employment Benefits.
6)  The proposed distribution of the non-restricted equity in the Annual report 2019 has been revised and all funds are carried forward. 
7) For further information, see Note 31 – Business Combinations.
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MSEK Note 2020 2019 2018

OPERATING ACTIVITIES

Operating income 8,516 14,303 14,185

Depreciation and amortisation of non-current assets 9 14,449 15,548 13,213

Interest and similar items received 550 572 408

Interest and similar items paid –1,268 –854 –818

Other financial items –437 –607 –203

Income tax paid –2,856 –4,089 –4,132

Adjustments for items not affecting cash flow 30 3,989 –2,415 68

22,943 22,458 22,721

Movements in working capital

Change in inventories –454 –3,066 –3,706

Change in accounts receivable –2,137 694 –2,627

Change in accounts payable 5,183 1,969 4,372

Change in provisions –303 926 –608

Change in contract liabilities to customers 3,872 6,503 6,093

Change in other working capital assets/liabilities1) 4,848 2,890 520

Cash flow from movements in working capital 11,009 9,916 4,044

Cash flow from operating activities 33,952 32,374 26,765

INVESTING ACTIVITIES

Investments in shares and participations, net2) 13, 31 –4,125 –235 –1,565

Repayment of loans from affiliated companies 1,251 — —

Dividends received from joint ventures and associates 13 333 64 240

Investments in intangible assets –8,574 –9,176 –7,283

Investments in tangible assets –9,986 –11,807 –13,574

Disposal of tangible assets 431 353 122

Cash flow from investing activities –20,670 –20,801 –22,060

Cash flow from operating and investing activities 13,282 11,573 4,705

FINANCING ACTIVITIES

Proceeds from credit institutions 5,011 1,361 3,087

Proceeds from bond issuance 20 5,209 8,221 —

Repayment of liabilities to credit institutions –4,612 –3,553 –7,354

Repayment of interest bearing liabilities –1,350 –1,356 —

Proceeds from preference shares issuance 22 — 5,011 —

Redemption of preference shares 22 — –5,745 —

Dividend paid to shareholders3) 4 –4 –2,897 –67

Investments in marketable securities, net4) 21 –4,692 –1,985 2,558

Other5) –396 112 1,033

Cash flow from financing activities –834 –831 –743

Cash flow for the year 12,448 10,742 3,962

Cash and cash equivalents at beginning of year 51,997 40,170 35,402

Exchange difference on cash and cash equivalents –2,853 1,085 806

Cash and cash equivalents at end of year 21 61,592 51,997 40,170

1)  Up until the second quarter 2019, expenses related to the delivery of unique IP (now classified as customer contracts) were capitalised as an intangible asset, an asset 
expensed when transferred to the customer. For comparison reasons, the affected line items for 2018 have been restated. 

2)  Investments amounted to MSEK –4,589 (–653) ((–2,029)) and capital repayments from Joint ventures amounted to MSEK 464 (418) ((464)). Investments in shares 
and participations, net, includes for 2018: effects from loss of control of Polestar Group.

3)  For further information, see Changes in Consolidated Equity on page F-6.
4)  Investments amounted to MSEK –8,805 (–8,888) ((–3,029)) and matured investments amounted to MSEK 4,113 (6,903) ((5,587)).
5)  Other is attributable to realised result from financial instruments MSEK –424 (226) ((694)) and change in Other non-current liabilitities MSEK 28 (–114) ((339)).

Consolidated Statement of Cash Flows
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NOTE 1 –  GENERAL INFORMATION FOR FINANCIAL 
REPORTING IN VOLVO CAR GROUP

Basis of preparation
The consolidated financial statements of Volvo Car AB (publ.) have 
been prepared in accordance with the International Financial Report-
ing Standards (IFRS) issued by the International Accounting Stand-
ards Board (IASB), as adopted by the European Union. These finan-
cial statements are prepared in accordance with IAS 1 Presentation 
of Financial Statements and the Swedish Annual Accounts Act. In 
addition, RFR 1 Supplementary Rules for Groups has been applied, a 
standard issued by the Swedish Financial Reporting Board. RFR 1 
specifies mandatory additions to the IFRS disclosure requirements 
in accordance with the Swedish Annual Accounts Act. Group com-
panies apply the same accounting principles, irrespective of national 
legislation, as defined in Volvo Car Group accounting directives and 
they have been applied consistently for all periods, unless otherwise 
stated.

All accounting principles considered material to Volvo Car Group 
are described in conjunction with each note. When a new accounting 
principle has been implemented or when there has been changes in 
disclosures this are described as part of the relevant note. 

Preparation of the financial statements in accordance with IFRS 
requires the Company’s Executive Management and the Board of 
Directors to make estimations and judgements that affect the value 
of the reported assets, liabilities, income and expenses. Estimates 
are based on historical experience. Estimates and judgements will 
affect the values of assets and liabilities. The actual outcome (value) 
may differ from these estimates and judgements and corrections 
may be necessary to make. Therefore, the estimates and judgements 
are reviewed on a regular basis. Changes are recognised in the period 
of the change and in future periods if the change affects both. 

The estimates and judgements that are deemed to be the most 
important for an understanding of Volvo Car Group's financial reports 
within each area, taking into account the degree of materiality and 
uncertainty, are presented as part of each applicable note. 

In order to avoid duplication of information, cross-references have 
been made between different parts of the financial statements.

Basis of consolidation
The consolidated accounts include Volvo Car AB (publ.) and its sub-
sidiaries. Subsidiaries are all entities over which Volvo Car Group has 
control. Volvo Car Group controls an entity when exposed to, or has 
rights to, variable returns from its involvement with the entity and 
has the ability to affect those returns through its power over the 
entity. All wholly owned subsidiaries and certain companies owned 
to 50 per cent, mainly in China, are consolidated. Subsidiaries are 
fully consolidated from the date on which control is transferred to 
Volvo Car Group. They are deconsolidated from the date that control 
ceases.

Notes to the Consolidated Financial Statements
 All amounts are in MSEK unless otherwise stated.  
 Amounts in brackets refer to the preceding years. 

Foreign currency
The primary economic environment is the one in which a group com-
pany primarily generates and spends cash. Normally the functional 
currency is the currency of the country where the company is located. 
Volvo Car Group’s and Volvo Car AB’s (publ.) presentation currency 
is Swedish krona (SEK).

Assets and liabilities denominated in foreign currencies other than 
the functional currency are translated to the functional currency 
using the balance sheet closing rate. Exchange rate differences are 
recognised in the income statement. 

Exchange rate differences on operating assets and liabilities are 
recognised in other operating income and expenses, while exchange 
rate differences arising on financial assets and liabilities are recog-
nised in financial income and expenses. 

When preparing the consolidated financial statements, items in 
the income statements of foreign subsidiaries are translated to SEK 
using monthly average exchange rates. Balance sheet items are 
translated into SEK using exchange rates at year-end (closing rate). 
Exchange rate differences arising on translation are recognised in 
other comprehensive income and accumulated in equity. The accu-
mulated translation differences related to subsidiaries, joint ventures 
or associates are reversed to the income statement as a part of the 
gain/loss arising from disposal of such a company.

The main exchange rates applied are presented in the table below:

Average rate Close rate

Country Currency 2020 2019 2018 2020 2019 2018

China CNY 1.34 1.37 1.32 1.25 1.34 1.30

Euro zone EUR 10.51 10.56 10.27 10.02 10.46 10.25

Great Britain GBP 11.90 12.04 11.60 11.16 12.31 11.35

United States USD 9.26 9.42 8.69 8.17 9.32 8.95

Japan JPY 0.09 0.09 0.08 0.08 0.09 0.08

Classification of current and non-current assets and liabilities 
An asset is classified as current when it is held primarily for the pur-
pose of trading, is expected to be realised within twelve months after 
the balance sheet date or consists of cash or cash equivalents, pro-
vided it is not subject to any restrictions. All other assets are classi-
fied as non-current. A liability is classified as current when it is held 
primarily for the purpose of trading or is expected to be settled within 
twelve months after the balance sheet date. All other liabilities are 
classified as non-current. When the criteria for being classified as a 
non-current asset held for sale are fulfilled and the asset or disposal 
group are of significant value, the asset or disposal group and the 
related liabilities are recognised on a separate line in the balance 
sheet,, see Note 33 – Asset and liabilites held for sale.
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NOTE 2 – REVENUE

ACCOUNTING PRINCIPLES 

Revenue is defined as the sale price for goods or services net of var-
iable considerations and consideration payables.

Revenue is recognised when the customer obtains control of a 
delivered good or service, and thus has the ability to direct the use 
and obtain the benefits from the goods or services. Revenue could 
either be recognised at a point in time or over time depending on the 
applied business model. The sale of goods or services will some-
times give rise to recognition of contract liabilities to customers. 
These liabilities are recognised when Volvo Car Group are obligated 
to transfer goods or services for which consideration is already 
received. Contract liabilities to customers include sales generated 
obligations, deferred revenue from extended service contracts, sales 
with repurchase commitments as well as advance payments from 
customers. 

Revenue from sale of goods
Revenue is recognised when the customer has gained control over 
the goods according to agreed contract terms. If the customer con-
tracts include variable considerations or consideration payables the 
revenue recognised will be affected. In the case of volume discounts 
that are triggered over time a contract liability will be recognised. 
This is as well the case for other variable considerations, like incen-
tive programmes and variable marketing expenses. 

Revenue from sale of a vehicle to a customer, where there is a 
residual value guarantee issued to an independent financing pro-
vider, is recognised at the time of sale, less an amount corresponding 
to the estimated residual value risk. The estimated residual value risk 
remaining in Volvo Car Group is recognised as a contract liability, see 
Note 25 – Current and non-current contract liabilities to customers. 
Revenue is only recognised provided that transfer of control over the 
vehicle can be confirmed. 

Revenue from sale of a vehicle to a customer combined with a 
repurchase commitment (the right or obligation (put option) to buy 
back the car) is recognised over the contract period as if it were an 
operating lease contract. This is based on the fact that the customer 
has not obtained the control of the vehicle. Based on historical expe-
rience a majority of customers use the put option at the end of the 
contract period. During the contract period the cars are recognised 
on the balance sheet and are depreciated to the estimated residual 
value, see Note 9 – Depreciation and amortisation. The useful life of 
the asset and the corresponding residual value is monitored closely 
and changed if necessary, see Note 18 – Inventories and Note 16 –
Tangible assets. Liabilities related to repurchase commitments are 
recognised as other non-current and other current liabilities, see 
Note 26 – Other non-current liabilities and Note 27 – Other current 
liabilities. 

Revenue from sale of services
Volvo Car Group sells services in the form of maintenance contracts 
and extended warranties to customers. Revenue from these sales is 
deferred and revenue recognised on a straight-line basis over the 
contract period. The deferred revenue is recognised as contract lia-
bilities to customers, since the customers payment is made before 
the service is performed. When an extended warranty contract is 
included in the sales price of the car, and the inclusion in the contract 
is assessed to be common practice in the market, such extended 
warranty costs is recognised as a provision. This warranty is not rec-
ognised as a separate performance obligation. 

Where an extended warranty is included in the sale of a car and the 
offer goes beyond common practice in the market, it is accounted for 
as a separate performance obligation; a stand-alone selling price is 
identified, and revenue is recognised on a straight-line basis over the 

contract period. The stand-alone selling price is not directly observ-
able, why the price in general is estimated based on expected cost 
plus a reasonable margin.

Revenue from sale of licences 
Revenue from the sale of licences is recognised at a point in time or 
over time, depending on whether the sold licence gives the customer 
a right to use or a right to access the underlying asset. Volvo Car 
Group sells both types of licences and revenue is therefore recog-
nised in accordance with the substance of the relevant agreement. 
Income from sold licenses related to intellectual property (IP) and 
other developed technology is classified as revenue. 

Revenue from subscription, leasing and rental business
Revenue from subscription, leasing and rental business is recog-
nised as revenue on a straight-line basis over the contract period. 
Revenues related to an operating lease arrangement are recognised 
as revenue on a straight-line basis over the leasing period. 

CO₂ emission credits
During 2020, Volvo Car Group fulfilled and overachieved its emis-
sion targets, set by the EU. Volvo Cars has been able to enter into a 
pooling arrangement with Ford offering its surplus CO2 emissions in 
line with the pooling system implemented by the European Commis-
sion. The pooling arrangement also includes CO2 emission credits 
from Volvo Cars’ joint venture Polestar. The compensation received 
from Ford has been accounted for as revenue, and an additional part 
is received through the share of income from Polestar. The classifica-
tion as revenue is based on that it is directly related to Volvo Cars’ 
core business.

CRITICAL ACCOUNTING ESTIMATES 
AND JUDGEMENTS

Variable consideration 
The inherent risk with regard to different forms of variable consider-
ations is that recognised revenue has to be reversed in future periods 
as an effect of not allocating a correct part of the transaction price to 
the variable consideration. As a direct effect of this, Volvo Car Group 
is prudent in the judgement of variable considerations, in order to 
minimise the risk of reversal, that is, rather overstating the contract 
liabilities than overstating revenue. A variable consideration could be 
paid out in the future or it could be reversed in the income statement. 

Volume discounts
Cars may be sold with volume discounts based on aggregate sales 
over a 3–12 months period. Revenue from these sales is recognised 
based on the price specified in the contract, adjusted for volume dis-
counts for the whole sales period. Accumulated historical experience 
is used to estimate and calculate the total discount. A contract liabil-
ity is recognised for expected volume discounts to customers in rela-
tion to sales made.

Residual value guarantees
Volvo Car Group is exposed to residual value risks, meaning that 
there is a potential loss for Volvo Car Group if the future market value 
of a used car is lower than the guaranteed value of the car according 
to the contract. This potential negative effect is recognised as a con-
tract liability and the future market value of cars is monitored individ-
ually on a continuing basis. An estimate is made based on evaluating 
recent car auction values, future price deterioration due to expected 
change of market conditions, vehicle quality data and repair and 
reconditioning costs etc.
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Repurchase Commitments
Cars sold with a repurchase obligation are recognised in the balance 
sheet as assets under operating leases or inventories depending on 
the contract period. During the contract period there is risk for a 
potential loss for Volvo Car Group if the estimated value of the car is 
lower than the market value at the time. This potential negative 
effect is recognised as an increased depreciation or an impairment of 
the car. An estimate of the value of the car is therefore made based 
on recent car auction values, future price deterioration due to 
expected change of market conditions, vehicle quality data and 
repair and reconditioning costs etc. The value of the car in the bal-
ance sheet is adjusted if necessary. 

Consideration payables
When the customer as part of a sale transaction will receive cash or 
goods with a monetary value, revenue will be recognised net of the 
consideration paid to the customer.

Revenue allocated to geographical 
regions: 2020 2019 2018

China 61,236 60,530 54,653

US 40,581 40,110 39,366

Europe1) 121,904 130,983 121,671

    of which Sweden 25,546 26,092 28,034

 of which Germany 18,319 20,343 18,366

 of which United Kingdom 15,866 16,911 14,933

Other markets 39,112 42,494 36,963

 of which Japan 7,345 7,937 6,593

 of which South Korea 5,059 4,623 3,322

Total 262,833 274,117 252,653

Revenue allocated to category: 2020 2019 2018

Sale of products and related goods 
and services 239,563 251,107 231,891

Sale of used cars 16,288 15,840 13,808

Revenue from subscription, leasing 
and rental business 2,706 4,177 3,326

Sale of licences 2,068 1,648 2,542

Other revenue2) 2,208 1,345 1,086

Total 262,833 274,117 252,653

1)  Europe is defined as EU28+EFTA.
2) Including effects of CO2 credits and sold services.

Revenue recognised in relation to contract liabilities to  
customers
For revenue recognised in the current reporting period in relation to 
opening balance of contract liabilities see Note 25 – Current and 
non-current contract liabilities to customers. The majority of Volvo 
Car Group contract liabilities are classified as current and will most 
likely be recognised as revenue during the coming year. 

NOTE 3 – EXPENSES BY NATURE

2020 2019 2018

Material cost incl. freight,  
distribution and warranty –185,268 –186,126 –170,921

Personnel –34,695 –36,997 –33,077

Amortisation/depreciation1) –14,449 –15,548 –13,213

Other –18,012 –21,598 –22,386

Total –252,424 –260,269 –239,597

1)  The amortisation expenses have decreased by MSEK 666 (—) ((—)), due to 
adjustments of the useful life period to reflect updated assumptions and cycle 
plan changes.

Capitalised development costs as well as received government 
grants have reduced the amounts presented as personnel and other. 
See Note 10 – Government grants.

NOTE 4 – RELATED PARTIES

ACCOUNTING PRINCIPLES 

Volvo Car Group has multiple related parties especially related to 
development of new technology. Related parties include companies 
outside the Volvo Car Group but within the Geely sphere of compa-
nies, but also other companies such as associates and joint ventures.  

All transactions with related parties are being performed on com-
mercial terms. 

The Volvo Car Group
Volvo Car AB (publ.), with its registered office in Gothenburg, is 
majority owned (97.8 per cent) by Geely Sweden Holdings AB, a 
subsidiary of Shanghai Geely Zhaoyuan International Investment 
Co., Ltd., registered in Shanghai, China, with ultimate majority own-
ership held by Zhejiang Geely Holding Group Co., Ltd, registered in 
Hangzhou, China.

Volvo Car AB (publ.) holds shares in its subsidiary Volvo Car Corpo-
ration and provides the Group with certain financing solutions and 
other services. Volvo Car AB (publ.) indirectly, through Volvo Car Cor-
poration and its subsidiaries, operates in the automotive industry.

During the years, Group companies entered into the below transac-
tions with related parties. The information in the table below includes 
all assets and liabilites with regards to related parties. Besides from 
other non-current assets of MSEK 694 (376) ((—)) all assets and lia-
bilities are current.

Sales of goods,  
services and other

Purchases of goods,  
services and other

2020 2019 2018 2020 2019 2018

Related 
companies1) 2) 5,131 4,364 5,715 –7,085 –4,952 –217

Joint ven-
tures and 
 associated 
companies1) 1,303 1,320 981 –2,363 –2,603 –1,659

Receivables Payables

Dec 31, 
2020

Dec 31, 
2019

Dec 31, 
2018

Dec 31, 
2020

Dec 31, 
2019

Dec 31, 
2018

Related 
companies1) 9,248 7,209 7,999 5,486 2,927 4,145

Joint ven-
tures and 
 associated 
companies1) 518 733 465 1,202 408 271

1)  Joint ventures within the Geely sphere are reported as related companies. For 
joint ventures and associated companies see Note 13 – Investments in joint 
ventures and associates. 

2)  Revenue from sale of licenses and technology represent a value of MSEK 
1,774 (1,410) (( 2,458)).

During 2020, a legal restructuring of the Polestar Group has been 
performed. The restructuring of Polestar as such, has not had any 
effect on Volvo Car Group's interest in Polestar's underlying opera-
tional activities. During the restructuring in mid September 2020, 
the holding company Polestar Automotive (Shanghai) Co., Ltd sold 
its subsidiaries (i.e. the operational entities) to a newly formed hold-
ing company; Polestar Automotive (Singapore) Pte. Ltd., registered 
in Singapore, a subsidiary to the new parent company Polestar Auto-
motive Holding Ltd, registered in Hong Kong, in which Volvo Car 
Group owns 50 per cent. Transactions with Polestar up until mid 
September 2020 are therefore presented below as transactions 
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with the Polestar Shanghai Group and transactions thereafter are 
presented below as transactions with the Polestar Automotive Hold-
ing Ltd Group. For further information regarding the restructuring 
and the two different joint ventures, see Note 13 – Investments in 
joint ventures and associates.

Transactions with the Polestar Shanghai Group 
During 2020, Volvo Car Group recognised revenue of MSEK 1,098 
(1,320) related to the sale of technology licenses and development of 
technology to the Polestar Shanghai Group. The sale of other ser-
vices, recognised as other income, amounted to MSEK 349 (731). 

Volvo Car Group's purchases amounted to MSEK 210 (472) and 
are related to a performance enhancement product provided to the 
end customers. The purchases have been recognised as cost of 
sales. 

Transactions with the Polestar Automotive Holding Ltd Group
During 2020, Volvo Car Group recognised revenue of MSEK 442 (—) 
related to the sale of technology licenses and development of technol-
ogy to the Polestar Automotive Holding Ltd Group. The sale of other 
services, recognised as other income, amounted to MSEK 83 (—). 

Volvo Car Group's purchases amounted to MSEK 96 (—) and are 
related to a performance enhancement product provided to the end 
customers. The purchases have been recognised as cost of sales. 
As of year-end, Volvo Car Group has a payable to the Polestar Auto-
motive Holding Ltd Group of MSEK 959 (—), related to warranty 
expenses. 

Transactions with Asia-Europe Automobile Manufacturing 
(Taizhou) Co., Ltd, “the Luqiao plant”
Since 2016, Volvo Car Group has an agreement with Asia-Europe 
Automobile Manufacturing (Taizhou) Co., Ltd, “the Luqiao plant”, 
related to the production of the new range of smaller 40-series 
CMA-based cars, like the XC40. The Luqiao plant is owned by Zhe-
jiang Geely Holding Group Co., Ltd, but is operated by Volvo Car 
Group. The support service for operating the plant has resulted in 
other income of MSEK 424 (356). Volvo Car Group has also sold 
engines to the plant for its production of Lynk&Co CX11 vehicles. The 
sales has been recognised as revenue of MSEK 922 (856). 

Volvo Car Group's purchases of cars from the Luqiao plant 
amounted to MSEK –4,426 (–3,465) and have been recognised as 
cost of sales. 

Furthermore, Volvo Car Group has since 2019, provided machin-
ery to the plant through a leasing agreement, which has resulted in a 
non-current asset of MSEK 694 (376). For further information, see 
Note 7 – Leasing

Transactions with other related Parties
During 2020, Volvo Car Group entered into an agreement with 
Ningbo UMD Automobile Transmission Co., Ltd. to deliver gear-
boxes for PHEV XC40 plug-in hybrid cars. The purchase of the gear-
boxes has been recognised as cost of sales of MSEK –716 (—).
Since 2019, Volvo Car Group is selling fleet cars to Ningbo Fuhong 
Auto Sales Co Ltd., which generated revenue of MSEK 747 (251).

During 2020, Volvo Car Group bought a license to Background IP 
from Zenuity AB of MSEK 1,067 (—). The license has been recog-
nised as an intangible asset. For further information, see Note 13 – 
Investments in joint ventures and associates and Note 15 – Intangi-
ble assets.

Dividends
There were no dividends paid during 2020. 

In 2019, Volvo Car AB (publ.) paid dividend to its preference 
shareholders of MSEK 125 and to its shareholder Geely Sweden 
Holdings AB of MSEK 1,387. Furthermore, Daqing Volvo Car Manu-
facturing Co., Ltd paid dividend last year of MSEK 1,381 to its share-
holder Zhejiang Geely Holding Group Co., Ltd.

During 2019 Volvo Personvagnar AB has sold shares in the company 
PSINV AB to certain members of EMT to a value of MSEK 38. 

With the exception of above described transaction Volvo Car Group 
does not engage in any transactions with Board Members or senior 
executives except remu nera tion for services and the share-based 
programme as described in Note 8 – Employees and remuneration.

Related parties 2018
Significant transactions during the year
• Volvo Car Group sold Technology licences to Polestar Perfor-

mance AB of MSEK 1,769 and to Polestar New Energy Vehicle 
Co., Ltd of MSEK 378. In 2018, Volvo Car Group also sold ser-
vices to Polestar Performance AB of MSEK 80 and to Polestar 
New Energy Vehicle Co., Ltd, generating other operating income 
of MSEK 305. Volvo Cars offers a Polestar performance enhance-
ment product to its end customers. This product is purchased 
from Polestar Performance AB and resulted in other operating 
expenses of MSEK 56.

• Zhangjiakou Volvo Car Engine Manufacturing Co., Ltd, has sold 
engines to Asia-Europe Automobile Manufacturing (Taizhou) Co., 
Ltd (Luqiao plant) for the production of Lynk&Co CX11 vehicles. 
The sales generated revenue of MSEK 1,691.

• Volvo Car AB (publ.) has paid dividend of MSEK 63 to its prefer-
ence shareholders and MSEK — to its shareholder Geely Sweden 
Holdings AB. Daqing Volvo Car Manufacturing Co., Ltd has paid 
dividend of MSEK — to its shareholder Zhejiang Geely Holding 
Group Co., Ltd. Furthermore Group contributions amounted to 
MSEK 64 from Geely Sweden Holdings AB and MSEK 354 from 
Geely Sweden Industry Investment AB.

Significant transactions in previous years
• In 2016, Volvo Car Group entered into an agreement with Asia- 

Europe Automobile Manufacturing (Taizhou) Co., Ltd, the Luqiao 
plant that produces the range of smaller 40-series CMA-based 
cars. The plant is owned by Zhejiang Geely Holding Group Co., Ltd 
but is operated by Volvo Car Group. The agreement covers sup-
port service for operating the plant and resulted 2018 in other 
income of MSEK 307.

• In 2017, Volvo Car Group signed a licence agreement with London 
Taxi Co., Ltd, a wholly owned subsidiary to Zhejiang Geely Holding 
Group Co., Ltd, which has resulted in an income during 2018 of 
MSEK 300.

NOTE 5 –  AUDIT FEES

2020 2019 2018

Deloitte

Audit fees –49 –37 –34

Audit-related fees –8 –5 –18

Tax services –2 –4 –2

Other services –2 –5 –12

Total –61 –51 –66

Audit fees involve audit of the Annual Report, interim report and the 
administration by the Board of Directors and the Managing Direc-
tors. The audit also includes advice and assistance as a result of the 
observations made in connection with the audit.

Audit-related fees refer to other assignments to ensure quality in 
the financial statements including consultations on reporting 
requirements and internal control.

Tax services include tax-related advisory.

All other work performed by the auditor is defined as other services.
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NOTE 7 – LEASING

ACCOUNTING PRINCIPLES

IFRS 16 – applied for year 2019 & 2020
Volvo Car Group as a lessee 
At the lease commencement date, a right-of-use asset and a lease 
liability are recognised on the balance sheet. The lease liability is ini-
tially measured at an amount equal to the present value of the future 
lease payments under the lease contract. Lease payments included 
in the measurement of the lease liability comprise of fixed lease pay-
ments including in-substance fixed payments, variable lease pay-
ments that depend on an index or a rate, amounts expected to be 
payable under a residual value guarantee and payments related to 
options that Volvo Car Group is reasonably certain to exercise. The 
lease payments are discounted using the interest rate implicit in the 
lease if this can be readily determined. In most contracts this is not 
the case. In cases where the interest rate is not implicit in the lease, 
Volvo Car Group generally has used the incremental borrowing rate.

The right-of-use asset is initially measured at cost, which com-
prises the initial amount of the lease liability adjusted for any lease 
payments made at or before the commencement date, plus any ini-
tial direct costs incurred and the estimate of costs to dismantle and 
remove the underlying asset or the site on which it is located, less 
any lease incentives received. The asset is subsequently depreciated 
on a straight-line basis from the commencement date to the earlier 
of the end of the useful life of the underlying asset or the end of the 
lease term. For more information regarding Deprecation see Note 9 
- Depreciation and amortisation. The right-of-use asset is reduced by 
impairment losses, if any, and adjusted for certain remeasurements 
of the lease liability. Volvo Car Group applies the recognition exemp-
tions regarding short-term leases and leases where the underlying 
asset is of low value. Hence, payments associated with short-term 
leases and leases of low-value assets are recognised on a straight-
line basis as an expense in the income statement. Short-term leases 
are leases with a lease term of twelve months or less and low value 

assets are defined as asset classes that are typically of low value, for 
example small IT equipment (cell-phones, laptops, computers, print-
ers) and office furniture. Non-lease components are included in the 
measurement of the lease liability for all asset classes. 

In the balance sheet, the lease liabilities are presented as Other  
non-current and current interest bearing liabilities. The right-of-use 
asset is presented as part of property, plant and equipment, see 
Note 16 – Tangible assets. In the income statement, depreciation 
expenses of the right-of-use asset is presented on the same line 
item/items in which similar expenses are. The interest expense on 
the lease liability is presented as part of finance expenses. In the 
statement of cash flows, amortisations on the lease liability are pre-
sented as a cash flow from financing activities. Payments of interest 
as well as payments for short-term leases and leases of low value is 
presented as cash flow from operating activities. 

Volvo Car Group as a lessor 
Volvo Car Group is acting as a manufacturer finance lessor in a few 
cases. In these cases revenue is recognised at the fair value of the 
underlying asset or the present value of the lease payments, if lower, 
reduced with the carrying amount of the asset less any unguaran-
teed residual values.

Sale transactions including repurchase commitments are recog-
nised as operating leases. Operating lease contracts with a maturity 
less or equal to twelve months are recognised as inventory in the 
balance sheet, see Note 18 – Inventories. Operating lease contracts 
with a maturity more than twelve months are recognised as Prop-
erty, Plant and Equipment, see Note 16 – Tangible asset. These oper-
ating leases are mainly related to vehicles sold with repurchase com-
mitments. The difference between the original sales price and the 
repurchase price is recognised in the income statement as revenue 
on a straight-line basis over the lease term, see Note 2 – Revenue. 
The remaining lease revenue yet to be recognised is presented as 
part of current and non-current contract liabilities to customers in 
the balance sheet, see Note 25 – Current and non-current contract 
liabilities to customers. The repurchase obligation is considered to 
be a financial liability and is classified as non-current or current liabil-
ities, see Note 26 – Other non-current liabilities and see Note 27 – 
Other current liabilities. Although accounting remains substantially 
the same for lessors, there is new guidance impacting subleases and 
the accounting for sale and leaseback transactions. The sub-leases 
and sale and leaseback transactions are not considered material for 
Volvo Car Group.

CRITICAL ACCOUNTING ESTIMATES 
AND JUDGEMENTS

IFRS 16 requires Volvo Car Group to make judgmental decisions 
when determining the lease term for contracts, especially for the 
leasing of buildings. Factors included in the determination of the 
lease term are if Volvo Car Group, as a lessee, have made invest-
ments to improve the asset or have tailored it for our special needs 
and/or the importance of the underlying asset to Volvo Car Groups 
operations. 

Lease term
When determining the lease term, management in the organisation 
have considered all facts and circumstances that creates an eco-
nomic incentive to exercise an extension option, or not exercise a 
termination option. The assessment is reviewed if a significant event 
or a significant change in circumstances occurs which affects this 
assessment. 

NOTE 6 –  OTHER OPERATING INCOME AND 
EXPENSES

2020 2019 2018

Other operating income

Foreign exchange rate gains1) — 537 62

Sold services 971 1,379 1,117

Government grants2) 234 633 776

Other 1,157 1,319 1,431

Total 2,362 3,868 3,386

2020 2019 2018

Other operating expenses

Amortisation and depreciation of 
intangible and tangible assets –248 –244 –229

Foreign exchange rate loss3) –1,010 — —

Royalty –772 –916 –826

Property tax –118 –109 –109

Other –1,755 –1,976 –1,160

Total –3,903 –3,245 –2,324

1)  The gross foreign exchange rate gain on operating assets and liabilities 
amounted to MSEK 1,036 (1,155) ((1,884)).

2)  The major part of the government grants in 2020 are related to governmental 
support for Covid-19, in the form of tax subsidies in China.

3)  The gross foreign exchange rate loss on operating assets and liabilities 
amounted to MSEK –2,046 (–618) ((–1,822)).
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Discount rate
Volvo Car Group has a process of indicating discount rates to use 
when evaluating whether to lease or buy an asset. The same process 
is used when determining the disount rate to be applied. Volvo Car 
Group uses an applicable industrial yield curve and taking into con-
sideration for example Volvo Car Groups credit risk, adjustment for 
currency, lease term and economic environment. 

Volvo Car Group as lessee
IFRS 16 — 2019 & 2020
Volvo Car Group mainly leases buildings and other items such as 
IT-equipment and production equipment.

Right-of-use asset
Buildings  
and land

Machinery 
and 

 equipment Total

Acquisition cost

Balance at January 1, 2019 — — —

Reclassification from finance lease 
of Tangible assets (Note 16) 36 58 94

Operating leases (first application 
IFRS 16) 6,294 590 6,884

Additions 308 131 439

Balance at December 31, 2019 6,638 779 7,417

Additions 704 545 1,249

Divestments and disposals –147 –196 –343

Reclassifications –16 0 –16

Effect of foreign currency exchange 
rate differences –279 –20 –299

Balance at December 31, 2020 6,900 1,108 8,008

Accumulated depreciation

Balance at January 1, 2019 — — —

Depreciation expense –981 –221 –1,202

Balance at December 31, 2019 –981 –221 –1,202

Depreciation expense –994 –277 –1,271

Divestments and disposals 180 187 367

Reclassifications 1 0 1

Effect of foreign currency exchange 
rate differences 46 19 65

Balance at December 31, 2020 –1,748 –292 –2,040

Net balance at December 31, 2019 5,657 558 6,215

Net balance at December 31, 2020 5,152 816 5,968

Lease liabilities 2020 2019

Non-current lease liabilities 4,815 5,076

Current lease liabilities 1,175 1,073

The lease liabilities related to the leasing contracts are presented in 
the balance sheet as Other non-current interest bearing liabilities 
and Other current interest bearing liabilities. The maturity analysis of 
lease liabilities is presented in Note 20 – Financial risks and financial 
instruments.

Amounts recognised in profit and loss 2020 2019

Depreciation expenses on right-of-use –1,271 –1,225

Interest expense on lease liabilities –219 –236

Expense relating to short-term leases –123 –156

Expense relating to leases of low value assets –29 –27

Expense relating to variable lease payments not 
included in the measurement of the lease liability –29 –23

Income from sub-leasing right-of-use assets 46 26

The total cash outflow for leases amounts to MSEK 1,625 (1,641). 
The amount include payments for lease agreements recognised as 
liabilities, variable payments, short-term payments and payments for 
leases of low value.

Volvo Car Group as lessor
Operating lease contracts mainly relate to vehicles sold with repur-
chase commitments. 

IFRS 16 — 2019 & 2020
Operating leases contracts
The table contains a maturity analysis of leasing payments and the 
total of undiscounted lease payments that will be received after the 
balance day.  

Future lease income of operating lease  
contracts, undiscounted. 2020 2019

No later than 1 year 1,217 934

Later than 1 year but no later than 2 years 466 194

Later than 2 year but no later than 3 years 8 104

Later than 3 year but no later than 4 years 7 9

Later than 4 year but no later than 5 years 7 8

Later than 5 years 83

Total 1,788 1,249

Finance lease contracts 
Volvo Car Group is into finance leasing arrangements as a lessor for 
certain equipment.

Amounts receivable under finance leases 2020 2019

No later than 1 year 125 59

Later than 1 year but no later than 2 years 125 59

Later than 2 year but no later than 3 years 125 59

Later than 3 year but no later than 4 years 125 59

Later than 4 year but no later than 5 years 125 59

Later than 5 years 338 139

Undiscounted lease payments 963 434

Less unearned finance income 146 58

Net investment in the lease 817 376

The following table presents the amounts included in income
statement

2020 2019

Finance income on the net investment in finance leases 29 10

The selling profit for financial lease amounts to MSEK – (–).

ACCOUNTING PRINCIPLES

Transition to IFRS 16
As of January 1, 2019 IFRS 16 – Leasing has been applied. IAS 17 
has been applied for 2018.

Change in accounting principle and disclosures 
IFRS 16 – Leasing was endorsed by the EU in November 2017 and 
replaced IAS 17 Leases. IFRS 16 represents a new framework for 
how to account for and disclose leasing contracts. For lessees, the 
new standard has had an impact on the financial statements, as 
most of the leases previously have been accounted for off-balance 
sheet, operating leases have been recognised on the balance sheet. 
For lessors, IFRS 16 does not contain substantial changes compared 
to IAS 17. The lessor still has to classify leases as either finance or 
operating leases, depending on whether substantially all of the risk 
and rewards associated with ownership of the underlying asset has 
been transferred.

In order to implement IFRS 16, Volvo Car Group has analysed all 
significant contracts where Volvo Car Group is the lessee focusing 
on the following areas: asset category, contract length, number of 
leased items, if the contract includes service or maintenance fees 
and how many short-term leases and/or leases of low value assets 
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there are. Volvo Car Group has defined low value assets as asset 
classes that are typically of low value, for example small IT equip-
ment (cell-phones, laptops, computers, printers) and office furniture. 
Short-term leases are leases with a lease term of twelve months or 
less.

The following conclusions have been made: 
• The major leasing commitments consist of land and buildings and 

machinery and equipment as follows: land and buildings 80 per 
cent and machinery and equipment 19 per cent. 

• Low value assets are common within the Group but represent less 
than 1 per cent of the total remaining leasing commitments.

• Short-term leases are not common since the majority of the leas-
ing agreements have a minimum leasing term of more than twelve 
months.

• The leasing period for larger real estate contracts has taken into 
consideration extension options. 

Volvo Car Group has applied the modified retrospective approach 
and the comparative information has not been restated. 

For all asset classes, the Group has recognise the right-of-use assets 
at an amount equal to the lease liability, adjusted by the amount of 
any prepaid or accrued lease payments recognised in the balance 
sheet immediately before the date of initial application. When apply-
ing IFRS 16 for the first time, Volvo Car Group has applied relevant 
practical expedients, that are; 

• Leases ending within twelve months from January 1, 2019 has 
been classified as short-term leases. This means these leases 
have not been included in the lease liability, but instead accounted 
for as operating leases.  

• Initial direct costs have been excluded from the measurement of 
the lease liability.  

• No hindsight has been applied when determining the lease term 
for the contract containing options to extend or terminate the 
lease. 

The adoption of IFRS 16 resulted in increased assets of MSEK 6,978 
and increased liabilities of MSEK 6,698 as of January 1, 2019. The 
difference is due to the land-use-rights in China that are prepaid and 
therefore Volvo Car Group does not recognise a liability for these. 
The implementation of IFRS 16 has not rendered any change in 
equity. Further, the implementation has impacted the timing of the 
expense recognition in the consolidated income statements over the 
period of the lease and impacted the classification of expenses. The 
walk from lease commitments for operating lease contracts accord-
ing to IAS 17 and the lease liability according to IFRS 16 are pre-
sented in the table below.

IAS 17 – applied for year 2018 
Volvo Car Group as a lessee
When a finance leases, the asset was recognised as a current or 
non-current asset at the lower of fair value or the present value of the 
minimum lease payments. The asset was depreciated using the 
straight-line method over the asset’s useful life or over the term of 
the lease if this was shorter. The commitment to pay future lease 
payments was discounted to a net present value and recognised as a 
current or non-current liability in the balance sheet. The lease pay-
ments were allocated between amortisation of liabilities and interest 
expense. 

For operating leases, i.e., when the risks and rewards associated 
with the ownership of the asset were not transferred to Volvo Car 
Group, lease payments were expensed as they arose on a straight-
line basis over the leasing period. 

Volvo Car Group as a lessor
Volvo Car Group did not have any finance leases as lessor during 
2018. Sale transactions including repurchase commitments were 
recognised as operating leases. Operating lease contracts with a 
maturity less or equal to twelve months were recognised as inven-
tory in the balance sheet, see Note 18 – Inventories. Operating lease 
contracts with a maturity more than twelve months were recognised 
as Property, Plant and Equipment, see Note 16 – Tangible assets. 
These operating leases were mainly related to vehicles sold with 
repurchase commitments. The difference between the original sales 
price and the repurchase price was recognised in the income state-
ment as revenue on a straight-line basis over the lease term, see 
Note 2 – Revenue. The remaining lease revenue to be recognised 
was presented as part of current and non-current contract liabilities 
to customers in the balance sheet, see Note 25 – Current and 
non-current contract liabilities to customers. The repurchase obliga-
tion was considered to be a financial liability and was classified as 
Other non-current liabilities, see Note 26 and Other current liabili-
ties, see Note 27. 

Volvo Car Group as lessee
IAS 17 — 2018
Operating lease contracts 
The operating lease contracts Volvo Car Group holds are mainly con-
tracts for premises and office equipment. Also some production 
equipment such as forklifts for the factories are classified as operat-
ing lease contracts.

Operating lease expenses 2018

Minimum lease payments –1,325

Contingent rents –46

Less subleases 14

Total –1,357

IFRS 16 – Information on the transition to the new leasing standard

Lease commitments for operational lease contracts as of December 31, 2018 5,818

Discounted with the Group's average incremental borrowing rate 2,5 % –1,131

Include liabilities for financial lease contracts as of December 31, 2018 113

Exclude short-term lease contracts with a lease term of 12 months or less as they are expensed on a linear basis –390

Exclude lease contracts for which the underlying asset is of low value and therefore expensed on a linear basis –53

Exclude lease contracts that have been classified as service agreements —

Include/exclude adjustments due to different handling of options to extend or terminate agreements 2,335

Include/exclude adjustments due to changes in index or price attributable to variable lease payments 6

Lease liability as of January 1, 2019 6,698
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NOTE 8 – EMPLOYEES AND REMUNERATION

ACCOUNTING PRINCIPLES

Incentive programmes
Volvo Car Group manages in total five different global incentive pro-
grammes:  
• The Short Term Variable Pay Programme for Senior Leaders 

(STVP for Senior Leaders)
• The Volvo Bonus programme
• The Long Term Variable Pay (LTVP) programme
• The Volvo Car AB share-based programme
• The Polestar share-based programme

The design and payout of all programmes are subject to approval of 
the Board of Directors. Certain decisions related to the share-based 
programmes are subject to decision by the Annual General Meeting. 

Short-term incentive programmes
For the short-term incentive programmes a liability is recognised if 
all prerequisites are met. 

Long-term incentive programme
The LTVP is a cash-settled share based programme.

The fair value of the cash-settled programme is determined at the 
grant date, and revalued at each balance sheet date, and is recog-
nised as an operating expense during the vesting period and as a 
corresponding liability. An assessment whether the terms for allot-
ment will be fulfilled is made continuously. Based on such assess-
ment, the expense might be adjusted. 

The fair value is based on the share price reduced by dividends 
connected with the share during the vesting period. As Volvo Car 
Group has not been listed during 2018-2020, no official market 
value is available. Hence, the LTVP programme valuation has been 
based on a synthetic share price derived from variables known to 
determine the value of an automotive OEM. Additional social 
expenses are reported as a liability, revalued at each balance sheet 
date. 

Share-based incentive programme
The Volvo Car AB share-based incentive programme is cash-settled. 
The fair value of the warrants acquired by the participants is determined 
at the grant date and is recognised as a financial liability. The liability is 
revalued at each balance sheet date and changes of the fair value are 
recognised in the income statement as a financial expense or income.

The programme will not render any recognition of personnel cost 
as it is based on fair values. 

Polestar programme
The programme is recognised as a share-based incentive programme 
that will be cash-settled based on the participants option to receive 
cash at fair value for the shares under certain circumstances and dur-
ing predetermined periods. Based on this a liability is recognised in 
Volvo Car Group´s balance sheet. 

Operating lease  
commitments  
per Dec 31, 2018

Minimum 
lease  

payments
Less  

subleases Total

Present value 
of operating 

lease com-
mitments less 

subleases

 No later than 1 year 1,125 22 1,103 1,088

 Later than 1 year but 
no later than 5 years 2,947 80 2,867 2,649

Later than 5 years 1,946 98 1,848 1,499

Total 6,018 200 5,818 5,236

Finance lease contracts
Volvo Car Group holds finance lease contracts for production equip-
ment and for some buildings and land used in production. The assets 
will be owned by Volvo Car Group at the end of the lease contracts at 
no additional cost. All leases are fixed terms with fixed payments.

Finance lease assets

Asset 
under  

Construc-
tion

Buildings  
and land

Machinery 
and 

 equipment

Acquisition cost

Balance at January 1, 2018 — 97 75

Additions 22 47 29

Disposals — –82 —

Effect of foreign currency  
exchange differences — 4 3

Balance at December 31, 2018 22 66 107

Accumulated depreciation

Balance at January 1, 2018 — –89 –7

Depreciation expense — –10 –4

Disposals — 82 —

Effect of foreign currency  
exchange differences — –4 —

Balance at December 31, 2018 — –21 –11

Net balance at December 31, 2018 22 45 96

Gross finance lease liabilities  
– minimum lease payments

Dec 31, 
2018

No later than 1 year 18

Later than 1 year but no later than 5 years 57

Later than 5 years 58

Total 133

Future finance charges on finance leases –20

Present value of finance lease liabilities 113

The present value of finance lease liabilities is as follows:

Gross finance lease liabilities 
– minimum lease payments

Dec 31, 
2018

No later than 1 year 15

Later than 1 year but no later than 5 years 50

Later than 5 years 48

Total 113

As of December 31, 2018 the finance lease liabilities are included in 
the financial statement as Non-current liabilities to credit institutions 
of MSEK 97 and Current liabilities to credit institutions of MSEK 16.

Volvo Car Group as lessor
Operating lease contracts mainly relate to vehicles sold with repur-
chase commitments. 

IAS 17 — 2018
Operating leases contracts

Future lease income of operating lease contracts 2018

No later than 1 year 973

Later than 1 year but no later than 5 years 443

Total 1,416

Finance lease contracts
Volvo Car Group did not have any finance leases during 2018.
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Average number of employees by region: 2020
Of whom 

women 2019
Of whom 

women 2018
Of whom 

women

Sweden 21,071 27% 23,005 28% 23,078 28%

Nordic countries other than Sweden 587 33% 736 34% 834 48%

Belgium 4,789 14% 5,109 15% 5,521 14%

Europe other than the Nordic countries and Belgium 1,316 35% 1,237 32% 974 32%

North and South America 1,850 35% 2,036 33% 1,889 29%

China 7,709 17% 8,404 16% 8,253 15%

Asia other than China 899 20% 878 17% 770 17%

Other countries 122 43% 112 32% 99 31%

Total 38,3431) 24% 41,517 24% 41,4182) 24%

Dec 31, 
2020

Of whom 
women

Dec 31, 
2019

Of whom 
women

Dec 31, 
2018

Of whom 
women

Number of Board members and senior executives3)

Board members  
(Chief Executive 

Officers and senior 
executives)

Board members  
(Chief Executive 

Officers and senior 
executives)

Board members  
(Chief Executive 

Officers and senior 
executives)

Parent company 11 27% 10 30% 10 30%

Subsidiaries
111

(300)
23%

(29%)
111

(301)
19%

(26%)
106

(287)
17%

(23%)

Total
122

(300)
23%

(29%)
121

(301)
20%

(26%)
116

(287)
18%

(23%)

2020 2019 2018

Salaries and other remunerations

Wages and 
salaries, 

other 
remune-

rations

Social 
 security 

expenses 
(of which 

 pension 
expenses)

Wages and 
salaries, 

other 
remune-

rations

Social 
 security 

expenses 
(of which 

 pension 
expenses)

Wages and 
salaries, 

other 
remune-

rations

Social 
 security 

expenses 
(of which 

 pension 
expenses)

Parent company 9 3(—) 9 3(—) 6 2(—)

Subsidiaries 21,305
8,895

(4,644) 22,727
8,819

(4,232) 20,257
8,229

(3,984)

Total 21,314
8,988

(4,644) 22,736
8,822

(4,232) 20,263
8,231

(3,984)

2020 2019 2018

Salaries and other remuneration to the Board4), CEO, Executive Management 
Team (EMT)5) and other employees

Wages and 
salaries, 

other  
remune-

rations  
(of which  

variable 
 salaries)

Social  
security 

expenses  
(of which  

pension 
expenses)

Wages and 
salaries, 

other  
remune-

rations  
(of which  

variable 
 salaries)

Social  
security 

expenses  
(of which  

pension 
expenses)

Wages and 
salaries, 

other  
remune-

rations  
(of which  

variable 
 salaries)

Social  
security 

expenses  
(of which  

pension 
expenses)

Board, Chief Executive Officers and EMT
310
(89)

116
(43)

296
(81)

117
(41)

278
(41)

102
(35)

Other employees 21,004
8,872

(4,601) 22,440
8,705
(4,191) 19,985

8,129
(3,949)

Total
21,314

(89)
8,988

(4,644)
22,736

(81)
8,822

(4,232)
20,263

(41)
8,231

(3,984)

1)  The decrease in average number of employees is mainly a result of temporary lay-offs during the second quarter, and to some extent cost efficiency activities related 
to the competence shift which was finalised in the third quarter of 2020.

2)  The comparative number of FTEs has been restated due to a changed and improved methodology for calculating the average number of FTEs.
3)  Senior executives are defined as key personnel within the subsidiaries. 
4)  The Board includes all board members in the subsidiaries within Volvo Car Group.
5)  The Executive Management Team (EMT) consists of the CEO in Volvo Car Corporation and key management personnel other than Board members, in total 10 (12) ((15)). 

Up until November 2020 EMT consisted of 12 members.

Compensation to Board members
The shareholders have elected a Nomination Committee, which on a 
yearly basis proposes appropriate remuneration principles and remu-
neration for Volvo Cars Board within the frames of the remuneration 
principles decided by the Annual General Meeting. The remuneration 
to the members of the Board is determined at the Annual General 
Meeting. At the Annual General Meeting 2020 it was decided that 
Board members elected at the meeting who are employed or other-
wise remunerated by Volvo Car Group or the Zhejiang Geely Holding 

Group shall not be entitled to any remuneration. The other Board 
members elected at the Annual General Meeting shall receive remu-
neration containing the following elements: (i) a market based fixed 
remuneration decided at the Annual General Meeting (ii) a company 
car in accordance with the Group´s company car policy in force from 
time to time and (iii) to Board members who are members of any of 
the Boards’ committees an additional market based fixed remunera-
tion as decided at the Annual General Meeting. Expensed remunera-
tion to the individual Board members is specified below:
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Board member

2020 
 

Ordinary  
compensation, 

TSEK

2019 
 

Ordinary  
compensation, 

TSEK

2018 
 

Ordinary  
compensation, 

TSEK

Li Shufu, Chairman — — —

Håkan Samuelsson — — —

Li Donghui — — —

Carl Peter Forster  
(until March 2019) — — —

Winfried Vahland  
(from March 2019) 900 690 —

Winnie K. W. Fok 900 869 775

Mikael Olsson (until 
March 2018) — — 750

Lone Fønss Schrøder 2,600 2,550 2,012

Thomas Johnstone 1,025 1,006 875

Betsy Atkins 1,000 969 844

Michael Jackson 900 831 262

Jim Zhang 875 813 229

Jonas Samuelsson (from 
September 2020) 189 — —

Total 8,389 7,728 5,747

Terms of employment and remuneration to the CEO
The Board has assigned a People and Sustainability Committee 
(PSC) to determine the remuneration principles for the CEO, subject 
to the shareholders' meetings approval. The chairperson of the board 
shall in dialogue with PSC decide the remuneration to the CEO. The 
CEO is entitled to a remuneration consisting of a fixed annual salary, 
STVP, LTVP and other benefits such as a company car and insurance. 

The CEO has a defined contribution pension plan to which Volvo 
Car Group allocates 50 per cent of the fixed monthly salary on a roll-
ing basis. The CEO agreement is fixed term and there are no sever-
ance pay included in the terms of agreement.

Remuneration to Executive Management Team
The Board has assigned a People and Sustainability Committee to 
determine the remuneration to the Executive Management Team 
(EMT), proposed by the CEO. Volvo Car Group members of EMT are 
entitled to a remuneration consisting of a fixed annual salary, STVP, 
LTVP and other benefits such as company car and insurance. In 
order to retain critical competences and deliveries within Volvo Car 
Group, some of the members of EMT have an additional variable pay. 
This variable pay is based on fulfillment of the member of EMT's 
yearly individual objectives and can vary from 0 up to maximum 20 
per cent of the annual salary depending on fulfillment rate.

The notice period for a member of EMT is a maximum of twelve 
months in case of termination by Volvo Car Group and twelve months 
in case of termination by the member of EMT. Furthermore the 
member of EMT is, in case of termination by Volvo Car Group, enti-
tled to severance pay based on the fixed salary, during a period of 
maximum twelve months. 

During 2020, 2 (3) ((—)) members of EMT left their positions. For 
EMT members leaving Volvo Car Group, remuneration during the 
notice period and severance pay amounted to MSEK 8 (4) ((—)), 
excluding social expenses.

Members of EMT employed in Sweden are covered by the ITP 
plan and, where applicable, a supplementary pension plan – Volvo 
Management Pension (VMP). On average, the contributions for 
members of EMT is 28–35 per cent of the pensionable salary. Disa-
bility benefits follow the ITP and VMP regulations.

For members of EMT employed outside of Sweden, varying pen-
sion terms and conditions apply, depending upon the country of 
employment. 

Volvo Car Group’s outstanding post-employment benefits obliga-
tions to former CEO’s and EMT amounted to MSEK 52 (59) ((61)).

In March, the EMT and the CEO decided to reduce their salaries 
with 15 per cent for the second quarter, when many of the employees 
were working part-time due to the Covid-19 situation.

Other long-term benefits
Apart from the compensation accounted for under Incentive 
 programmes, EMT does not have any other long-term benefits. 

Incentive programmes

Short-term incentive programmes
Volvo Bonus
The Volvo Bonus programme is a programme that includes all Volvo 
Car employees. The purpose of the Volvo Bonus is to strengthen 
global alignment among employees around Volvo Car Group's vision, 
objectives and strategies and to encourage all employees to achieve 
and exceed the business plan targets. The qualifier for the Volvo 
Bonus is that the Volvo Car Group profit target (EBIT) is reached. In 
order for the Volvo Bonus to be paid out at all, a minimum acceptable 
performance regarding EBIT needs to be met. This is called the 
threshold level and the remaining two levels (target and maximum) 
increase the bonus paid out in relation to increased performance. 
Depending on the employee´s position, he/she is eligible for a certain 
target level that can be either a fixed amount or a percentage of the 
employee´s annual base salary. The remuneration is paid in cash.  

The financials for the first half year 2020 were severely impacted by 
the Covid-19 pandemic. The Board decided to cancel the Volvo 
Bonus targets for Full Year 2020 and to establish new financial tar-
gets for H2 2020. The bonus amounts were adjusted accordingly to 
only 50 per cent of the full year amount. The corresponding change 
was done for the profit target (EBIT) included as an element in the 
STVP as the same principles are applied in the two programmes. 

STVP for Senior Leaders
The STVP for Senior Leaders is an incentive programme for the CEO, 
EMT and certain senior executives. The purpose of the STVP for Sen-
ior Leaders is to support the corporate strategy and the transforma-
tion of Volvo Cars. To reach maximum pay-out a number of perfor-
mance targets must be reached. Targets include Volvo Car Group 
profit target (EBIT), but also other targets related to quality and trans-
formation activitites. The STVP for Senior Leaders is based on a per-
centage of annual base salary and the remuneration is paid in cash. 

Liability and cost
The cost for the Volvo Bonus and STVP programmes amounted to 
MSEK 1,105 (1,402) including social security expenses, of which 
MSEK 56 (52) was related to EMT. For 2018 the threshold level was 
not met and the Board of Directors decided that no Volvo Bonus 
should be paid out.
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Long-term incentive programmes
LTVP
The purpose of the LTVP-programme is to attract, motivate and 
retain key competence within Volvo Car Group. The LTVP-programme 
is based on calculated market value of Volvo Car Group over three 
years. As Volvo Car Group has not been listed, no official market value 
has been available. Hence, the LTVP programmes for previous years 
are based on a synthetic share price derived from variables known to 
determine the value of an automotive OEM. Valuation of Volvo Car 
Group is based on the 4-year business plan and trading multiples for 
listed peers. The business plan is adopted annually by the Board. The 
valuation of Volvo Cars has been done by an external party and in two 
ways;

i)  through discounted cash flow analysis of Volvo Cars estimated 
future cash flows, based on Volvo Cars latest business plan four 
years ahead and certain key assumptions; and 

ii)  through comparable market analysis based on peer group analysis. 

Depending on the participant's position they receive a LTVP bonus 
award equivalent to a certain percentage of their annual base salary. 
Each LTVP award has a vesting period of three years and is paid out 
in cash. The cash amount paid depends on the valuation of Volvo 
Cars on the vesting date, three years after grant and the achievment 
of financial performance factors. From 2020, the LTVP includes two 
performance factors related to profit (EBIT) and revenue growth 
which can increase or decrease the payment, depending on target 
achievement.

The programme is capped to a maximum of 300 per cent of the 
value of the award at grant. To be eligible for pay-out, the employee 
must remain within Volvo Car Group on the pay-out date. 

Other long term incentives
In addition to the LTVP program there are individual agreements 
with members of management that are classified as long term. 
These agreements also refer to performance for periods prior to 
2020.

Liability and cost
The cost for the LTVP-programme amounted to MSEK 110 (130) 
((149)) including social security expenses, of which MSEK 34 (36) 
((41)) was related to EMT. The total liability amounted to MSEK 180 
(214) ((221)).

Share-based incentive programmes
Volvo Car AB programme
During 2015, Volvo Car AB’s (publ.) subsidiary Volvo Car Corpora-
tion issued 1,359 warrants with the right to subscribe for shares in 
Volvo Car Corporation, which the parent company decided to offer to 
a number of members of management and Board of Directors to pur-
chase. The purchase was made at fair market value in accordance 
with an external valuation. Each warrant gives the right to subscribe 
for one share in Volvo Car Corporation for a predetermined amount 
under certain periods during the years 2016–2021.

In case a participant is no longer employed, and also during other 
specified circumstances, the parent company has an option to 
redeem the warrants. During the duration of the programme the par-
ticipants (i.e. the holders of the warrants) at certain predetermined 
periods have an option to sell the warrants at fair market value to 
Volvo Car AB (publ.). 

The terms of the agreement is from year 2016 to 2021. The war-
rants have been valued at fair market value by an external party. The 
valuation has been made based on all material conditions in the agree-
ment in accordance with the Black & Scholes model. The valuation 
has been made based on the following assumptions: 

• Market value of the warrants has been determined to SEK 271,194  
(214,775) ((244,785)) as per December 31

• The duration for the warrants has been determined to six years (6) 
((6)).

• The volatility has been determined as 40 (30) ((30)) per cent.
• Assessed risk free interest has been determined to –0.38 (–0.34) 

((–0.30)) per cent.

Considering a weighted assessment of the conditions in the agree-
ment the programme is accounted for as a share-based programme 
that will be cash-settled and is therefore accounted for as a financial 
liability at fair value through the income statement, with changes to 
fair value recognised as a financial expense or income. 

As the participants have been offered to purchase the warrants at 
fair market value the programme will not render any personnel costs.

TSEK, 2020
Number of 

warrants
Assessed fair 
market value

At the beginning of the year 567 121,777

Used/redeemed — —

Sold during the year — —

Change in valuation — 31,990

At the end of the year 567 153,767

TSEK, 2019
Number of 

warrants
Assessed fair 
market value

At the beginning of the year 1,274 311,856

Used/redeemed –719 –176,000

Sold during the year 12 2,937

Change in valuation — –17,016

At the end of the year 567 121,777

TSEK, 2018
Number of 

warrants
Assessed fair 
market value

At the beginning of the year 1,305 220,672

Used/redeemed –31 –5,242

Change in valuation — 96,426

At the end of the year 1,274 311,856

As the accounting is made at fair value, there is no difference 
between book value and fair value. The fair value is based on a valua-
tion by an external party.

Specification of warrant programme, 2020
Number of 

warrants

CEO and Board of Directors 420

Other members of EMT 147

Total 567

Specification of warrant programme, 2019
Number of 

warrants

CEO and Board of Directors 420

Other members of EMT 147

Total 567

Specification of warrant programme, 2018
Number of 

warrants

CEO and Board of Directors 590

Other members of EMT 684

Total 1,274
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2020 2019

Compensation to Executive Management Team (EMT)3), 
TSEK Salary1)

Variable 
pay2)

Long  
term  

variable 
pay2)

Social 
security 

expenses 
(of which 

pension 
expenses) Salary1)

Variable 
pay2)

Long  
term  

variable 
pay2)

Social 
security 

expenses 
(of which 

pension 
expenses)

Håkan Samuelsson, CEO in Volvo Car Corporation 13,835 14,250 21,704
13,944
(8,861) 14,440 14,250 7,040

12,954
(8,862)

Other members of EMT 69,355 27,947 18,563
60,307
(21,167) 76,525 27,543 20,036

58,520
(17,817)

Total 83,190 42,197 40,267
74,251

(30,028) 90,965 41,793 27,076
71,474

(26,679)

2018

Compensation to Executive Management Team (EMT)3), 
TSEK Salary1)

Variable 
pay2)

Long  
term  

variable 
pay2)

Social 
security 

expenses 
(of which 

pension 
expenses)

Håkan Samuelsson, CEO in Volvo Car Corporation 12,807 — 6,658
10,647
(7,463)

Other members of EMT 65,655 7,843 24,273
41,928

(15,748)

Total 78,462 7,843 30,931
52,575

(23,211)

1)  Includes benefits such as housing and company car.
2)  Includes STVP and LTVP respectively, and also other additional short and long term variable pay in accordance with individual agreements. Long term variable pay 

also includes payments related to performance in previous periods. 
3) The Executive Management Team (EMT) consists of the CEO in Volvo Car Corporation and key management personnel other than Board members, in total   
10 (12) ((15)). Up until November 2020 EMT consisted of 12 members.

Liability and cost
During the duration of the programme the participants, at certain 
predetermined periods, between year 2016–2021, have an option to 
sell the received warrants at fair value to Volvo Car AB (publ.). The 
warrants have been acquired by the participants at fair value, why 
the programme will not render any personnel cost. 

Polestar programme
During 2019, Volvo Car AB (publ.), through its subsidiary Volvo Car 
Corporation launched a share based incentive programme to certain 
members of the Executive Management of Volvo Car Group and 
Polestar Group. Each participant was offered to purchase shares in 
Volvo Car Group's subsidiary PSINV AB, which in turn owns shares 
in Volvo Car Group´s joint venture Polestar Automotive Holding Lim-
ited and hence the participants are indirectly minority owners of the 
Polestar Group. The investment was made at fair market value in 
accordance with an external valuation. In case a participant is no 
longer employed, and during other specified certain predetermined 
periods, the participants (i.e the shareholders) have an option to sell 
the shares at fair market value to Volvo Cars and at the same time 
Volvo Cars has an option to repurchase the shares from the partici-
pants. At the time of the transaction, the fair value of each share was 
determined to SEK 1,000. In total 38,125 number of shares have 
been acquired by the participants, which corresponds to an indirect 
ownership in the Polestar Group of 0.17 per cent.

The programme runs until 30 June 2029 and will thereafter be pro-
longed as long as none of the parties terminates the agreement. The 
shares have been valued at fair market value by an external party. 

TSEK
Number of 

shares
Assessed fair 
market value

Total number sold to participants 38,125 38,125

Redeemed during the year — —

Sold during the year — —

Change in valuation — —

At the end of the year 38,125 38,125

As the accounting is made at fair value, there is no difference 
between book value and fair value. The fair value is based on a valua-
tion by an external party. 

Specification of share programme
Number of 

shares

CEO and Board of Directors in Volvo Car Group 12,500

Other members of EMT in Volvo Car Group 8,375

Members of Polestar Board and management 17,250

Total 38,125
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NOTE 9 –  DEPRECIATION AND AMORTISATION  

ACCOUNTING PRINCIPLES

Amortisation methods for intangible assets 
Intangible assets with definite useful lives are amortised on a 
straight-line basis over their respective expected useful lives. The 
amortisation period for contractual rights such as licences does not 
exceed the contract period. All intangible assets are considered to 
have a definite useful life, with the exception of goodwill and trade-
marks. Trademarks are assumed to have indefinite useful lives since 
Volvo Car Group has the right and the intention to continue to use the 
trademarks for the foreseeable future, while generating net positive 
cash flows for Volvo Car Group. Intangible assets with an indefinite 
useful life are not amortised. The following useful lives are applied:

Dealer network 30 years

Software 3–8 years

Capitalised development costs 3–10 years

Patents, licences and similar rights 3–10 years

Amortisation is included in cost of sales, research and development 
expenses as well as selling or administrative expenses depending on 
what way the assets have been used.

Depreciation methods for tangible assets
Tangible assets are systematically depreciated over the expected 
useful life of the asset. Each part of a tangible assets, with a cost that 
is significant in relation to the total cost of the item, is depreciated 
separately when the useful life for the part differs from the useful life 
of the other parts of the item. Land is assumed to have an indefinite 
useful life and is not depreciated. 

Vehicles sold combined with a repurchase commitment are depre-
ciated evenly over their respective useful lives. They are depreciated 
from their original acquisition cost to their expected residual value, 
being the estimated net realisable value, at the end of the lease term. 
If the market value of these vehicles is lower than the originally set 
residual value, the depreciations made are adjusted during the con-
tract period. 

The following useful lives are applied in Volvo Car Group:

Buildings 14.5–50 years

Land improvements 30 years

Machinery 8–30 years 

Equipment 3–20 years 

Depreciation is included in cost of sales, research and development 
expenses as well as selling or administrative expenses depending on 
how the assets have been used.

Impairment of Assets
The carrying amount of tangible and intangible assets with definite 
useful lives are tested whenever events or changes in circumstances 
indicate that the value of the asset will not be recovered. Intangible 
assets that have an indefinite useful life as well as assets that are not 
yet available for use are not subject for amortisation and are tested 
for impairment at least annually or whenever there is an indication 
that the value will not be recoverable. 

When performing an impairment test, the asset’s recoverable 
amount is calculated. The recoverable amount is the higher of an 
asset’s fair value less costs to sell or value in use. Value in use is 
defined as the present value of the future cash flows expected to be 
derived from an asset. For the purpose of assessing impairment, 
assets are grouped in cash-generating units. If the recoverable 
amount is lower than the carrying value, an impairment loss is recog-

nised. Previously recognised impairment losses are reversed, with 
the exception of goodwill, if reasons for the previously made impair-
ment no longer exist. An impairment loss is reversed only to the 
extent that the asset’s carrying amount after reversal does not 
exceed the carrying amount, net of amortisation, which would have 
been recognised if no impairment loss had been recognised.

CRITICAL ACCOUNTING ESTIMATES 
AND JUDGEMENTS

The useful life of intangible assets is to a large extent based on his-
torical experience, expected application as well as other individual 
characteristics of the asset. The useful life of the assets are regularly 
assessed and adjusted if necessary. 

In order to test an asset or a group of assets for impairment several 
estimates need to be performed, which are further described in Note 
15– Intangible assets and Note 16 –Tangible assets.

Operating income includes  
depreciation and amortisation  
as specified below: 2020 2019 2018

Software –288 –287 –213

Capitalised development costs3) –4,051 –4,872 –4,563

Other intangible assets –514 –472 –434

Buildings and land improvements1)2) –1,858 –1,839 –719

Machinery and equipment1)2) –7,394 –7,673 –6,974

Assets under operating leases –344 –405 –310

Total –14,449 –15,548 –13,213

Depreciation and amortisation  
according to plan by function: 2020 2019 2018

Cost of sales1)2) –8,060 –8,550 –7,340

Research and development 
expenses3) –4,635 –5,357 –4,944

Selling expenses1)2) –507 –496 –201

Administrative expenses –999 –808 –499

Other income and expense –248 –337 –229

Total –14,449 –15,548 –13,213

1)  Depreciation expense related to Buildings and land improvements include 
Right-of-use asset of MSEK –994 (–981) ((—)) and Machinery and equip-
ment Right-of-use-asset of MSEK –277 (–221) (( —)).

2)  Of which impairment loss MSEK –22 (–10) ((–66)).
3)  The amortisation expenses have decreased by MSEK 666 (—) ((—)), due to 

adjustments of the useful life period to reflect updated assumptions and cycle plan 
changes.

NOTE 10 – GOVERNMENT GRANTS

ACCOUNTING PRINCIPLES

Government grants are recognised in the financial statements in 
accordance with their purpose, either as a reduction of expense or as 
a reduction of the carrying amount of the asset. Government grants 
recognised for as a cost reduction, are recognised in the same peri-
ods as the expenses for which the grant was intended to compen-
sate for has occurred. Government grants related to acquiring assets 
are deducted from the carrying amount of the asset and are recog-
nised in the income statement over the life of a depreciable asset as 
a reduced depreciation expense. In cases where the received gov-
ernment grant is not intended to compensate for any expenses or the 
acquisition of assets it is recognised as other income. Government 
grants for future expenses are recognised as deferred income.
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NOTE 13 –  INVESTMENTS IN JOINT VENTURES 

AND ASSOCIATES

ACCOUNTING PRINCIPLES

Joint ventures refer to joint arrangements whereby Volvo Car Group 
together with one or more parties have joint control and rights to the 
net assets of the arrangements. 

Associated companies are companies in which Volvo Car Group 
has got a significant but not controlling influence, which generally is 
when Volvo Car Group holds between 20 and 50 per cent of the 
shares, but it also includes investments with less participation if sig-
nificant influence is proven based on other facts and circumstances. 

Investments in joint ventures and associated companies are rec-
ognised in accordance with the equity method and are initially valued 
at acquisition cost. Volvo Car Group’s share of post-acquisition profit 
or loss is recognised in the income statement, and its share of post- 
acquisition movements in other comprehensive income is recog-
nised in other comprehensive income, with a corresponding adjust-
ment to the carrying amount of the investment. When Volvo Car 
Group’s share of losses in an associate equals or exceeds its interest 
in the associate, Volvo Cars does not recognise further losses unless 
it has incurred legal or constructive obligations in relation to the 
associate or joint venture. 

CRITICAL ACCOUNTING ESTIMATES 
AND JUDGEMENTS

The critical judgement in terms of associates refer to situations 
where Volvo Car Group has got a voting power of less than 20 per 
cent but based on other facts and circumstances could have signifi-
cant influence over a company. This could be based on the content of 
a shareholder agreement or other market-based assumptions and 
other relationship-based facts. The judgement that is made is 
whether Volvo Car Group based on these identified facts and cir-
cumstances could conclude on significant influence. Currently Volvo 
Car Group do not recognise any associate with a voting power of less 
than 20 per cent. 

In terms of a joint venture the judgement is whether joint control 
really exists when other facts and circumstances are taken into con-
sideration.

CRITICAL ACCOUNTING ESTIMATES 
AND JUDGEMENTS

A government grant is recognised when there is reasonable assur-
ance that Volvo Car Group will comply with the conditions attached 
to the grant and that the grant will be received. 

Judgement includes assessing if Volvo Car Group is in compliance 
with the prerequisites in the contract or not and if there is a potential 
risk of repayment if these prerequisites are breached during the con-
tract period. As of today Volvo Car Group's assessment is that there 
are no government grants received where there is a risk of material  
repayments. 

Volvo Car Group receives grants from several parties, mainly from the 
Swedish, American, Chinese and Belgian Governments as well as 
from the European Union. During 2020, as an effect of the ongoing 
Covid-19 pandemic, governmental support has also been received 
from several other Governments worldwide. In 2020, the govern-
ment grants received amounted to MSEK 1,340 (1,177) ((3,058)) and 
the government grants realised in the income statement amounted to 
MSEK 1,811 (741) ((2,243)). Of the government grants realised in the 
income statement, MSEK 1,013 (—) ((—)) was recognised as an effect 
of the Covid-19 pandemic, mainly related to support for temporary 
lay-offs in Sweden and tax subsidies in China. In other countries 
where Volvo Car Group has many employees, such as Belgium and 
the US, employees have received the support directly. Furthermore, 
grants of MSEK 625 (138) ((35)) related to support of production 
facilities of new car models has reduced the carrying amount of the 
related machinery and equipment, of which MSEK — (138) ((35)) has 
been received. 

Non-monetary government grants have been received in China, 
mainly in the form of rent-free office and factory premises, and in the 
US in the form of reduced lease fees related to office premises and 
manufacturing site.  

NOTE 11 – FINANCIAL INCOME

ACCOUNTING PRINCIPLES

Financial income consist of interest income on interest bearing assets 
in accordance to the effective interest method, fair value changes on 
equity holdings and fair value changes on financial derivatives catego-
rised as both level 2 and level 3 instruments and finally received divi-
dends. Information with regards to the classification of financial 
instruments, see Note 20 Financial risks and Financial instruments.

2020 2019 2018

Interest income on bank deposits 541 511 407

Interest income from related parties 134 61 —

Fair value through profit and loss1) 1,943 3 —

Total 2,618 575 407

1)  Including fair value changes related to shares, warrants and earn-out  shares in 
Luminar.

NOTE 12 – FINANCIAL EXPENSES

2020 2019 2018

Net foreign exchange rate losses on 
financing activities –55 –77 –96

Interest effect from the measurement 
of  repurchase obligations –175 –187 –185

Interest expenses related to provi-
sions for  post-employment benefits –208 –216 –175

Expenses for credit facilities –52 –77 –458

Interest expenses to related parties –1 –2 –2

Interest expenses –756 –796 –584

Interest expenses related to lease  
liabilities –209 –242 —

Other financial expenses –132 –113 –175

Total –1,588 –1,710 –1,675



HISTORICAL FINANCIAL INFORMATION

INVITATION TO ACQUIRE SHARES IN VOLVO CAR AB (PUBL)  F-39

Volvo Car Group’s carrying amount on investments  
in joint ventures and associates: Corp. ID no.

Country of 
 incorporation % interest held

Dec 31, 
2020

Dec 31, 
2019

Dec 31, 
2018

Joint ventures

Volvo Trademark Holding AB 556567-0428 Sweden 50 6 6 5

V2 Plug-In Hybrid Vehicle Partnership HB1) 969741-9175 Sweden 50 132 232 197

Volvofinans Bank AB2) 556069-0967 Sweden 50 2,649 2,427 2,267

VH Systems AB 556820-9455 Sweden 50 38 37 41

Zenuity AB3) 559073-6871 Sweden 50 — — —

World of Volvo AB8) 559233-9849 Sweden 50 113 — —

VCFS Germany GmbH HRB 85091 Germany 50 2 1 1

VCIS Germany GmbH HRB 86800 Germany 50 4 5 3

Volvo Car Financial Services UK Ltd9) 12718441 United Kingdom 50 388 — —

Polestar Automotive (Shanghai) Co., Ltd5) 91310000MA1FL17P99 China 50 1,817 2,998 1,288

Polestar Automotive Holding Ltd6) 2942747
Hong Kong, 

China 50 1,406 — —

GV Automobile Technology (Ningbo) Co., Ltd7) 91330201MA2AGKLQ8E China 50 36 34 37

Lynk & Co Investment Co., Ltd4) 91330200MA2AF25Y7B China 30 3,380 3,446 3,126

Associated companies

VCC Tjänstebilar KB 969673-1950 Sweden 50 3 4 3

VCC Försäljnings KB 969712-0153 Sweden 50 2 2 —

Volvohandelns PV Försäljnings KB 916839-7009 Sweden 50 4 4 18

Volvohandelns PV Försäljnings AB 556430-4748 Sweden 50 12 11 11

Volvo Event Management Corporation11) 444517742 Belgium 33 — — 1

Trio Bilservice AB 556199-1059 Sweden 33 — — —

Göteborgs Tekniska College AB 556570-6768 Sweden 26 4 4 5

Leiebilservice AS 879 548 632 Norway 20 1 — —

Carrying amount, participation in joint ventures and associates 9,997 9,211 7,003*

*  During 2020, the internal profit elimination related to sale of licenses and technology to the Polestar Shanghai Group, was reclassified and the comparative figures 
have been adjusted accordingly. 2018 figures have not been restated. For more information see footnote 10).

The share of voting power corresponds to holdings in per cent as per 
above. For practical reasons, some of the joint ventures and associ-
ates are included in the consolidated financial statements with a 
certain time lag, normally one month.

2020 2019 2018

Share of income in joint ventures –355 –171 65

Share of income in associates 3 3 2

Total –352 –168 67

Share of income in joint ventures  
and associates is specified below: 2020 2019 2018

V2 Plug-In Hybrid Vehicle  
Partnership HB1) 365 454 401

Volvofinans Bank AB2) 222 210 187

Zenuity AB3) 297 –657 –540

Lynk & Co Investment Co., Ltd4) 160 237 218

Polestar Automotive (Shanghai) Co., 
Ltd5) 1,129 –414 –214

Polestar Automotive Holding Ltd6) –2,521 — —

Other companies –4 2 15

Total –352 –168 67

Investments in joint ventures and 
associates

Dec 31, 
2020

Dec 31, 
2019

Dec 31, 
2018

At beginning of the year/acquired 
acquisition value 9,211 8,256* 5,480

Share of net income –352 –168 67

Investment in Zenuity AB3) 240 550 600

Investment in Polestar Automotive 
Holding Ltd6) 3,773 — —

Investment in World of Volvo AB8) 125 — —

Investment in Volvo Car Financial 
Services UK Ltd9) 388 — —

Investment in GV Automobile  
Technology (Ningbo) Co. Ltd7) — — 37

Reclassification from subsidaries to 
joint venture5) 1,887

Reversal internal profit elimination5) 6) –213 –341 –1,252

Capital injection into joint venture 
under common control5) — 1,153 846

Shareholder transaction in joint  
venture under common control5) –1,901 — —

Obligation to cover accumulated 
losses classified as Non-current  
liabilities3) –210 107 –59

Capital repayment V2 Plug-In Hybrid 
Vehicle Partnership HB1) –464 –418 –464

Dividends –333 –67 –240

Translation difference –267 139 101

Total10) 9,997 9,211 7,003*
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1)  V2 Plug-In Hybrid Vehicle Partnership HB is a joint venture between Volvo 
Car PHEV Holding AB and Vattenfall PHEV Holding AB. Volvo Car Group and 
Vattenfall have together developed the world’s first diesel- powered hybrid 
car, which can be driven as an ordinary diesel car, as a hybrid, or as a fully 
electric car. During 2020, V2 Plug-In Hybrid Vehicle Partnership HB provided 
a repayment of MSEK 464 (418) ((464)) to Volvo Car PHEV Holding AB. 

2)  Volvofinans Bank AB is a joint venture between Volvo Car Corporation and AB 
Volverkinvest. In Sweden, Volvofinans Bank AB is the leading bank within 
vehicle financing services.

3)  Zenuity AB was until June 30, 2020 a joint venture between Volvo Car Cor-
poration and Veoneer Sweden AB. On July 1, Zenuity AB became a joint ven-
ture between the wholly-owned subsidiary Zenseact AB and Veoneer Swe-
den AB. The purpose of the company was to develop software for autonomous 
driving and driver assistance systems. In April 2020 the business was divided 
into two parts in order for the owners Volvo Car Group and Veoneer, to focus 
more effectively on their respective strategies. On July 1, the two companies 
signed and implemented the final agreement whereby Volvo Car Group 
acquired, through a wholly- owned stand-alone subsidiary Zenseact AB, cer-
tain assets and liabilities of Zenuity AB. The purpose of Zenuity AB, after the 
final agreement is to hold ownership of IP-rights and will have no other oper-
ations since all product development and personnel have been transferred to 
Volvo Car Group and Veoneer. Due to the fact that Volvo Car Group, together 
with the other investor, was obligated to cover the accumulated losses in 
Zenuity AB that was larger than the accumulated investment, a non-current 
liability were recognised in prior years, see Note 26 – Other non-current liabil-
ities.

4)  The joint venture company Lynk & Co Investment Co., Ltd is an establishment 
between Volvo Cars (China) Investment Co., Ltd, (30 per cent), Zhejiang Jirun 
Automobile Co., Ltd (50 per cent) and Zhejiang Haoqing Automobile Manu-
facturing Co., Ltd (20 per cent ). The principal activity of the Lynk & Co Invest-
ment Co., Ltd is to engage in the manufacturing and sale of vechicles under 
the "Lynk & Co" brand, and support after-sale services relating thereto.

5)  In September 2018, Zhejiang Geely Holding Group Co., Ltd (Geely Group) 
subscribed for 50 per cent of the equity in Polestar Automotive (Shanghai) 
Co., Ltd, the parent company in the Polestar Shanghai Group, resulting in 
Polestar Shanghai Group being jointly owned by Volvo Car Group and Zhe-
jiang Geely Holding Group Co., Ltd. In connection with the Geely investment, 
a shareholders agreement was signed between Volvo Cars (China) Invest-
ment Co., Ltd and Zhejiang Geely Holding Group Co., Ltd giving the owners 
joint control over the Polestar Shanghai Group. In 2019 and 2018, subsequent 
to the initial investment, Geely Group injected capital into Polestar Automo-
tive (Shanghai) Co., Ltd. which increased Volvo Car Group's investment in the 
joint venture with MSEK 1,153 (846). 

   In mid September 2020, according to a restructuring plan, Polestar Auto-
motive (Shanghai) Co., Ltd ceased its business operation and transfered all its 
subsidiaries to a newly created holding company registered in Singapore. 
Since September 2020, Polestar Automotive (Shanghai) Co., Ltd is a stand-
alone company jointly owned by Volvo Cars (China) Investment Co., Ltd and 
Zhejiang Geely Holding Group Co., Ltd. During the autumn Polestar Automo-
tive (Shanghai) Co., Ltd have also transferred all its non-cash assets and liabil-
ities and personnel to the newly formed Polestar Holding Group with only 
assets being cash remaining on its balance sheet. In December 2020, Zhe-
jiang Geely Holding Group Co., Ltd and Volvo Cars (China) Investment Co., Ltd 
signed a capital reduction agreement where Geely Group have in view to with-
draw its investment from Polestar Automotive (Shanghai) Co., Ltd. As a result 
of the capital reduction, Geely Group ceased to be a shareholder of Polestar 
Automotive (Shanghai) Co., Ltd and the joint venture company was in January 
2021 converted into a wholly-owned subsidiary of Volvo Cars (China) Invest-

ment Co., Ltd. It is the agreement between Zhejiang Geely Holding Group 
Co., Ltd and Volvo Cars (China) Investment Co., Ltd that the capital reduction 
and potential liquidation would altogether allow the two shareholders to 
achieve a return of their respective initial investment. As a consequence of the 
capital reduction agreement, Volvo Car Group's share value has been reflected 
accordingly through equity as a shareholder transaction.

6)  In May 2020, the joint venture company Polestar Automotive Holding Ltd 
was established between Volvo Car Group's wholly owned subsidiary Snita 
Holding B.V. 50 per cent shareholding and PSD Investment Ltd. The purpose 
of the establishment of Polestar Automotive Holding Ltd is to be the parent 
company in the new Polestar Automotive Holding Group. In mid September 
2020, Polestar Automotive Holding Ltd's new established wholly-owned 
subsidiary, Polestar Automotive (Singapore) Pte. Ltd, acquired all the shares 
in Polestar Performance AB including its subsidiaries, Polestar Holding AB 
and Polestar Automotive Shanghai Co., Ltd including its subsidiaries from 
Polestar Automotive (Shanghai) Co., Ltd. According to the restructuring plan, 
the business operation in the underlying subsidiaries were also transfered to 
Polestar Automotive (Singapore) Pte. Ltd. The restructuring of the Polestar 
Group as such, has not had any effect on Volvo Car Groups’ interest in Polestar 
Group’s underlying operational activities. In November 2020, Snita Holding 
B.V. sold 0.86 per cent of its shares in Polestar Automotive Holding Ltd to 
PSINV AB, another subsidiary within Volvo Car Group. 

7)  GV Automobile Technology (Ningbo) Co., Ltd is a joint venture between Volvo 
Car Corporation and Ningbo Geely Automobile Research & Development Co., 
Ltd. The purpose of the company is to coordinate engineering of shared tech-
nologies and common sourcing in order to reach industrial synergies and eco-
nomics of scale. The GV Automobile Technology Group consists of the parent 
company GV Automobile Technology (Ningbo) Co., Ltd and its subsidiary GV 
Technology Sweden AB.

8)  World of Volvo AB is a joint venture between Volvo Car Corporation and AB 
Volvo (publ.). The purpose of the company is to reinforce the Volvo brand posi-
tion and the Volvo trademark by creating a new centrally- located premium 
brand experience center, which will include the Volvo Museum, in Gothen-
burg, Sweden

9)  In November 2020, the joint venture company Volvo Car Financial Services 
UK Ltd was established between Volvo Car Corporation and Santander Con-
sumer (UK) Plc. The purpose of the company is to provide financial services in 
the UK market and improve dealer and customer satisfaction.

10)  During 2020, the internal profit elimination related to sale of licenses and 
technology to the Polestar Shanghai Group, was reclassified and the compar-
ative figures have been adjusted accordingly. The effect in 2019 and 2018 
was MSEK 1,803 (1,253) on investments in joint ventures and associates, 
MSEK 1,558 (1,253) on Other non-current liabilities and MSEK 245 (—) on 
Current liabilities. Figures for 2018 have not been restated or adjusted 
according to the above reclassification. 

11)  Volvo Event Management Corporation was liquidated in December 2019.
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The following tables present summarised financial information for the Volvo Car Group’s material joint ventures.

 Volvofinans  
Bank AB2) 17) Zenuity AB3) 18)

 Lynk & Co Investment  
Co., Ltd4) 19) 

Summarised balance sheets 2020 2019 2018 2020 2019 2018 2020 2019 2018

Percentage voting/ownership 50 50 50 50 50 50 30 30 30

Non-current assets 37,390 37,162 37,393 — 456 474 14,093 13,126 9,211

Cash and cash equivalents 2,357 2,622 1,185 232 326 498 826 2,134 624

Other current assets 4,352 4,474 4,734 2,139 176 162 15,058 9,165 10,477

Total assets 44,099 44,258 43,312 2,371 958 1,134 29,977 24,425 20,312

Equity11) 4,546 4,103 3,782 2,364 697 910 11,230 11,448 10,442

Non-current liabilities11) 12) 13) 37,084 37,659 37,077 — 40 51 4,609 3,377 430

Current liabilities14) 15) 16) 2,469 2,496 2,453 7 221 173 14,138 9,600 9,440

Total equity and liabilities 44,099 44,258 43,312 2,371 958 1,134 29,977 24,425 20,312

Polestar Automotive  
(Shanghai) Co., Ltd5) 20) Polestar Automotive Holding Ltd 6) 21)

Summarised balance sheets 2020 2019 2018 2020 2019 2018

Percentage voting/ownership 50 50 50 50 — —

Non-current assets 7 10,094 5,691 12,743 — —

Cash and cash equivalents 7,429 2,178 2,283 6,627 — —

Other current assets — 2,723 3,886 2,995 — —

Total assets 7,436 14,995 11,860 22,365 — —

Equity11) 7,436 6,075 5,051 6,144 — —

Non-current liabilities11) 12) 13) — 145 24 651 — —

Current liabilities14) 15) 16) — 8,775 6,785 15,570 — —

Total equity and liabilities 7,436 14,995 11,860 22,365 — —

12)  Equity and non-current liabilities are adjusted with the portion of untaxed reserves where appropriate. 
13)  In Volvofinans Bank AB, the non-current liabilities include financial liabilities of MSEK 36,093 (36,775) ((35,879)). 
14)  In Lynk & Co Investment Co., Ltd, the non-current liabilities include financial liabilities of MSEK 1,251 (—) ((—)).
15)  In Polestar Automotive (Shanghai) Co.,Ltd, the current liabilities include financial liabilities of MSEK — (4,980) ((4,737)).
16)  In Polestar Automotive Holding Ltd, the current liabilities include financial liabilities of MSEK 2,921 (—) ((—)).
17)  In Lynk & Co Investment Co., Ltd, the current liabilities include financial liabilities of MSEK 1,251 (—) ((—)).
18)  Volvofinans Bank AB’s equity share in the Volvo Car Group is included with a time lag of a quarter.
19)  2020: The figures include the consolidated figures from Zenuity AB and its subsidiaries Zenuity GmbH, Zenuity Inc and Zenuity Software Technology Co., Ltd up until 

30 June 2020. Thereafter Zenuity AB is a stand alone company.
  2019 & 2018: The figures include the consolidated figures from Zenuity AB and its subsidiaries Zenuity GmbH, Zenuity Inc and Zenuity Software Technology Co., Ltd.
20)  2020: The figures include the consolidated figures from Lynk & Co Investment Co., Ltd and its subsidiaries Kai Yue Zhangjiakou Component Manufacturing Co., Ltd, 

Lynk & Co Automobile Sales Co., Ltd, Lynk & Co Automobile(Taizhou) Co., Ltd, Lynk & Co International AB, Lynk & Co Hong Kong International Co., Ltd, Lynk & Co 
Europe AB, Yuyao Lynk &Co Automobile Part Co., Ltd, Chengdu Lynk & Co Automobile Co., Ltd , Lynk & Co Automobile (Zhang Jiakou) Co., Ltd, Lynk & Co Sales 
Belgium Ltd, Lynk & Co Sales Sweden AB, Lynk & Co Sales Italy S.R.L, Lynk & Co Sales France SAS, Lynk & Co Sales Germany GmbH and Lynk & Co Sales Spain S.L.

  2019: The figures include the consolidated figures from Lynk & Co Investment Co., Ltd and its subsidiaries Kai Yue Zhangjiakou Component Manufacturing Co., Ltd, 
Lynk & Co Automobile Sales Co., Ltd, Lynk & Co Auto Technology (Taizhou) Co., Ltd, Lynk & Co International AB, Lynk & Co Hong Kong Investment Co., Ltd, Lynk & 
Co Europe AB and Yuyao Lynk & Co Automobile Part Co., Ltd. 

  2018 : The figures include the consolidated figures from Lynk & Co Invest ment Co., Ltd and its subsidiaries Kai Yue Zhangjiakou Component Manufacturing Co., Ltd, 
Lynk & Co Automobile Sales Co., Ltd, Lynk & Co Auto Technology (Taizhou) Co., Ltd, Lynk & Co International AB, Lynk & Co Hong Kong Investment Co., Ltd and Lynk 
& Co Europe AB.

21)  2020: The figures include the consolidated figures from Polestar Automotive (Shanghai) Co., Ltd and its subsidiaries, Polestar Holding AB, Polestar Performance AB, 
Polestar Automotive Sweden AB, Polestar Automotive USA Inc, Polestar Automotive UK Ltd, Polestar Automotive Canada Inc, Polestar Automotive Norway AS, 
Polestar Automotive Netherlands B.V., Polestar Automotive Germany GmbH, Polestar Automotive Belgium BV, Polestar Automotive Switzerland AG, Polestar Auto-
motive Shanghai Co., Ltd, Polestar Consulting Service (Shanghai) Co., Ltd, Polestar Automotive China Distribution Co., Ltd, Polestar Automotive China Distribution 
Co., Ltd (Taizhou) and Polestar New Energy Vehicle Co., Ltd up until mid September 2020. Thereafter Polestar Automotive (Shanghai) Co., Ltd is a stand alone com-
pany.

  2019: The figures include the consolidated figures from Polestar Automotive (Shanghai) Co., Ltd and its subsidiaries Polestar Performance AB, Polestar Holding AB, 
Polestar New Energy Vehicle Co., Ltd, Polestar Automotive Consulting Service (Shanghai) Co., Ltd, Polestar Automotive China Distribution Co., Ltd, Polestar Automo-
tive USA Inc, Polestar Automotive UK Ltd, Polestar Automotive Netherlands B.V., Polestar Automotive Norway AS, Polestar Automotive Canada Inc, Polestar Auto-
motive Belgium BV, Polestar Automotive Germany GmbH and Polestar Automotive Sweden AB.

  2018: The figures include the consolidated figures from Polestar Automotive (Shanghai) Co., Ltd and its subsidiaries Polestar Performance AB, Polestar Holding AB, 
Polestar New Energy Vehicle Co., Ltd and Polestar Automotive USA Inc.

22)   2020: The figures include the consolidated figures from Polestar Automotive Holding Ltd and its subsidiaries Polestar Automotive (Singapore) Pte. Ltd, Polestar 
Holding AB, Polestar Performance AB, Polestar Automotive Sweden AB, Polestar Automotive USA Inc, Polestar Automotive UK Ltd, Polestar Automotive Canada Inc, 
Polestar Automotive Norway AS, Polestar Automotive Netherlands B.V., Polestar Automotive Germany GmbH, Polestar Automotive Belgium BV, Polestar Automotive 
Switzerland AG, Polestar Automotive Shanghai Co., Ltd, Polestar Consulting Service (Shanghai) Co., Ltd, Polestar Automotive China Distribution Co., Ltd, Polestar 
Automotive China Distribution Co., Ltd (Taizhou) and Polestar New Energy Vehicle Co., Ltd from mid September 2020.
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 Volvofinans  
Bank AB2) 17) Zenuity AB3) 18)

Lynk & Co Investment  
Co., Ltd4) 19) 

Summarised income statements 2020 2019 2018 2020 2019 2018 2020 2019 2018

Revenue 4,861 4,729 4,419 2,595 35 39 31,708 23,673 22,635

Profit/loss from continuing 
operations22) 23) 24) 25) 26) 364 325 319 1,894 –1,316 –1,086 607 694 764

Profit (loss) for the year 364 325 319 1,894 –1,316 –1,086 607 694 764

Other comprehensive income for the year — — — –3 3 8 9 –9 –4

Total comprehensive income for the year 364 325 319 1,891 –1,313 –1,078 616 685 760

Dividends received from joint  
ventures during the year — 49 240 326 — — — — —

Polestar Automotive  
(Shanghai) Co., Ltd5) 20) Polestar Automotive Holding Ltd 6) 21)

Summarised income statements 2020 2019 2018 2020 2019 2018

Revenue 1,492 721 454 4,048 — —

Profit/loss from continuing 
operations22) 23) 24) 25) 26) –2,380 –1,511 –520 –1,180 — —

Profit (loss) for the year –2,380 –1,511 –520 –1,180 — —

Other comprehensive income for the year –116 85 — 10 — —

Total comprehensive income for the year –2,496 –1,426 –520 –1,170 — —

Dividends received from joint  
ventures during the year — — — — — —

23)  In Volvofinans Bank AB the profit (loss) for the year includes depreciation and amortisation of MSEK –8 (–6) ((–4)) .
24)  In Zenuity AB the profit (loss) for the year includes depreciation and amortisation of MSEK –67 (–113) ((–92)), interest income of MSEK — (5) ((4)) and interest 

expenses of MSEK — (–5)((–3)). 
25)  In Lynk & Co Investment Co., Ltd the profit for the year includes depreciation and amortisation of MSEK  –2,114 (–1,268) ((–877)), interest income of MSEK 38 

(14) ((12)) and interest expenses of MSEK –79 (—) ((—)).
26)  In Polestar Automotive (Shanghai) Co., Ltd the loss for the year includes depreciation and amortisation of MSEK –1,248 (–276)((–33)), interest income of MSEK 

38 (124) ((45)) and interest expenses of MSEK –143 (–174) ((–23)).
27)  In Polestar Automotive Holding Ltd the loss for the year includes depreciation and amortisation of MSEK –632 (—)((—)), interest income of MSEK 4 (—)  ((—)) and 

interest expenses of MSEK –84 (—) ((—)).
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Reconcilation of the summarised financial information presented to the carrying amount of its interest in joint ventures.

Volvofinans  
Bank AB2) 17) Zenuity AB3) 18)

Lynk & Co Investment  
Co., Ltd4) 19) 

Reconciliation of summarised  financial 
information 2020 2019 2018 2020 2019 2018 2020 2019 2018

Net asset of the joint venture 4,546 4,103 3,782 2,364 697 910 11,230 11,448 10,442

Proportion of  Volvo Car Group's
ownership in the joint venture 50% 50% 50% 50% 50% 50% 30% 30% 30%

Adjustments for differences in accounting 
principles — — — 1 1 — — — —

Goodwill 376 376 376 — — — — — —

Adjustments for Common control transaction — — — — — — 11 11 –7

Elimination of intra-group profit — — — –736 –112 — — — —

Capital injection from investors other than 
Volvo Car Group — — — –447 –447 –352 — — —

Obligation to cover accumulated losses  
classified as Non-current liabilities — — — — 210 –103 — — —

Shareholder transaction in joint venture 
under common control5) — — — — — — — — —

Net foreign exchange rate effect — — — — — — — — —

Carrying amount of Volvo Car Group's 
interest in joint ventures 2,649 2,427 2,267 — — — 3,380 3,446 3,126

Polestar Automotive  
(Shanghai) Co., Ltd5) 20) Polestar Automotive Holding Ltd 6) 21)

Reconciliation of summarised  financial 
information 2020 2019 2018 2020 2019 2018

Net asset of the joint venture 7,436 6,075 5,051 6,144 — —

Proportion of  Volvo Car Group's
ownership in the joint venture 50% 50% 50% 50% — —

Adjustments for differences in accounting 
principles — — — — — —

Goodwill — — — — — —

Adjustments for Common control transaction — — — — — —

Elimination of intra-group profit — — –1,238 — — —

Capital injection from investors other than 
Volvo Car Group — — — –1,834 — —

Obligation to cover accumulated losses clas-
sified as Non-current liabilities — — — — — —

Shareholder transaction in joint venture under 
common control5) –1,901 — — — — —

Net foreign exchange rate effect — –40 — 168 — —

Carrying amount of Volvo Car Group's 
interest in joint ventures 1,817 2,998 1,288 1,406 — —

Significant restrictions
For the Chinese joint venture companies, there are some restrictions on the Volvo Car Group's ability to access cash.
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ACCOUNTING PRINCIPLES

Income taxes
Volvo Car Group’s tax expense consists of current tax (including 
witholding tax on license sale to China) and deferred tax. Taxes are 
recognised in the income statement except when the underlying 
transaction is recognised directly in equity or other comprehensive 
income, whereupon related taxation is also recognised in equity or 
other comprehensive income. 

Current tax is tax that must be paid or will be received for the cur-
rent year. Current tax also includes adjustments to current tax attrib-
utable to previous periods. Deferred tax is calculated according to 
the balance sheet method for all temporary differences, with the 
exception of goodwill, that arise between the tax value and the car-
rying amount of assets and liabilities. 

Deferred tax assets and liabilities are measured at the nominal 
amount and at the tax rates that are expected to be applied when the 
asset is realised or the liability is settled, using the tax rates and tax 
rules that have been enacted or substantively enacted at the balance 
sheet date. 

Deferred tax assets relating to deductible temporary differences 
and loss carry-forwards are recognised to the extent it is probable 
that they will be utilised in the future. Deferred tax assets and 
deferred tax liabilities are offset when they are attributable to the 
same taxation authority on either the same taxable entity or different 
taxable entities where there is an intention to settle the balances on 
a net basis and the affected company has a legally adopted right to 
offset tax assets against tax liabilities. 

Tax laws in Sweden and in certain other countries allow compa-
nies to defer tax payments through allocation to untaxed reserves. 
These items are treated as temporary differences in the consolidated 
balance sheet where the untaxed reserves are divided between 
deferred tax liability and equity. In the consolidated income state-
ment an allocation to, or withdrawal from, untaxed reserves is 
divided between deferred taxes and net income for the year.

CRITICAL ACCOUNTING ESTIMATES 
AND JUDGEMENTS

Deferred tax assets 
The recognition of deferred tax assets requires assumptions to be 
made with regard to the level of future taxable income and the timing 
of recovery of deferred tax assets. These assumptions take into con-
sideration forecasted taxable income. The measurement of deferred 
tax assets is subject to uncertainty and the actual result may diverge 
from judgements due to future changes in business climate, altered 
tax laws etc. An assessment is made at each closing date of the like-
lihood that the deferred tax asset will be utilised. If needed the carry-
ing amount of the deferred tax asset will be altered. The judgements 
that have been made may affect net income both positively and neg-
atively.

Income tax recognised in income 
statement 2020 2019 2018

Current income tax for the year –3,221 –3,100 –3,982

Current income tax for previous 
years 20 –41 36

Deferred taxes 1,180 –300 929

Withholding taxes 1) 54 –193 –180

Other taxes 209 69 61

Total –1,758 –3,565 –3,136

1) Withholding tax on royalty and license sales to China

Information regarding current year  
tax expense compared to tax expense  
based on the applicable Swedish tax rate 2020 2019 2018

Income before tax for the year 9,546 13,168 12,917

Tax according to applicable Swedish  
tax rate, 21.4% (21.4%) ((22.0%) –2,043 –2,818 –2,842

Operating income/costs, non-taxable 56 62 –55

Witholding taxes 54 –193 –180

Other taxes, non-taxable 209 69 61

Capital gains or losses, non-taxable –241 –184 –19

Effect of different tax rates –44 –216 18

Tax effect on deferred tax due to  
change of tax rate 238 –62 –84

Revaluation of previously non-valued 
losses and other temporary differences 61 –215 –28

Other –48 –8 –7

Total –1,758 –3,565 –3,136

Income tax recognised  
in other comprehensive income 2020 2019 2018

Deferred tax

Tax effects on cash flow hedge reserve 1,239 –661 –814

Tax effect of remeasurement of provi-
sions for post-employment benefits –212 –792 –404

Tax effects on translation difference of 
hedge instruments of net investments 
in foreign operations 79 –30 –1

Total 1,106 –1,483 –1,219

Specification of deferred tax assets
Dec 31, 

2020
Dec 31, 

2019
Dec 31, 

2018

Goodwill arising from the purchase  
of the net assets of a business 125 161 183

Provision for employee benefits 2,848 2,489 1,715

Unutilised tax loss carry-forwards 5,630 5,441 7,194

Reserve for unrealised income in 
inventory 20 78 19

Provision for warranty 1,275 1,382 1,262

Fair value of financial instruments — 1,074 528

Other temporary differences 6,885 6,370 5,827

Total deferred tax assets 16,783 16,995 16,728

Netting of assets/liabilities –9,619 –9,720 –10,142

Total deferred tax assets, net 7,164 7,275 6,586

Specification of deferred tax liabilities
Dec 31, 

2020
Dec 31, 

2019
Dec 31, 

2018

Fixed assets 8,260 7,771 6,788

Untaxed reserves 44 219 648

Auto lease portfolio 1,984 2,664 3,858

Fair value of financial instruments 202 — —

Other temporary differences 173 41 536

Total deferred tax liabilities 10,663 10,695 11,830

Netting of assets/liabilities –9,619 –9,720 –10,142

Total deferred tax liabilities, net 1,044 975 1,688

Deferred tax assets and deferred tax liabilitites are offset when the 
item relates to income taxes levied by the same taxation authority on 
either the same taxable entity or different taxable entities which 
intend either to settle current tax liabilities and assets on a net basis, 
or to realise the assets and settle the liabilities simultaneously. 

Deferred tax assets are only recognised in countries where Volvo 
Car Group expects to be able to generate corresponding taxable 
income in the future to benefit from tax reductions. 

Significant tax loss carry-forwards are related to countries with 
long or undefinite periods of utilisation, mainly Sweden and the US. 
Of the total MSEK 5,630 (5,441) ((7,194)) recognised deferred tax 

NOTE 14 –  TAXES
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assets related to tax loss carry-forwards, MSEK 5,054 (4,109) 
((4,136)) relates to Sweden with indefinite periods of utilisation. 
MSEK 440 (1,230) ((2,987)) relates to US where tax loss carry-for-
wards are expected to be utilised before expiration date. The 
assessement is that Volvo Car Group will be able to generate suffi-
cient income in the coming years to also utilise the remaining part of 
the recognised amounts.

Deferred tax that may arise on distribution of remaining unre-
stricted earnings of foreign subsidiaries has not been booked, hence 
they can be distributed free of tax or Volvo Car Group may consider 
them permanently reinvested in the subsidiaries.

Changes in deferred tax assets and  
liabilities during the reporting period

Dec 31, 
2020

Dec 31, 
2019

Dec 31, 
2018

Net book value of deferred taxes at January 1 6,300 4,898 2,581

Deferred tax income/expense recognised 
through income statement 1,180 –300 929

Change in deferred taxes recognised  
directly in other comprehensive income –1,106 1,483 1,219

Reclassification2) –17 — —

Exchange rate impact –237 219 169

Net book value of deferred taxes at 
December 31 6,120 6,300 4,898

2)  MSEK –17 (—) ((—)) of deferred tax assets have been reclassified to assets held 
for sale. For more information, see Note 33 – Assets and liabilities held for sale.

Deferred tax assets regarding tax loss carry-forwards are reported to 
the extent that realisation of the related tax benefit through future 
taxable profits is probable also when considering the period during 
which these can be utilised, as described below.

Deferred tax assets have been considered on all tax losses carry 
forward as per 2020 and as of December 31, 2020, the recognised 
tax loss carry-forwards amounted to MSEK 26,804 (25,093) 
((31,682)). The tax value of these tax loss carry-forwards is reported 
as an asset. The final years in which the recognised loss carry-for-
wards can be utilised are shown in the following table.

Tax-loss carry-forwards; year of  
expiration

Dec 31, 
2020

Dec 31, 
2019

Dec 31, 
2018

Due date

2020 — — —

2021 91 — 6

2022 — — 1

2023 — 17 76

2024 33 64 —

2025 17 — —

2026– 26,663 25,012 31,599

Total 26,804 25,093 31,682

ACCOUNTING PRINCIPLES

An intangible asset is recognised when it is identifiable, Volvo Car 
Group controls the asset, the cost can be measured reliably and it is 
expected to generate future economic benefits. Intangible assets 
consist of product development, licences and patents, trademarks, 
goodwill, dealer network and investments in IT-systems and soft-
ware. Intangible assets such as trademarks, goodwill and dealer net-
works are normally identified and measured at fair value in connec-
tion with business combinations. 

Both acquired and internally generated intangible assets are rec-
ognised at acquisition cost, less accumulated amortisation and any 
impairment loss (with the exception of goodwill and trademark). 
Goodwill and trademark are recognised at fair value at the date of the 
acquisition less any accumulated impairment losses. 

Borrowing costs are included in the cost of assets that take a sub-
stantial period of time to get ready for its intended use. Subsequent 
expenditure on intangible assets increases the cost only if it give rise 
to future economic benefit. All other subsequent expenditure is 
expensed in the period in which it incurred.

Capitalised development costs
Volvo Car Group’s research and development activities are divided 
into a concept phase and a product development phase. Costs 
incurred during the concept phase are normally research costs for 
developing new products at an early stage, where the outcome of 
the project is still uncertain and where for example different options 
and alternatives are still evaluated. Research costs during the con-
cept phase are expensed as incurred. 

When a research and development project has developed to the 
extent that there is a definable future product that is assessed to 
generate future economic benefits, the project is considered to be in 
the development phase. Costs for development of new products, 
production systems and software are recognised as an asset if cer-
tain conditions are met. Capitalised development costs are com-
prised of all expenditures that can be directly attributed to the devel-
opment phase and that serve to prepare the asset for use. All other 
development costs are expensed as incurred. 

Development costs incurred by Volvo Car Group that are contrac-
tually shared with other parties and where Volvo Car Group remain in 
control of a share of the developed product, either through a licence 
or through ownership of patents, are recognised as intangible assets, 
reflecting the relevant proportion of Volvo Car Group interests.

Volvo Car Group incur development costs on behalf of other par-
ties. In cases where the developed technology is sold and therefore 
not controlled by Volvo Car Group, the costs are expensed as cost of 
sales at the time of the sale. These costs are also used to measure 
development progress for revenue recognition for the sold technol-
ogy, licenses or IP. See Note 2 – Revenue for more information. 

CRITICAL ACCOUNTING ESTIMATES 
AND JUDGEMENTS

Intangible assets with a definite useful life are amortised on a straight-
line basis over their estimated useful lives. Management regularly 
reassesses the useful life of all significant assets. If circumstances 
change such that the estimated useful life has to be revised, additional 
amortisation could be the result in future periods. Assets with definite 
useful lives are only tested if there are any indications of impairment. 
Intangible assets with indefinite useful lives, i.e. trademark, goodwill, 
and other intangible assets not yet ready for use, are tested for impair-
ment annually or when there are any indications of impairment. 

An impairment test is made by calculating the asset or assets 
recoverable value. If the recoverable value is less than the carrying 
value, the asset is written down to its recoverable value. The recov-
erable value in the form of value in use, is based on discounted cash 
flow, where certain estimations must be made regarding future cash 
flows, required return on investments and other adequate assump-
tions. The estimated future cash flows are based on assumptions 
that represent management’s best estimate of the economic condi-
tions that will exist during the asset’s remaining useful life and are 
based on internal business plans or forecasts. Future cash flows are 
determined on the basis of long-term planning, which is approved by 
Management and valid at the date of preparation of the impairment 
test. The planning is based on expectations regarding future market 
share, the market growth as well as the products’ profitability.

NOTE 15 – INTANGIBLE ASSETS
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Capitalised devel-
opment cost1) Software

Trademark 
and 

 goodwill2)
Other intangible 

assets3) Total

Aquisition cost

Balance at January 1, 2018 31,838 3,167 4,219 12,005 51,229

Additions 6,444 726 5 387 7,562

Acquired through business combinations — — 22 — 22

Divestments and disposals –334 –47 –507 –22 –910

Reclassifications — 13 –4 2 11

Effect of foreign currency exchange rate differences 32 –7 — 50 75

Balance at December 31, 2018 37,980 3,852 3,735 12,422 57,989

Additions 8,088 576 — 103 8,767

Divestments and disposals –28 –424 –20 –7,052 –7,524

Reclassifications 3 65 23 2 93

Effect of foreign currency exchange rate differences — –6 — 38 32

Balance at December 31, 2019 46,043 4,063 3,738 5,513 59,357

Additions 7,517 554 — 1,256 9,327

Acquired through business combinations — 3 447 22 472

Divestments and disposals –377 –178 — –2 –557

Reclassifications4) — –117 — –71 –188

Effect of foreign currency exchange rate differences — 3 — –101 –98

Balance at December 31, 2020 53,183 4,328 4,185 6,617 68,313

Accumulated amortisation and impairment

Balance at January 1, 2018 –12,371 –1,839 — –9,048 –23,258

Amortisation expense –4,563 –213 — –434 –5,210

Divestments and disposals 97 31 — 9 137

Reclassifications — –7 — — –7

Effect of foreign currency exchange rate differences — 1 — –26 –25

Balance at December 31, 2018 –16,837 –2,027 — –9,499 –28,363

Amortisation expense –4,873 –287 — –472 –5,631

Divestments and disposals — 414 17 7,048 7,479

Reclassifications –1 –15 –21 –4 –41

Effect of foreign currency exchange rate differences — 6 — –21 –15

Balance at December 31, 2019 –21,710 –1,909 –4 –2,948 –26,571

Amortisation expense5) –4,051 –287 — –508 –4,846

Acquired through business combinations — –1 — –6 –7

Divestments and disposals — 61 — 2 63

Reclassifications4) — 104 — 43 147

Effect of foreign currency exchange rate differences — –16 — 85 69

Balance at December 31, 2020 –25,761 –2,048 –4 –3,332 –31,145

Net balance at December 31, 2018 21,143 1,825 3,735 2,923 29,626

Net balance at December 31, 2019 24,333 2,154 3,734 2,565 32,786

Net balance at December 31, 2020 27,422 2,280 4,181 3,285 37,168

1)  Volvo Car Group has capitalised borrowing costs related to product development of MSEK 142 (133)((154)). A capitalisation rate of 2.4 (2.6)((2.6)) per cent was used 
to determine the amount of borrowing costs eligible for capitalisation.

2)  Of the total Net balance at December 31, 2020, Goodwill amounted to MSEK 583 (136)((134)).
3)  Other intangible assets refers to licences, dealer network and patents.
4)  Gross intangible assets of MSEK –297 (—) ((—)) and depreciation of MSEK 147 (—) ((—)) with a net value of MSEK –150 (—) ((—)) have been reclassified to assets 

held for sale. For more information, see Note 33 – Assets and liabilities held for sale. 
5)  The amortisation expenses has decreased by MSEK 666 (—) ((—)), due to adjustments of the useful life period to reflect updated assumptions and cycle plan changes.

When performing impairment test by calculating the asset or assets 
recoverable value based on discounted cash-flow Volvo Car Group 
constitues one single Cash Generating Unit. Assumption of future 
market share, market growth and Volvo Car Group’s expected per-
formance in this environment is the basis for the valuation. 

Management’s business plan for 2021–2023 is used as a basis for 
the calculation. In the model, Volvo Car Group is expected to maintain 
stable efficiency over time and the estimates for the cash flows follow-
ing the end of the planning period are based on the same growth rate 
and cash flow as for the last year in the calculation onwards in perpe-
tuity. The business plan is an integral part of Volvo Car Group’s finan-
cial planning process and represents management’s best estimate of 
the economic conditions that will exist during the asset’s remaining 

lifetime. The business plan process is based on the historic and current 
financial performance and financial position of the company, i.e. 
assumptions for margin development, fixed cost and new investments 
are based on current year financials and balanced towards what is 
containable given the projection of exogenous factors. Exogenous 
factors as industry and segment volumes, exchange rates, raw mate-
rial etc. are based on external assessments from analyst companies 
and banks. In 2020, the discounted cash flow exceeded the carrying 
amount and no impairment loss was recognised. A sensitivity test has 
been performed whether a negative adjustment of one percentage 
point to the margin or in the discount rate would result in impairment. 
The discount rate before tax was 11.5 (11.5) ((10.3)) per cent. No 
impairment loss was recognised as a result of performed test.
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NOTE 16 – TANGIBLE ASSETS

ACCOUNTING PRINCIPLES

A tangible asset is recognised when it is controlled by Volvo Car 
Group, it is expected to generate future economic benefits and is 
measurable. Tangible assets are recognised at acquisition cost, less 
accumulated depreciation and potential impairment loss. The cost of 
the asset includes expenditures that can be directly attributed to the 
acquisition and bringing the asset in place for its intended use. Bor-
rowing costs are sometimes included in the acquisition cost of an 
asset if it takes more than 12 months to get it ready for its intended 
use or sale. 

Repair and maintenance expenditures are recognised in the 
income statement during the period in which they incur.

CRITICAL ACCOUNTING ESTIMATES 
AND JUDGEMENTS

Tangible assets are depreciated on a straight-line basis over their 
estimated useful lives. Management regularly reassesses the useful 
life of all significant assets. If circumstances change such that the 

estimated useful life has to be revised, it could mean additional 
depreciation in future periods. 

The carrying amounts of non-current tangible assets are tested for 
impairment if there are indicators of a decline in value with regards to 
future economic benefits related to the asset. Impairment is recog-
nised if the carrying value of the asset exceeds the recoverable 
amount. The recoverable amount is the higher of the net selling price 
and its value in use. For these calculations, certain estimations must 
be made with regards to future cash flows, required return on invest-
ments and other adequate assumptions. The estimated future cash 
flows are based on assumptions that represent management’s best 
estimate of the economic conditions that will exist during the asset’s 
remaining useful life and are based on internal business plans or fore-
casts. Future cash flows are determined on the basis of long-term 
planning, valid at the date of preparation of the impairment test, and 
is approved by Management. The planning is based on expectations 
regarding future market share, the market growth as well as the 
products’ profitability. 

Buildings 
and land1) 2) 3) 4)

Machinery and 
equipment1) 2) 3) 4)

Construction  
in progress1)

Assets under 
 operating 

leases Total

Aquisition cost

Balance at January 1, 2018 17,704 96,542 8,622 3,005 125,873

Additions 813 8,066 4,610 1,330 14,819

Acquired through business combinations 83 — — — 83

Divestments and disposals –559 –6,399 –179 –1,362 –8,499

Reclassification5) 3,002 4,726 –7,728 — —

Effect of foreign currency exchange rate differences 331 834 462 — 1,627

Balance at December 31, 2018 21,374 103,769 5,787 2,973 133,903

Adjustment on transition to IFRS 16 6,330 648 — — 6,978

Additions 749 4,860 6,325 2,301 14,235

Divestments and disposals –169 –3,086 –1 –1,535 –4,791

Reclassification5) 2,119 4,777 –7,452 — –556

Effect of foreign currency exchange rate differences 321 729 100 — 1,150

Balance at December 31, 2019 30,724 111,697 4,759 3,739 150,919

Additions 992 3,827 3,015 2,885 10,719

Acquired through business combinations 2 211 6 — 219

Divestments and disposals –305 –3,022 –36 –1,690 –5,053

Reclassification5) 437 –8,060 –4,680 — –12,303

Effect of foreign currency exchange rate differences –1,296 –2,234 –191 –43 –3,764

Balance at December 31, 2020 30,554 102,419 2,873 4,891 140,737
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Buildings 
and land1) 2) 3) 4)

Machinery and 
equipment1) 2) 3) 4)

Construction  
in progress1)

Assets under 
 operating 

leases Total

Accumulated depreciation and impairment

Balance at January 1, 2018 –8,824 –58,799 — –428 –68 051

Depreciation expense6) –719 –6,974 — –310 –8,003

Divestments and disposals 156 6,015 — 288 6,459

Effect of foreign currency exchange rate differences –144 –433 — — –577

Balance at December 31, 2018 –9,531 –60,191 — –450 –70,172

Depreciation expense6) –1,839 –7,673 — –405 –9,917

Divestments and disposals 137 2,163 — 359 2,659

Reclassification5) –90 –110 — — –200

Effect of foreign currency exchange rate differences –88 –220 — — –308

Balance at December 31, 2019 –11,411 –66,031 — –496 –77,938

Depreciation expense6) –1,858 –7,394 — –344 –9,596

Acquired through business combinations –1 –92 — — –93

Divestments and disposals 266 1,913 — 436 2,615

Reclassification5) 135 4,832 — — 4,967

Effect of foreign currency exchange rate differences 315 933 — 3 1,251

Balance at December 31, 2020 –12,554 –65,839 — –401 –78,794

Net balance at December 31, 2018 11,843 43,578 5,787 2,523 63,731

Net balance at December 31, 2019 19,313 45,666 4,759 3,243 72,981

Net balance at December 31, 2020 18,000 36,580 2,873 4,490 61,943

1)  Buildings and land include Right-of-use asset of MSEK 5,152 (5,657) ((45)), Machinery and equipment include Right-of-use asset of MSEK 816 (558) ((96)) and 
Construction in progress include Right-of-use asset of MSEK — (23)((22)). For further information  regarding leases, see Note 7 – Leasing.

2)  Depreciation expense includes an impairment loss of MSEK –22 (–10) ((–66)). For further information regarding depreciations, see Note 9 – Depreciation and 
amortisation.

3)  Volvo Car Group has no mortgages in property, plant and equipment. For further information regarding pledged assets, see Note 28 – Pledged assets. 
4)  Volvo Car Group has capitalised borrowing costs related to Machinery and equipment of MSEK 2 (5) ((—)) and Buildings of MSEK — (8) ((79)).
5)  Gross tangible assets of MSEK –11,618 (—) ((—)) and depreciation of MSEK 5,024 (—) ((—)) with a net value of MSEK –6,594 (—) (—)) has been reclassified to 

assets held for sale. For more information, see Note 33 – Assets and liabilities held for sale.
6)  Depreciation expense related to Buildings and Land include right-of-use asset of MSEK –994 (–981) ((—)) and Machinery and equipment Right-of-use-asset of 

MSEK –277 (–221) ((—)).
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NOTE 17 – OTHER NON-CURRENT ASSETS

Dec 31, 
2020

Dec 31, 
2019

Dec 31, 
2018

Restricted cash 133 145 188

Endowment insurance for pensions 379 381 337

Rental deposition 50 60 57

Derivative assets, non-current 1,277 214 310

Other receivables, non-current 607 654 679

Other non-current assets 2,312 1,799 1,411

Total 4,758 3,253 2,982

NOTE 18 – INVENTORIES

ACCOUNTING PRINCIPLES

Inventories consist of raw material, consumables and supplies, 
semi-manufactured goods, work in progress, finished goods and 
goods for resale. Assets held under operating lease, with a maturity 
less or equal to 12 months, are also recognised as inventory. Invento-
ries are measured at the lower of cost and net realisable value. Cost 
of inventories comprise all costs of purchase, production charges 
and other expenditures incurred in bringing the inventories to their 
present location and condition. 

The cost of inventories of similar assets is established using the 
first-in, first-out method (FIFO). Net realisable value is calculated as 
the selling price in the ordinary course of business less estimated 
costs of completion and selling costs. For groups of similar products 
a group valuation method is applied. Physical stock counts are car-
ried out annually or more often where appropriate in order to verify 
the records.

CRITICAL ACCOUNTING ESTIMATES 
AND JUDGEMENTS

Inventories are measured at the lower of cost and their net realisable 
value. Net realisable value is based on the most reliable evidence of 
the amount Volvo Car Group expects to realise from vehicles and 
components on future sales trends or needs (for components) and 
also takes into account items that are wholly or partially obsolete. A 
future unexpected decline in market conditions could result in an 
adjustment in future expected sales, requirements and in estimated 
selling prices assumptions, which may require an adjustment to the 
carrying amount of inventories.

Dec 31, 
2020

Dec 31, 
2019

Dec 31, 
2018

Raw materials and consumables 106 112 145

Work in progress 7,565 8,359 7,558

Current assets held under operating 
lease 8,186 8,735 6,886

Finished goods and goods for resale 19,656 21,705 20,574

Total 35,513 38,911 35,163

Of which value adjustment reserve: –858 –693 –522

1)    MSEK 968 (—)(( —)) of recognised inventories have been reclassified to asset 
held for sale. For more information, see Note 33 – Assets and liabilities held 
for sale.

The cost of inventories recognised as an expense and included in 
cost of sales amounted to MSEK 208,121 (212,945) ((195,002)). 
Current assets held under operating lease consists of a sale of vehi-
cles combined with a repurchase commitment with a maturity less 
or equal to 12 months.

ACCOUNTING PRINCIPLES

Accounts receivables are recognised at amortised cost. An expected 
credit loss reserve is recognised when the receivable is initially rec-
ognised. The recognised credit loss reserve is consisting of incurred 
as well as of expected credit losses.  A credit loss has been incurred 
when there has been an event that has triggered the customers ina-
bility to pay. The expected credit loss reserve is as well including a 
general provision for credit losses based on, for instance macroeco-
nomic trends in different countries. In these cases there has not yet 
been any events incurred showing any inability to pay.

Dec 31, 
2020

Dec 31, 
2019

Dec 31, 
2018

Accounts receivable, non-group com-
panies 6,182 7,818 7,037

Accounts receivable, related companies 8,594 5,425 6,667

VAT receivables 1,827 2,207 2,702

Prepaid expenses and accrued income 2,305 2,141 2,150

Other financial receivables 990 281 1,001

Restricted cash 103 185 152

Other receivables 4,905 4,041 3,870

Total1) 24,906 22,098 23,579

1)  MSEK 23 (—) ((—)) of recognised other current assets have been reclassi-
fied to assets held for sale. For more information, see Note 33 – Assets and 
liabilities held for sale.

Accounts receivable amounted to MSEK 14,776 (13,243) ((13,704)) 
including a general credit reserve of MSEK 113 (128) ((86)) as well as 
provision for expected credit losses of MSEK 16 (18) ((20)). As of 
December 31, 2020 the general and expected credit loss reserve 
amounted to 0.86 (1.09) ((0.77)) per cent of total accounts receivable. 

The size and geographical spread of the accounts receivable are 
closely linked to the distribution of Volvo Car Group's sales and do 
not contain any significant concentration of credit risk to individual 
customers or markets.

Change in provision for doubtful  
accounts receivable is as follows: 2020 2019 2018

Balance at January 1 128 86 65

Additions 57 57 37

Reversals –22 –5 –3

Write-offs –46 –12 –14

Translation difference –4 2 1

Balance at December 31 113 128 86

NOTE 19 –  ACCOUNTS RECEIVABLE AND OTHER 
CURRENT ASSETS
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ACCOUNTING PRINCIPLES

Financial assets and liabilities
Financial instruments are any form of contract that gives rise to a 
financial asset in one company and a financial liability or equity 
instrument in another company. Financial assets are initially recog-
nised at fair value plus transaction costs, except for those financial 
assets carried at fair value through the income statement. In this 
case transaction costs are expensed.

Financial liabilities are initially recognised at fair value less trans-
action costs, except for those financial liabilities carried at fair value 
through the income statement. Financial liabilities carried at fair 
value through the income statement are initially recognised at fair 
value, and transaction costs are expensed in the income statement.

Financial assets in the consolidated balance sheet encompass 
interest-bearing investments, accounts receivables, other current 
and non-current financial assets, derivative assets and cash and 
cash equivalents. Derivatives include forwards, options, warrants 
and swaps.

Financial liabilities in the consolidated balance sheet encompass 
liabilities to credit institutions, issued bonds, accounts payables, 
other current and non-current financial liabilities and derivative liabil-
ities, including issued warrants related to share-based incentive pro-
gramme, see Note 8 – Employees and remuneration.

Financial assets and liabilities are measured at amortised cost or 
fair value depending on their initial classification. Fair value is defined 
as the price that would be received when selling an asset or paid to 
transfer a liability in an orderly transaction between market partici-
pants at the measurement date. Amortised cost is calculated using 
the effective interest method, where any premiums or discounts and 
directly attributable costs and revenue are capitalised over the con-
tract period using the effective interest rate. Valuation of financial 
instruments at fair value is based on prevailing market data and on a 
discounting of estimated cash flows using the deposit/swap curve of 
the cash flow currency and include risk assumptions. For currency 
option instruments, the valuation is based on the Black-Scholes 
model. This is the case also for unlisted warrants. 

The fair value of a financial asset or liability reflects non-perfor-
mance risk including the counterparty’s credit risk for an asset and 
an entity’s own credit risk for a liability. Volvo Car Group has chosen 
to use Default Probability derived from the Credit Default Swap 
curve per counterparty to adjust the positive fair value on derivatives 
and commercial papers. The same adjustment for Volvo Car Group 
own credit risk is using the Default Probability of Volvo Car AB credit 
default swaps.

Initial recognition and final derecognition of financial assets and 
liabilities 
Financial assets and liabilities are recognised in the balance sheet 
when Volvo Car Group becomes a party to the contractual terms and 
conditions, i.e. at the transaction date. A financial asset or a portion 
of a financial asset is derecognised when all significant risks and 
benefits linked to the asset have been transferred to a third party. 
Where Volvo Car Group concludes that all significant risks and ben-
efits have not been transferred, the portion of the financial assets 
corresponding to Volvo Car Group’s continuous involvement contin-
ues to be recognised.

A financial liability or a portion of a financial liability is derecog-
nised when the obligation in the contract has been fulfilled, cancelled 
or has expired. 

Classification of financial assets and liabilities
Derivatives as well as some equity instruments are carried at fair 
value through the income statement. 

Financial assets in the form of interest-bearing instruments are 
categorised as either an asset;
• carried at fair value through the income statement, or
• carried at amortised cost

The classification depends on the entity’s applied business model 
and the contractual cash flow characteristics of the financial asset. 
Volvo Car Group applies different business models for interest-bear-
ing instruments. Financial assets that are held for trading are carried 
at fair value through the income statement. In Volvo Car Group, this 
encompass interest-bearing investments such as commercial papers 
recognised as marketable securities and cash and cash equivalents. 
All remaining interest-bearing instruments are held to collect con-
tractual cash flows and are carried at amortised cost. 

Volvo Car Group classifies its financial liabilities as either:
• financial liabilities carried at fair value through the income 

 statement, or 
• other financial liabilities

Financial assets and liabilities carried at fair value through the 
income statement 
Financial instruments carried at fair value through the income state-
ment consists of derivatives, warrants on equity instruments, includ-
ing issued warrants related to share-based incentive programme 
(see Note 8 – Employees and remuneration), equity investments as 
well as commercial papers and cash and cash equivalents. 

Aging analysis of accounts receivable and accounts receivables from related companies Not due

1–30  
days 

 overdue

30–90 
days 

 overdue
>90 days 

overdue Total

2020

Accounts receivable gross 13,742 314 84 749 14,889

Provision doubtful accounts receivable –87 — –1 –25 –113

Accounts receivable net 13,655 314 83 724 14,776

2019

Accounts receivable gross 11,732 454 356 829 13,371

Provision doubtful accounts receivable –66 –4 –34 –24 –128

Accounts receivable net 11,666 450 322 805 13,243

2018

Accounts receivable gross 12,787 263 380 360 13,790

Provision doubtful accounts receivable –15 –1 –59 –11 –86

Accounts receivable net 12,772 262 321 349 13,704

NOTE 20 – FINANCIAL RISKS AND FINANCIAL INSTRUMENTS
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Changes in fair value of these instruments are recognised in the 
income statement. Changes in fair value are reported as financial 
income/expense. Derivatives with positive fair values (unrealised 
gains) are recognised as other current, or non- current assets. Deriv-
atives with negative fair values (unrealised losses) are recognised as 
other current or non-current liabilities.

Financial assets carried at amortised cost
These assets include accounts receivables, other financial assets as 
well as time deposits recognised in marketable securities and cash 
and cash equivalents. The business model and the contractual cash 
flow characteristics for accounts receivables and other financial 
assets is to collect the payment for these financial assets once they 
are due. Initially, these financial assets are recognised at fair value 
plus transaction costs and subsequently measured at amortised 
cost. Amortised cost is calculated using the effective interest 
method, where any premiums or discounts and directly attributable 
transaction costs are capitalised over the contract period using the 
effective interest rate. Accounts receivables are recognised at the 
amount expected to be received, i.e. after deduction of bad debts 
allowance. A bad debt allowance is incurred when there has been a 
triggering event for the customer’s inability to pay. The bad debts on 
accounts receivable are recognised as a revenue deduction. In addi-
tion to the bad debts allowance, an allowance for expected credit 
losses is recorded. The expected credit loss allowance is based on a 
multiplier consisting of average historical write-offs and for-
ward-looking macroeconomic data.

Other financial liabilities
Financial liabilities to credit institutions, issued bonds, accounts paya-
bles and other financial liabilities are assigned to this category. Amor-
tised cost is calculated using the effective interest method, where any 
premiums or discounts and directly attributable transaction costs are 
capitalised over the contract period using the effective interest rate.

Other financial liabilities are recognised in the balance sheet at fair 
value less transaction costs and are subsequently measured at 
amortised cost. 

Hedge accounting
Hedge accounting is applied when derivative instruments are 
included in a documented hedge relationship. For hedge accounting 
to be applied, a direct connection between the hedge instrument 
and the hedged item is required. At the inception of the hedge, Volvo 
Car Group documents the relationship between hedging instru-
ments and hedged items, as well as its risk management strategy 
and objectives for undertaking various hedging transactions. Volvo 
Cars also documents its assessment, both at hedge inception and on 
an ongoing basis, of whether the derivatives that are used in hedging 
transactions are highly effective in offsetting changes in fair values 
or cash flows of the hedged items. 

Volvo Car Group designates certain derivatives and financial liabili-
ties as either a: 
a) Fair value hedge
b)  Net investment hedge, or
c)  Cash flow hedge

A hedge instrument is classified as a non-current asset or liability 
when the maturity of the hedged item is more than 12 months, and as 
a current asset or liability when the maturity is less than 12 months. 

a) Fair value hedge
The purpose of a fair value hedge is to hedge the variability in the fair 
value of a fixed-rate debt (issued bond) from changes in the relevant 
benchmark yield curve for its entire term by converting fixed interest 
rate to a floating rate (e.g. STIBOR or LIBOR) by using interest rate 

swaps (IRS). The credit risk is not hedged. The fixed leg of the IRS is 
matched against the cash flows of the hedged loan/bond. Hereby, 
the fixed-rate bond is converted into a floating-rate debt. Changes in 
the fair value of derivatives that are designated and qualify as fair 
value hedges are recognised in the income statement, together with 
any changes in the fair value adjustment related to the interest com-
ponent of the hedged liability (issued bond) that are attributable to 
the hedged risk. Both gains and losses relating to the interest rate 
swaps hedging fixed rate borrowings and the changes in the fair value 
of the hedged fixed rate borrowings attributable to interest rate risk 
are recognised in the income statement within Financial expenses.

If the hedge no longer meets the criteria for hedge accounting, the 
adjustment to the carrying amount of a hedged item for which the 
effective interest method is used is amortised to the income state-
ment over the remaining period to maturity. 

b) Net investment hedge
Hedging of net investments in foreign operations refers to hedges 
held to reduce the effect of changes in the value of a net investment 
in a foreign operation due to changes in foreign exchange rates. The 
fair value changes on the hedge instrument are recognised in other 
comprehensive income.  

In the event of a divestment, the accumulated hedge effect is trans-
ferred from the hedge reserve in equity to the income statement. 

c) Cash flow hedge
Cash flow hedging refers to the hedging of expected future commer-
cial cash flows in foreign currencies against currency rate risks, as 
well as for the purpose of hedging expected future commodity con-
sumption against commodity price risk. In cash flow hedge account-
ing the changes in fair value of the hedging instruments is recognised 
in other comprehensive income and accumulated in the other reserves 
in equity. These reserves are recycled to the income statement in the 
same period as an underlying sales/cost of sales transaction is being 
recognised in the income statement. The effect from realised cash 
flow hedges is classified as Revenue and Cost of sales, respectively, 
depending on the underlying substance of the transaction.   

The hedging relationship is regularly tested up until its maturity 
date. If the identified relationships are no longer deemed effective, 
the fluctuation in fair value on the hedging instrument from the last 
period the instrument was considered effective is recognised in the 
income statement. If the hedged transaction is no longer expected 
to occur, the hedge’s accumulated changes in value are immediately 
transferred from other comprehensive income to the income state-
ment and are included in Operating income.

IBOR transition 
Where interest rate hedge accounting is applied, Volvo Car Group is 
in its hedged instruments together with its hedging instruments 
exposed to EURIBOR. There will be a change of certain floating 
interest benchmark rates (IBORs) to alternative risk free (ARR) 
derived rates due to the forthcoming IBOR transition. Since EURI-
BOR is expected to continue (as it has been fully reformed), all 
hedges are expected to continue to be 100 percent effective and no 
net interest impact is expected. 

In terms of its hedge accounting relationships, exposure is to the 
EURIBOR interest rate benchmark as mentioned above. There is a 
single EUR bond/swap fair-value hedge which expires in 2021 and 
so no post-IBOR transition impact is envisaged. 

Volvo Car Group is however exposed to (outside of fair value hedge 
accounting) interest rate risk from both EURIBOR and STIBOR.

• EURIBOR: This benchmark has been fully reformed and not 
scheduled for discontinuation. 

• STIBOR: Also expected to continue.
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Volvo Cars understands that while there is an industry effort to for-
malize fallback risk-free versions of these benchmarks (e.g. E$TR for 
EURIBOR), the benchmarks are expected to continue in their cur-
rent form for the foreseeable future.

In terms of floating debt, this has been issued in SEK only (FRNs 
- floating rate notes) and the relevant benchmark (STIBOR) is 
expected to continue and so no impact is expected. These FRNs, 
maturing after 2021, have not been hedged with interest rate deriv-
atives. 

For Volvo Car Group’s derivatives, there is only one EURIBOR 
based interest rate swap which is part of a fair-value hedge relation-
ship with a corresponding fixed rate EUR bond. Both bond and swap 
mature in 2021 (as mentioned above) and so no impact. Volvo Cars 
has, in addition, EURIBOR based interest rate swaps which hedge 
EUR fixed rate bonds maturing after 2021. Neither of the sets of 
bonds/swaps are part of fair-value hedge relationships. Regardless, 
Volvo Car Group expects no impact from any potential future change 
of the benchmark, as the fixed cash outflows from the bond are 
matched 1:1 by the fixed cash inflows from the swap receive leg, 
leaving exposure only in the pay floating leg of the swap. 

Volvo Car Group will monitor the development of the IBOR  
transition.

CRITICAL ACCOUNTING ESTIMATES 
AND JUDGEMENTS

Accounting for financial instruments includes performing certain 
estimates and judgements, among others:

• Applied business model with regards to the valuation of 
interest-bearing instruments: The main purpose of holding 
interest bearing assets is to collect contractual cash flows of inter-
est and principal. Sales of recivables are not performed in that 
magnitude that the business model could be challenged. A major-
ity of interest bearing assets will therefore be valued at amortised 
cost.

• Derecognition of accounts receivables: Invoiced sales are in 
certain cases subject to contracts for factoring with a third party 
(bank or financial institution). If the criteria for derecognition of 
accounts receivable are not fulfilled, the receivable remains recog-
nised on the balance sheet.

• Other long term securities holdings - recognition of fair 
value changes: Volvo Car Group has got holdings of listed and 
unlisted equity instruments as well as unlisted warrants and so 
called earn out shares. The valuation of the unlisted warrants is 
valued in accordance with the Black-Scholes model and the most 
relevant fact is whether Volvo Car Group will fulfill the vesting cri-
teria and when they would do so, the risk-free interest rate and 
volatility of the underlying share price. It is difficult to fair value the 
unlisted securities on a regularly basis as there is not available 
information. Therefore these holdings are revalued each time a 
transaction is performed and makes a current value available to 
Volvo Car Group. The earn out shares are valued based on the 
probability that Volvo Car Group will fulfill the vesting criteria.

Covid-19
During 2020, the Covid-19 pandemic has had a significant impact on 
people, societies and businesses. The pandemic has continued to 
spread globally, and the situation is still severe in many countries. It 
has affected Volvo Cars’ business in many ways. Early in the year, 
Volvo Cars implemented a series of measures ranging from tempo-
rary plant closures, to adapting work environments in the factories 
and offices, as well as introducing the possibility to work from home. 
Altogether, the health and safety of the employees were safe-

guarded. The company was affected by lower demand during the 
first half of 2020 as well as supply chain disruptions, and conse-
quently sales volumes, profit and cash flow were severely impacted 
during that period.

The mitigating measures taken during the year included a tempo-
rary closure of the Chinese manufacturing plants after the Chinese 
New Year. The plants in Belgium and Sweden were also temporary 
closed, as well as the plant in the US. All resumed production after a 
relatively short period, as soon as the safety measures were in place 
and supply was ensured.

Volvo Cars has taken further measures in order to reduce costs 
going forward. A reshaping process led to the company reducing 
1,300 positions including consultants in its Swedish operations as 
part of realigning the operations and long-term ambitions for compe-
tence shift and structural cost reductions. The structural transforma-
tion resulted in 650 employees leaving Volvo Cars.

The decisive actions have allowed Volvo Cars to bounce back 
quickly. The Group's staff, suppliers and retail partners have shown 
remarkable resilience and ingenuity in these difficult times – intro-
ducing new ways of working and ensuring that the Group's custom-
ers can receive the deliveries and maintenance that they need. Alto-
gether, and on the back of increased demand, Volvo Cars reported 
the strongest second half year sales numbers in the company’s his-
tory. For the full year, the volume losses from Covid-19 shut downs 
were fully recovered in China and the US, the two largest individual 
markets for Volvo Cars. 

The recovery in sales, strong liquidity at the end of year 2020, and 
the cost measures taken, serve as a good foundation going forward. 
Volvo Cars continues to monitor the development of the Covid-19 
situation. With several vaccines being distributed, Volvo Cars hopes 
that the effect of the pandemic on people and societies around the 
world will be considerably lower than in year 2020. Meanwhile the 
primary focus is still the health and safety of Volvo Cars’ employees 
and actions are taken continuously to adhere to requirements from 
authorities.

Financial risks
In its operations, Volvo Car Group is exposed to various types of 
financial risks such as currency risk, funding and liquidity risk, inter-
est rate risk, commodity price risk and credit risk.

Volvo Car Group's treasury function is responsible for manage-
ment and control of these financial risks, it ensures that appropriate 
financing is in place through capital market transactions, loans and 
committed credit facilities and manages Volvo Cars liquidity. The 
management of financial risks is governed by Volvo Car Group's 
Financial Policy Framework which is approved by the Board of  
Directors and is subject to review every other year or when required. 
The policy is focused on minimising the effects from fluctuating 
financial markets on Volvo Car Group's financial earnings. Policy 
compliance is reported to the CFO on monthly basis; policy compli-
ance is also a part of the general treasury reporting to the BoD. There 
is an alert function in place safeguarding mandate limits on a daily 
basis.

Currency risk
The currency exposure arises from production in various countries, 
procurement and the mix of sales currencies. Relative changes in the 
currency rates have a direct impact on the Volvo Car Group's operating 
income, finance net, balance sheet and cash flow statement.

The currency risk is related to:
• Expected future cash flows from sales and purchases in foreign  

currencies (transaction risk)
• Changes in value of assets and liabilities denominated in foreign 

currencies (translation risk)
• Net investments in foreign operations (translation risk)
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Hedge accounting – cash flow hedge
The highly probable forecast transactions in foreign currencies that 
are hedged are expected to occur at various dates during the next 48 
months. Gains and losses recognised in other comprehensive 
income and accumulated in other reserves in equity on foreign 
exchange forward contracts as of December 31, 2020 are recog-
nised in the income statement in the periods when the hedged fore-
cast transaction affects the income statement, which are shown in 
the maturity table above.

As of December 31, 2020, the cash flow hedge reserve related to 
currency hedges amounts to MSEK 578 (–5,458) ((–2,318)) before 
tax. The fluctuation from December 31, 2019 to December 31, 2020 
within the hedge reserve that has had an impact on other comprehen-
sive income in 2020 is MSEK 6,036 (–3,140) ((–3,926)) before tax. 
The balance of MSEK 578 (–5,458) ((–2,318)) represents the fair value 
of derivatives used for cash flow hedging per December 31, 2020. 
Along with cross currency options, recorded in the income statement, 
this builds up the total fair value of MSEK 577 (–5,458) ((–2,319)).

Maturities of cash flow hedges (forwards and options), nominal amounts in millions, local currency

Maturity AUD CAD CHF CNH DKK EUR GBP JPY KRW NOK TWD RUB USD

1–12 months –340 –378 –240 300 –480 2,291 –819 58,550 –398,639 –1,734 –6,174 –2,000 –1,472

13–24 months –94 –101 –148 — –280 514 –539 21,800 –81,102 –50 –1,597 — –870

25–36 months — — –48 — — 11 –110 — — — — — –80

37–48 months — — — — — — — — — — — — —

The average duration of the portfolio was 10 (13) ((14)) months. The fair value of the outstanding currency derivatives as at December 31, 2020 amounted to MSEK 578 
(–5,458) ((–2,319).

Transaction exposure risk
Volvo Car Group Financial Policy Framework
The currency transaction exposure risk arises from cash flows in 
other currencies than the presentation currency of the Volvo Car 
Group, which is SEK. Sales to different markets in combination with 
purchases in different currencies determine the transaction expo-
sure.

The policy for currency transaction risk management states that 
up to 80 per cent of the future expected cash flows in the coming 24 
months and up to 60 per cent of the future expected cash flows in 
the coming 25 to 48 months can be hedged with adequate financial 
instruments: options, forwards or combined instruments with 
maturities matching expected timing of cash flows. Hedging strate-
gies using financial instruments for long term exposures (over 48 
months) require a Board of Directors decision. 

For currency risk management, transaction exposure is expressed 
in terms of Cash Flow at Risk (CFaR), which is the maximum loss at a 
95 per cent confidence level in one year. The CFaR is based on the 
cash flow forecast, FX rates, market volatility and correlations. 

The steering model for hedging of transaction risk is stipulated in 
the Volvo Car Group's Financial Policy Framework. The hedging 
strategy is proposed by Group Treasury and approved by the CFO 
and is expressed as a strategic hedge level of CFaR with a mandate 
to deviate from that strategic hedge level. The deviation mandate is 
given as a tactical mandate in terms of timing. The hedging strategy 
is revised at least quarterly.

Status at year end
Sales to markets other than Sweden generate transaction exposure. 
For the majority of sales, Volvo Cars invoices the national sales com-
panies in their local currencies. The total currency inflow and outflow 
was distributed according to below table: 

Inflow Outflow

2020 2019 2018 2020 2019 2018

CNY 27% 24% 23% 27% 25% 27%

EUR 25% 28% 28% 48% 50% 49%

GBP 7% 7% 7% 1% 1% 1%

JPY 3% 3% 3% 8% 7% 7%

USD 19% 19% 20% 11% 12% 10%

Other 19% 19% 19% 5% 5% 6%

Forward contracts, currency options and foreign exchange swaps 
are used to hedge the currency risk in expected future cash flows 
from sales and purchase in foreign currencies. The hedging of the 
currency risk in the Chinese industrial entities can be made onshore 
in China. 

The CFaR at year end for the cash flows in one year for the Group, 
excluding hedges, was approximately SEK 4 (4) ((5)) bn. The table 
below shows the percentage of the forecasted cash flows that were 
hedged expressed both in nominal terms and in CFaR. 

0–12 months

 2020 2019 2018

Nominal hedge, % 50 44 42

CFaR hedge % 41 49 46

13–24 months

 2020 2019 2018

Nominal hedge, % 19 19 20

CFaR hedge % 13 22 45

25–48 months

 2020 2019 2018

Nominal hedge, % 1 6 8

CFaR hedge % 1 11 19

Prospective effectiveness testing is performed at inception of the 
hedge and on an aggregated level on a monthly basis. The test is per-
formed by comparing the critical terms (nominal amount, timing, and 
foreign currency) of the hedging instrument and the hedged item. If 
critical terms match and the credit risk of the counterparty has not 
changed significantly, the hedge relationship is highly effective. 

Fair value of currency derivatives for 
cash flow hedging 2020 2019 2018

Hedge reserve 578 –5,458 –2,318

Recognised in other comprehensive 
income 578 –5,458 –2,318

Time value in options and cross  
currency options –1 — –1

Recognised in other operating 
income and expenses –1 — –1

Total fair value 577 –5,458 –2,319
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Status at year end
The table below shows the translation exposure of net investments in foreign operations as of December 31:

2020 CNY EUR USD JPY MYR Other Total

Investments in foreign operations (MSEK) 30,815 9,115 1,026 936 698 2,407 44,997

Translation exposure 30,815 9,115 1,026 936 698 2,407 44,997

2019 CNY EUR USD JPY MYR Other Total

Investments in foreign operations (MSEK) 28,962 5,141 3,354 1,017 843 2,986 42,303

Translation exposure 28,962 5,141 3,354 1,017 843 2,986 42,303

2018 CNY EUR USD JPY MYR Other Total

Investments in foreign operations (MSEK) 21,731 4,465 2,239 959 487 2,795 32,676

Translation exposure 21,731 4,465 2,239 959 487 2,795 32,676

Translation exposure risk
Volvo Car Group Financial Policy Framework
Translation risk in Volvo Car Group relates to the translation of net 
investments in foreign operations and translation risk of assets and 
liabilities in foreign currencies related to the operations. The transla-
tion of net investments in foreign operations can generate a positive 
or negative impact on other comprehensive income. Translation risk 
of assets and liabilities in foreign currencies related to the opera-
tions, as accounts receivable, accounts payable and warranty provi-
sions, will generate an impact on the operating income. All transla-
tion of assets and liabilities to credit institutions and intercompany 
loans and deposits are reflected in the finance net.

The translation risk is hedged either by matching the currency 
composition of debt with the composition of assets or via financial 
derivatives.

A one per cent change in the Swedish krona against major currencies 
has a net impact on other comprehensive income of approximately 
MSEK 450 (423) ((327)). Part of the investments in operations in 
the Eurozone and Americas are hedged which is further explained 
below. The residual translation risk is part of the strategic risk man-
agement and is not hedged with financial instruments, the transla-
tion effect is recognised in other comprehensive income.

Total translation effect of net investments in foreign operations 
was MSEK –3,401 (947) ((805)). This effect is recognised in other 
comprehensive income.

Hedge accounting – hedge of net investments in foreign  
operations
Hedge accounting is applied for net investment in foreign operations. 
Volvo Car Group designates MEUR 320 of the EUR debt and MUSD 
200 of the USD debt to reduce the translation exposure on net invest-
ments in EUR and USD. The exchange rate from the translation of the 
net investments in operations in EUR and USD are recognised in other 
comprehensive income. The hedge reserve for net investment in for-
eign operations, included in equity in the currency translation reserve, 
as of December 31, 2020 amounts to MSEK –252 (–620) ((–482))  
before tax. No ineffectiveness has affected net income for 2020, 
2019 or 2018.

Fair value of financial instruments for 
hedging of net investment in foreign 
operations 2020 2019 2018

Hedge reserve –252 –620 –482

Recognised in other comprehen-
sive income –252 –620 –482

Total fair value –252 –620 –482

Funding and liquidity risk management
Capital Structure
Volvo Car Group's Financial Policy Framework stipulates that the 
capital structure shall reflect a reasonable balance between risks 
and rewards/cost of capital. The medium-to-long term capital struc-
ture target for Volvo Cars shall be optimised among cost of capital, 
rating considerations/peer group comparison and company specific 
risk factors. The capital structure shall be analysed on a regular basis 
as part of the overall financial reporting process. The longer term 
objective is to have a capital structure that enables investment grade 
rating; Volvo Car Group’s current external rating by Moody’s is Ba1 
and by Standard & Poor BB+. The equity ratio as per December 31, 
2020 is 26.8 (26.2) ((29.0))  per cent, whereof shareholders’ equity 
amounted to MSEK 70,418 (63,648) ((61 251)).

Funding risk management
Volvo Car Group Financial Policy Framework 
Funding risk is the risk that the Volvo Car Group does not have 
access to adequate financing on acceptable terms at any given point. 

All draw down on new loans is evaluated against future liquidity 
needs and investment plans. Volvo Car Group should for the coming 
12 months at any given time have available committed financing for 
investments and maturing loans. To limit the risk of refinancing, debt 
maturing over the next 12 months should not exceed 25 per cent of 
total debt. Less than 50 per cent of the long term debt should be 
re-financeable within three years.

Status at year end
In October 2020, Volvo Car Group issued its first Green bond on the 
capital markets amounting to MEUR 500 nominally. A new, fully 
drawn, 2-year credit facility amounting to MSEK 4,000, with a 
1-year extension option, was signed with the Swedish Export Credit 
Corporation in May 2020.  

As of December 31, 2020, the outstanding amount of bonds and 
liabilities to credit institutions, excluding finance lease contracts and 
capitalised transaction costs, in Volvo Car Group as per year end 
2020 was MSEK 34,453 (30,359) ((23,615)). Remaining credit 
duration of the outstanding facilities was 2.8 (3.0) ((3.4)) years. Debt 
maturing over the next 12 months was at year end 22 per cent. 51 per 
cent of the Volvo Car Group’s long term debt is refinanceable within 
three years. Mitigating actions are ongoing in this regard. 
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Outstanding debt is shown below.

Funding 
2020 Currency

Nominal amount in respective 
currency (million) MSEK

Bank loan USD 443 3,620

Bank loan SEK 4,200 4,200

Bond EUR 1,600 16,038

Bond SEK 5,000 5,000

Green bond EUR 500 5,012

Other SEK 583 583

Total 34,453

Funding 
2019 Currency

Nominal amount in respective 
currency (million) MSEK

Bank loan USD 642 5,978

Bank loan SEK 1,900 1,900

Bond EUR 1,600 16,730

Bond SEK 5,000 5,000

Other SEK 751 751

Total 30,359

Funding 
2018 Currency

Nominal amount in respective 
currency (million) MSEK

Bank loan USD 808 7,227

Bank loan SEK 2,100 2,100

Bond EUR 1,000 10,253

Bond SEK 3,000 3,000

Other SEK 1,035 1,035

Total 23,615

Outstanding bonds and liabilities to credit institutions 2020 
(at successive year end)

MSEK

Loan
Bond

Maturity structure of bonds and liabilities to credit institutions
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In relation to all external financing there are information undertak-
ings and covenants according to Loan Market Association (LMA) 
and capital market standards. These are monitored and calculated 
quarterly to fulfill the terms and conditions stated in the financial 
agreements. Covenants are based on standard measurements such 
as EBITDA and Net debt. As of December 31, 2020, 2019 and 2018 
there is substantial headroom in the fulfillment of all covenants.

Liquidity risk management
Volvo Car Group Financial Policy Framework
Liquidity risk is the risk that Volvo Car Group is unable to meet ongo-
ing financial obligations on time. In order to meet seasonal volatility 
in cash requirements, Volvo Car Group shall always have committed 
credit facilities or cash and marketable securities available corre-
sponding to 15 per cent or more of Revenue. The rolling 12 months 
cash flow forecasts are the basis for the risk assessment of the 
liquidity risk management.

Volvo Car Group has the following 
undrawn committed credit facilities:

Dec 31, 
2020

Dec 31, 
2019

Dec 31, 
2018

– Expiring after one year but within 
five years 23,698 13,593 13,328

– Expiring after five years 1,002 — —

Total 24,700 13,593 13,328

Status at year end
As of December 31, 2020, Volvo Car Group had committed credit 
facilities and cash and marketable securities available of MSEK 
94,379 (69,109) ((55,075)) approximately 36 (25) ((22)) per cent of 
Revenue. The liquidity of Volvo Cars is strong considering the matu-
rity profile of the external borrowings, the balance of cash and cash 
equivalents, marketable securities and available credit facilities from 
banks. 

The following table presents the maturity structure of the Volvo 
Car Group’s financial assets and liabilities. The figures shown are 
contractual undiscounted cash flows based on contracted date, 
when the Volvo Car Group is liable to pay or eligible to receive, and 
includes both interest and  nominal amounts.
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Interest rate risk management
Changes in interest rates will impact Volvo Car Group's net financial 
income/expense and the value of financial assets and liabilities. The 
return on cash and cash equivalents, short term investments and 
credit facilities are impacted by changes in the interest rates. The 
exposure can be either direct from interest rate bearing debt or indi-
rect through leasing or other financing arrangements.

Volvo Car Group Financial Policy Framework
According to the policy, the interest rate risk in Volvo Car Group's net 
debt position has a benchmark duration of 12 months. The policy 
allows a deviation of –9/+12 months from the benchmark. The inter-
est rate strategy shall be proposed by Group Treasury and be approved 
by the CFO. The hedging strategy shall be revised at least quarterly.

2020 2019 2018

Dec 31, 2020
Less than 
3 months

3 months  
to 1 year

1–5  
years

Over 5 
years

Less than  
3 months

3 months  
to 1 year

1–5  
years

Over 5 
years

Less than  
3 months

3 months  
to 1 year

1–5  
years

Over 5 
years

Assets

Receivables on parent 
company — — — — — — 54 — — — 54 —

Other long-term  
securities holdings — — 243 464 — — — — — — — —

Derivative assets — — 1,261 16 — — 214 — — — 310 —

Other non-current 
assets1) — — 2,809 483 — — 2,285 558 — — 1,970 574

Total non-current 
financial assets — — 4,313 963 — — 2,553 558 — — 2,334 574

Accounts receivable 13,957 819 — — 12,100 1,143 — — 12,751 953 — —
Derivative assets 210 508 — — 51 70 — — 356 549 — —
Other current assets1) 1,982 3,035 — — 993 3,108 — — 1,289 2,560 — —
Marketable securities 2,639 5,448 — — 1,134 2,384 — — — 1,577 — —
Cash and cash equiva-
lents 61,592 — — — 51,997 — — — 40,170 — — —
Total current financial 
assets 80,380 9,810 — — 66,275 6,705 — — 54,566 5,639 — —
Total financial assets 80,380 9,810 4,313 963 66,275 6,705 2,553 558 54,566 5,639 2,234 574

Liabilities

Bonds2) 138 319 12,308 10,228 134 402 17,682 5,318 90 271 8,928 5,315

Liabilities to credit  
institutions2) — — 5,758 223 — — 4,137 642 — — 7,775 1,157

Derivative liabilities — — 300 — — — 2,455 — — — 1,610 —

Other non-current  
interest bearing  
liabilities3) — — 2,975 1,756 — — 3,050 1,942 — — — —

Other non-current  
liabilities1) — — 4,657 5 — — 2,535 6 — — 2,944 54

Total non-current 
financial liabilities 138 319 25,998 12,212 134 402 29,859 7,908 90 271 21,257 6,526

Bonds2) — 5,086 — — — — — — — — — —

Liabilities to credit  
institutions2) 357 2,294 — — 446 3,903 — — 406 2,156 — —

Accounts payable 45,451 1,184 — — 43,369 1,507 — — 38,738 4,895 — —

Derivative liabilities 1,076 629 — — 1,143 2,311 — — 663 1,178 — —

Other current interest 
bearing liabilities3) 281 879 — — 258 815 — — — — — —

Other current liabilities1) 4,681 7,529 — — 5,499 8,440 — — 3,882 8,089 — —

Total current financial 
liabilities 51,846 17,601 — — 50,715 16,976 — — 43,689 16,318 — —

Total financial  
liabilities 51,984 17,920 25,998 12,212 50,849 17,378 29,859  7,908 43,779 16,589 21,257 6,526

1)  Pre-payments as well as statutory receivables and liabilities excluded.
2)  Including interest.
3)  As of 2019 maturity of lease liabilities under IFRS 16 are included in the table.
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Status at year end
As of December 31, 2020, Volvo Car Group's interest-bearing assets 
consisted of cash in the form of cash at bank, short term deposits and 
commercial papers. The average interest fixing term on these assets 
was less than one month. The average interest fixing term on debt was 
around 24 (23) ((20)) months. At year end the duration of the net debt 
position was 22 (21) ((19)) months. The average cost of borrowing was 
2.5 (2.9) ((3.2)) per cent.

To manage interest rate risk, the Volvo Car Group uses interest 
rate swaps. 

The table below shows the estimated effect in MSEK of a parallel 
shift of the interest curves up or down by one per cent (100 basis 
points) on all external loans and interest rate swaps.

Interest rate sensitivity, effect on 
Finance Net 2020 2019 2018

Market rate +1% –22 –69 –44

Market rate –1% 17 54 15

Hedge accounting – fair value hedge
Hedge accounting can be applied for hedging of changes in the fair 
value of fixed rate loans (bank loans or issued bonds) due to changes 
in market interest rate. Changes in the fair value of derivatives that 
are designated and qualify as fair value hedges are recorded in the 
income statement, together with any changes in the fair value of the 
hedged loan that are attributable to the hedged risk. The carrying 
amount of the hedged loan is adjusted for the gain or loss attributa-
ble to the hedged risk, i.e. the loan is recorded at amortised cost with 
a fair value adjustment. Both gains and losses relating to the interest 
rate swaps and the changes in the fair value of the hedged fixed rate 
loans attributable to the interest rate risk are recognised in the 
income statement within financial expenses. 

Volvo Car Group hedges the fair value risk of the MEUR 500 bond 
issued in May 2016 by using interest rate swaps, the bond with fixed 
interest payments has been swapped into floating interest. Changes 
in fair value of the interest component of the bond is hedged through 
a fair value hedge by means of interest rate swaps. The carrying 
amount of the bond is MSEK 5,017 (5,229)(( 5,105)). A fair value 
adjustment related to the interest component of the bond is included 
in the carrying amount of the bond. The fair value component of the 
carrying value amounts to MSEK 7 (20) ((14)). 

Commodity price risk management
Commodity price risk is the risk that the cost of materials could 
increase as commodity prices rise in global markets. Changes in 
commodity prices impact Volvo Car Group's cash flow and earnings.

Strategic commodity price risk arises from the procurement mix of 
commodities and is primarily managed through contracts with the 
suppliers using clauses or similar constructions and fixed prices with 
suppliers. 

Volvo Car Group Financial Policy Framework
Forecasted cash flows in commodities for the coming 48 months 
can be hedged up to 70 per cent with adequate financial instru-
ments. The hedging strategy shall be proposed by Group Treasury 
and approved by CFO. Hedging strategy shall be revised at least 
quarterly.

Status at year end 
Raw material
In 2020, Volvo Car Group had cost for raw materials of approxi-
mately MSEK 17,369 (15,699) ((16,000)). A one per cent change in 
the prices of raw materials has an impact on operating income of 
approximately MSEK 105 (157) ((159)).

Volvo Car Group manages risk of changes in copper prices in the 
forecasted copper consumption with forwards and futures contracts.

Electricity
Volvo Car Group manages the changes in prices for electricity by using 
forward contracts. The hedging is performed for the electricity usage 
in the European factories and is managed under an advisory contract. 
The highly probable forecast transactions in electricity consumption 
that are hedged are expected to occur in any chosen calendar quarter 
during the next 48 months. 

The hedging instruments used are bilateral OTC contracts. 
A one per cent change in the electricity spot price has an impact 

on other comprehensive income of MSEK 2 (3)((4)). 

Hedge accounting – cash flow hedge of commodity price risk
Hedge accounting is applied for cash flow hedging of commodity 
price risk. Gains and losses on the effective portions of derivatives 
designated under cash flow hedge accounting, i.e. the value of the 
hedging instrument that corresponds to the value of forecasted 
commodity consumption, are recognised in other comprehensive 
income and accumulated in other reserves in equity. The gains and 
losses are then recognised in the income statement in the periods in 
which the hedged forecast transaction affects the income state-
ment. Any ineffectiveness in a hedge relationship is recognised in the 
income statement.

As of December 31, 2020 the cash flow hedge reserve related to 
commodity hedges, included in other reserves in shareholders’ 
equity, amounts to MSEK 12 (31) ((109)) before tax. Ineffectiveness 
has affected net income for 2020 and amounts to –1 (—) ((—)).

Fair value of derivatives for  
commodity hedging 2020 2019 2018

Hedge reserve 12 31 109

Recognised in other  
comprehensive income 12 31 109

Non hedge accounting — — —

Recognised in other operating 
income and expenses — — —

Total fair value 12 31 109

Credit risk management
Volvo Car Group’s credit risk can be divided into financial credit risk 
and operational credit risk. These risks are described in the following 
 sections.

Financial counterparty credit risk
Volvo Car Group Financial Policy Framework
Credit risk on financial transactions is the risk that Volvo Car Group 
will incur losses as a result of non-payment by counterparties related 
to the Volvo Car Group’s bank accounts, investments of cash sur-
plus, bank deposits or derivative transactions. All investments must 
meet the requirements of low credit risk, high liquidity and the expo-
sure with any single counterparty is limited. All counterparties used 
for investments and derivative transactions shall have credit rating 
A- or better from one of the well-established credit rating institu-
tions and ISDA agreements are required for counterparties with 
which derivative contracts are entered. Limits are established 
according to counterparty credit rating and limit usage is monitored 
for the Volvo Car Group's treasury counterparties and deposits are 
diversified between relationship banks. Subsidiary bank balances 
are diversified in order to limit credit risk. 
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Status at year end
As of December 31, 2020, the maximum amount exposed to finan-
cial credit risk amounts to 71,674 (55,850) ((42,962)) this encom-
pass cash and cash equivalents MSEK 61,592 (51,997) ((40,170)), 
investments in marketable securities MSEK 8,087 (3,518) ((1,577))
and fair value of outstanding derivative assets MSEK 1,995 (335) 
((1,215)). The maximum amount exposed to credit risk for financial 
instruments is best represented by their fair values, see table ‘Finan-
cial assets and liabilities by category’ in this note. 

No financial assets or liabilities are offset in the balance sheet. 
Derivative contracts are subject to master netting agreements 
(ISDA). No collateral has been received or posted. The table below 
shows derivatives covered by master netting agreements (ISDA).

Outstanding net  
position for derivative 
instruments Gross

Offset in  
Balance 

sheet

Net in  
Balance 

sheet

Master  
netting 
agree-
ments

Net 
position

December 31, 2020

Derivative assets 1,995 — 1,995 –1,384 611

Derivative liabilities 2,005 — 2,005 –1,384 621

December 31, 2019

Derivative assets 335 — 335 –250 85

Derivative liabilities 5,909 — 5,909 –250 5,659

December 31, 2018

Derivative assets 1,215 — 1,215 –950 265

Derivative liabilities 3,451 — 3,451 –950 2,501

Operational credit risk
The operational credit risk arises from accounts receivables. For the 
risk in customer and dealer financing, the objective is to have a sound 
and balanced credit portfolio and to engage in credit monitoring by 
means of detailed procedures which include follow-up and repos-
session. In cases where the credit risk is considered unsatisfactory a 
letter of credit or other instruments are used. The maximum amount 
exposed to operational credit risk is the carrying amount of accounts 
receivables, see table ‘Financial assets and liabilities by category’ in 
this note. For quantification of credit risk in accounts receivable refer 
to Note 19 – Accounts receivable and other current assets. 

Financial Instruments – Classification and measurement
Financial instruments are divided into three levels depending on the 
market information available.

• Level 1: Instruments are valued based on quoted prices (unad-
justed) in active markets for identical assets or liabilities that the 
entity can access at the measurement date.

• Level 2: Instruments are valued based on quoted prices included 
within level 1 that are observable for the assets or liabilities, either 
directly or indirectly.

• Level 3: Instruments are valued based on unobservable inputs for 
the assets or liabilities.

Most derivative, financial instruments and commercial papers that 
Volvo Car Group holds as of December 31, 2020 belong to level 2. 
Amounts invested in other long-term securities amounts to MSEK 
2,449 (296) ((190)) whereof MSEK 1,208 (—) ((—)) is holdings cat-
egorised as level 1 financial instruments and MSEK 1,241 (296) 
((190)) is categorised as level 3 financial instruments. The most sub-
stantial level 3 investment is that of unlisted share warrants in the 
listed company Luminar and so called earn-out share rights in the 
same company, a financial investment received as part of the listing 
of the company. The valuation of these instruments is based on: 
• The probability of whether Volvo Car Group will fulfill contractual 

terms and when in time we would do this
• The risk-free interest rate
• Volatility of the underlying share price

There are also traditional holdings of equity instruments in Luminar. 
The Luminar stock became listed in December 2020. Before the list-
ing, the equity holdings in Luminar were categorised as a level 3 
instrument but have now become a level 1 instrument. No other 
transfers between the levels of the fair value hierarchy have occurred 
during the period. The fair value for share warrants and earn-out 
share rights in the level 3 category financial instruments as per 
December 31, 2020 amounts to MSEK 874 (—) ((—)) and the finan-
cial income of the same instruments recognised in the income state-
ment is MSEK 874 (—) ((—)). The share warrants as of December 31, 
2020 were deep in the money with a strike price well under the cur-
rent list price. The total fair value change amounted to the recog-
nised value. There are also other holdings of non-listed equity instru-
ments that are categorised as level 3 and they are valued at fair value 
when there is information available indicating that the value has 
changed, for example if there has been a transaction in the instru-
ment during the period. 

Sensitivity analysis for warrants (MSEK)

Likelihood of triggering event 

Volatility –10% –5% 0% 5% 10%

70% 605 654 703 752 801

75% 607 656 705 754 803

80% 608 658 707 757 806

85% 611 660 710 759 809

90% 613 662 712 762 811

Fair value estimation
The table below presents Volvo Car Group’s financial assets and lia-
bilities that are measured at fair value.
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December 31, 2020 Level 1 Level 2 Level 3 Total

Derivative instruments for hedging of currency risk in future commercial cash flows — 1,907 — 1,907

Derivative instruments for hedging of currency risk related to financial assets and liabilities — 4 — 4

Derivative instruments for hedging of interest rate risk — 42 — 42

Commodity derivatives — 42 — 42

Commercial papers1) — 1,526 — 1,526

Other long-term securities holdings 1,208 — 1,241 2,449

Total assets 1,208 3,521 1,241 5,970

Derivative instruments for hedging of currency risk in future commercial cash flows — 1,341 — 1,341

Derivative instruments for hedging of currency risk related to financial assets and liabilities — 634 — 634

Commodity derivatives — 30 — 30

Total liabilities — 2,005 — 2,005

December 31, 2019 Level 1 Level 2 Level 3 Total

Derivative instruments for hedging of currency risk in future commercial cash flows — 224 — 224

Derivative instruments for hedging of currency risk related to financial assets and liabilities — 38 — 38

Derivative instruments for hedging of interest rate risk — 31 — 31

Commodity derivatives — 42 — 42

Commercial papers1) — 7,321 — 7,321

Other long-term securities holdings — — 296 296

Total assets — 7,656 296 7,952

Derivative instruments for hedging of currency risk in future commercial cash flows — 5,687 — 5,687

Derivative instruments for hedging of currency risk related to financial assets and liabilities — 211 — 211

Commodity derivatives — 11 — 11

Total liabilities — 5,909 — 5,909

December 31, 2018 Level 1 Level 2 Level 3 Total

Derivative instruments for hedging of currency risk in future commercial cash flows — 1,007 — 1,007

Derivative instruments for hedging of currency risk related to financial assets and liabilities — 81 — 81

Derivative instruments for hedging of interest rate risk — 16 — 16

Commodity derivatives — 111 — 111

Commercial papers1) — 2,152 — 2,152

Other long-term securities holdings — — 190 190

Total assets — 3,367 190 3,557

Derivative instruments for hedging of currency risk in future commercial cash flows — 3,327 — 3,327

Derivative instruments for hedging of currency risk related to financial assets and liabilities — 122 — 122

Commodity derivatives — 2 — 2

Total liabilities — 3,451 — 3,451

1)   Whereof MSEK 750 (1,101) ((1,064)) are reported as marketable securities in the balance sheet and MSEK 776 (6,220) ((1,088)) are reported as cash and cash 
equivalents.
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The carrying amount essentially equals the fair value for all current 
items. 

For aging analysis regarding accounts receivable refer to Note 19 
– Accounts receivable and other current assets. For aging analysis 

regarding liabilities to credit institutions refer to Funding and liquid-
ity risk management section in this note. Accounts payables are for 
the most part due within 60 days.

Financial instruments at fair value  
through the income statement

Financial assets and liabilities by category

Instruments 
held for 
 trading

Derivatives 
used in 
hedge 

accounting
Financial 
liabilities

Financial 
assets car-

ried at amor-
tised cost

Other  
liabilities Total Fair value

December 31, 2020

Receivables on parent company — — — — — — —

Other long-term securities holdings 2,449 — — — — 2,449 2,449

Other non-current assets1) — — — 3,292 — 3,292 3,292

Accounts receivable — — — 14,776 — 14,776 14,776

Derivative assets 181 1,814 — — — 1,995 1,995

Other current assets1) — — — 5,017 — 5,017 5,017

Marketable securities 750 — — 7,337 — 8,087 8,087

Cash and cash equivalents 776 — — 60,816 — 61,592 61,592

Total financial assets 4,156 1,814 — 91,238 — 97,208 97,208

Bonds and liabilities to credit institutions2) — — — — 34,361 34,361 35,252

Other non-current liabilities1) — — 154 — 4,508 4,662 4,662

Accounts payable — — — — 46,635 46,635 46,635

Derivative liabilities 782 1,223 — — — 2,005 2,005

Other current liabilities1) — — — — 12,210 12,210 12,210

Total financial liabilities 782 1,223 154 — 97,714 99,873 100,764

December 31, 2019

Receivables on parent company — — — 54 — 54 54

Other long-term securities holdings 296 — — — — 296 296

Other non-current assets1) — — — 2,844 — 2,844 2,844

Accounts receivable — — — 13,243 — 13,243 13,243

Derivative assets 71 264 — — — 335 335

Other current assets1) — — — 4,102 — 4,102 4,102

Marketable securities 1,101 — — 2,417 — 3,518 3,518

Cash and cash equivalents 6,219 — — 45,778 — 51,997 51,997

Total financial assets 7,687 264 — 68,438 — 76,389 76,389

Bonds and liabilities to credit institutions2) — — — — 30,237 30,237 31,163

Other non-current liabilities1) — — 122 — 2,420 2,542 2,542

Accounts payable — — — — 44,876 44,876 44,876

Derivative liabilities 219 5,690 — — — 5,909 5,909

Other current liabilities1) — — — — 13,916 13,916 13,916

Total financial liabilities 219 5,690 122 — 91,449 97,480 98,406

December 31, 2018

Receivables on parent company — — — 54 — 54 54

Other long-term securities holdings — — — — — — —

Other non-current assets1) — — — 2,544 — 2,544 2,544

Accounts receivable — — — 13,704 — 13,704 13,704

Derivative assets 97 1,118 — — 1,215 1,215

Other current assets1) — — — 3,849 — 3,849 3,849

Marketable securities 1,064 — — 513 — 1,577 1,577

Cash and cash equivalents 1,088 — — 39,082 — 40,170 40,170

Total financial assets 2,249 1,118 — 59,746 63,113 63,113

Bonds and liabilities to credit institutions2) — — — — 23,648 23,648 23,687

Other non-current liabilities1) — — 312 — 2,687 2,999 2,999

Accounts payable — — — — 43,633 43,633 43,633

Derivative liabilities 124 3,327 — — — 3,451 3,451

Other current liabilities1) — — — — 11,971 11,971 11,971

Total financial liabilities 124 3,327 81,939 — 81,939 85,702 85,741

1)  Pre-payments as well as statutory receivables and liabilities excluded.
2)  The carrying amount of the bonds are presented above including a fair value adjustment amounting to MSEK 7 (20) ((14)), which relates to the fair value hedge, see 

Accounting principles in this note. Fair value of the bonds is estimated based on level 1 inputs.
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Dec 31, 2020 Dec 31, 2019 Dec 31, 2018

Nominal amounts and fair values of derivative instruments
Nominal 
amount

Fair 
value

Nominal 
amount

Fair 
value

Nominal 
amount

Fair 
value

Derivative instruments for hedging of currency risk related to financial assets and liabilities

Foreign exchange swaps and forward contracts

– receivable position1) 1,152 5 5,931 38 11,273 81

– payable position2) 30,272 –634 16,999 –211 13,928 –122

Subtotal 31,424 –629 22,930 –173 25,201 –41

Derivative instruments for hedging of currency risk in future commercial cash flows

Foreign exchange swaps and forward contracts

– receivable position1) 39,660 1,785 14,409 221 31,900 1,002

– payable position2) 32,094 –1,194 64,763 –5,679 61,750 –3,317

Currency options

– receivable position1) 4,297 121 732 3 2,005 5

– payable position2) 6,220 –147 1,465 –8 3,152 –10

Subtotal 82,271 565 81,369 –5,463 98,807 –2,320

Derivative instruments for hedging of interest rate risk

Interest rate swaps

– receivable position1) 7,518 42 7,774 31 5,876 16

– payable position2) — — — — — —

Subtotal 7,518 42 7,774 31 5,876 16

Derivative instruments for hedging of commodity price risk

Forward contracts

– receivable position1) 157 42 494 42 47 111

– payable position2) 184 –30 127 –11 3 –2

Subtotal 341 12 621 31 50 109

Total 121,554 –10 112,694 –5,574 129,934 –2,236

1)  Financial instruments included in the balance sheet under other non-current assets and other current assets.
2)  Financial instruments included in the balance sheet under other non-current liabilities and other current liabilities.

The table below shows how gains and losses as well as interest income and expenses have affected the income statement divided on the  different 
categories of financial instruments.

Net gains/losses, interest income and expenses 
related to financial instruments 2020 2019 2018

Recognised in operating income 
Gains/ 
losses

Interest  
income

Interest  
expenses

Gains/ 
losses

Interest  
income

Interest  
expenses

Gains/ 
losses

Interest  
income

Interest  
expenses

Financial assets and liabilities at fair value through  
the income statement

Derivative instruments for hedging of currency and com-
modity risk in future commercial cash flows rerouted 
from the hedge reserve, including time value in options 
and cross currency options –3,335 — — –3,537 — — –796 — —

Electricity derivatives — — — — — — –2 — —

Financial assets carried at amortised cost,  
other financial liabilities

Accounts receivable/accounts payable1),2) –1,001 — — 540 — — 76 — —

Effect on operating income –4,336 –2,997 — — –722 — —

Recognised in financial items

Financial assets and liabilities at fair value through  
the income statement

Derivative instruments for hedging of currency risk 
related to financial assets and liabilities –880 — — 94 — — 669 — —

Derivative instruments for hedging of interest rate risk 24 17 — 8 15 — 4 11 —

Financial liabilities at fair value through profit and loss –32 — — 17 — — –96 — —

Financial assets at fair value through profit and loss3) 1,948 — — — — — — — —

Marketable securities –133 37 — 24 41 — 117 62 —

Financial assets carried at amortised cost,  
other financial liabilities

Financial assets carried at amortised cost –384 — — 241 — — 408 — —

Cash and cash equivalents1) –1,126 377 — 507 466 — 357 333 —

Other financial liabilities including currency effects1) 2,462 — –806 –941 — –928 –1,648 — –822

Effect on financial items 1,879 431 –806 –50 522 –928 –189 406 –822

1)  The total income and expenses from items that are not measured at fair value through income statement amounts to MSEK 2,839 (1,754) ((1,174)) and MSEK –3,317 
(–1,869) ((–2,470)) respectively.

2)  Unrealised and realised foreign exchange effect on accounts receivable and accounts payable.
3)  Including fair value changes related to warrants and earn-out shares in Luminar.
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ACCOUNTING PRINCIPLES

Marketable securities
Marketable securities are financial instruments that can be quickly 
converted into cash. The maturities tend to be less than one year. In 
Volvo Car Group, marketable securities comprise of interest-bearing 
investments with a term of more than three months from acquisition 
date. 

Cash and cash equivalents
Cash and cash equivalents consist of cash and bank balances as well 
as short-term investments in the form of commercial papers with a 
maturity of maximum 90 days from the date of acquisition, which are 
subject to an insignificant risk of fluctuations in value. 

ACCOUNTING PRINCIPLES

Equity
An equity instrument is any contract that constitutes a residual inter-
est in the net assets of an entity. Volvo Car AB (publ.) has issued 
preference shares recognised as equity instruments. Preference 
shares are equity instruments as long as fundamental criteria for 
classification as equity is fulfilled. Preference shares have a preferen-
tial status compared to common shares, in terms of priority to divi-
dends and priority to net assets in case of a liquidation. However, 
preference shares are subordinated to financial liabilities. 

Group contributions and unconditional shareholders’  
contributions
Distributed group contributions to the main owner are recorded in 
equity, along with the tax effect. Group contributions received from the 
main owner and the tax effect on these contributions are recognised in 
equity in accordance with the principles for shareholders’ contributions. 

Unconditional shareholders’ contributions received from the main 
owner are recognised in equity.

Share capital trend

Day Month Year Event

Change  
in number  
of shares

Total number  
of outstanding 

shares

Par value  
per share,  

SEK

Change in  
share capital, 

SEK

Total share  
capital,  

SEK

07 06 2010 Start date 100,000 100,000 1.00 100,000 100,000

04 05 2016 Bonus issue — 100,000 5.00 400,000 500,000

22 12 2016 Split 400,000 500,000 1.00 — 500,000

22 12 2016 Bonus issue 49,500,000 50,000,000 1.00 49,500,000 50,000,000

22 12 2016 Directed new issue of preference shares 500,000 50,500,000 1.00 500,000 50,500,000

16 12 2019 Redemption of preference shares –500,000 50,000,000 1.00 –500,000 50,000,000

16 12 2019 Directed new issue of preference shares 1,138,794 51,138,794 1.00 1,138,794 51,138,794

Marketable securities
Dec 31, 

2020
Dec 31, 

2019
Dec 31, 

2018

Commercial papers 750 1,101 1,064

Time deposits in banks 7,337 2,417 513

Total 8,087 3,518 1,577

Cash and cash equivalents
Dec 31, 

2020
Dec 31, 

2019
Dec 31, 

2018

Cash in banks 41,168 29,858 24,730

Time deposits in banks 19,648 15,919 14,532

Commercial papers 776 6,220 1,088

Total1) 61,592 51,997 40,170

1)  MSEK 96 (—) ((—)) have been reclassified to asset held for sale. For more 
information, please see Note 33 – Assets and liabilities held for sale. 

Cash and Cash equivalents includes MSEK 2,458 (2,537) ((1,913))  
where limitations exist, mainly liquid funds in certain countries where 
exchange controls or other legal restrictions apply. It is not possible 
to immediately use the liquid funds in other parts of Volvo Car Group, 
however there is normally no limitation for use in Volvo Car Group's 
operation in the respective country.

NOTE 21 –  MARKETABLE SECURITIES AND CASH AND CASH EQUIVALENTS

NOTE 22 – EQUITY

CRITICAL ACCOUNTING ESTIMATES 
AND JUDGEMENTS

Volvo Car Group has issued convertible preference shares. Based on 
the fact that there is no unconditional obligation for Volvo Car Group 
to make any payments to the investors during the contract period,  
the instruments are classified as equity instruments.  

The preference shares constitute equity instruments, since pay-
ment of dividends is subject to a decision by a general meeting of the 
shareholders and a possible redemption (exercising of an embedded 
call option) of preference shares is on Volvo Car AB’s (publ.) initia-
tive. Thus, it is discretionary for the company whether payment of 
dividends or redemption of these preference shares occurs and con-
sequently no contractual obligation exists to pay out funds. In addi-
tion, in the event of conversion of preference shares into ordinary 
shares, the conversion ratio is fixed, 1:1. A conversion of preference 
shares to ordinary shares is subject to a decision by the annual gen-
eral meeting. 
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NOTE 23 – POST EMPLOYMENT BENEFITS

ACCOUNTING PRINCIPLES

Pension benefits
Volvo Car Group has various schemes for post-employment bene-
fits, mainly relating to pension plans. Other benefits can in some 
locations include disability, life insurance and health benefits. Pen-
sion plans are classified either as defined contribution plans or 
defined benefit plans. Volvo Car Group has both defined contribution 
plans and defined benefit plans for qualifying employees in some 
subsidiaries and the largest plans are in Sweden and Belgium.

Under a defined contribution plan, Volvo Car Group pays fixed 
contributions into a separate external legal entity and will have no 
legal obligation to pay further contributions if the fund does not hold 
sufficient assets to pay all employee benefits. The contributions are 
recognised as employee benefit expenses in the income statement 
when earned by the employee. Some defined contribution plans 
combine the promise to make periodic payments with a promise of a 
guaranteed minimum return on investments. Such plans are 
accounted for as defined benefit plans.

A defined benefit plan is a pension plan that defines the amount of 
post-employment benefits an employee will receive upon retire-
ment, usually dependent on one or more factors such as age, years of 
service and compensation. For funded defined benefits plans, plan 
assets have been separated, with the majority invested in pension 
foundations. The net pension provision or asset recognised in the 
balance sheet in respect of defined benefit pension plans is the pres-
ent value of the defined benefit obligation at the balance sheet date 
less the fair value of plan assets. 

The calculation of the present value of defined benefit pension 
obligations is performed according to the Projected Unit Credit 
method. The calculation is performed by independent actuaries. The 
present value of the defined benefit obligation is determined by dis-
counting the estimated future cash outflows using interest rates of 
high-quality corporate bonds, or when these are not available, gov-
ernment bonds that are denominated in the currency in which the 
benefits will be paid, and that have terms to maturity approximating 
to the terms of the related pension liability. The discount rate for the 
Swedish pension obligation is determined by reference to mortgage 
bonds. The most important actuarial assumptions are stated below. 

Actuarial gains and losses arising from changes in actuarial 
assumptions and adjustments based on experience are charged or 
credited to other consolidated comprehensive income in the period 
in which they arise. Past service costs are recognised immediately in 
the income statement when the settlement occurs. 

The net interest cost is calculated by applying the discount rate to 
the net balance of the defined benefit obligation and the fair value of 
plan assets. 

Termination benefits
Termination benefits are payable when employment is terminated by 
Volvo Car Group before the normal retirement date, or whenever an 
employee accepts voluntary redundancy in exchange for these bene-
fits. Volvo Cars recognises termination benefits at the earlier of the 
following dates: (a) when Volvo Cars can no longer withdraw the 
offer of those benefits and (b) when the entity recognises costs for a 
restructuring that involves payment of termination benefits.

The share capital consists of 50,000,000 common A-shares and 
1 138 794 preference P-shares. Each ordinary A-share carries ten 
votes, and each preference share carries one vote. A common 
A-share entitles its holder to a dividend that is determined in due 
course. All issued shares are fully paid.

In 2016, a directed issue of 500,000 preference shares was 
made, whereby MSEK 5,000 was added to equity of Volvo Car 
Group and classified as equity instruments. During 2019 the shares 
were redeemed. In 2019, a directed new issue of 1,138,794 convert-
ible preference shares was made, whereby MSEK 5,011 (reduced by 
transaction costs) was added to equity of Volvo Car Group. 

The share premium relates to issue in kind attributable to Zhejiang 
Geely Holding Group Co., Ltd’s acquisition in year 2010. Share pre-
mium also includes capital received (reduced by transaction costs) in 
excess of par value of issued capital.

Other contributed capital consists of Group contributions from 
Geely Sweden Holding Group and unconditional shareholders’ con-
tribution from Shanghai Geely Zhaoyuan International Investment 
Co., Ltd.

The currency translation reserve comprises exchange rate differ-
ences of hedge instruments of net investments in foreign operations 
and exchange rate differences resulting from the translation of finan-
cial reports of foreign operations that have prepared their financial 
reports in a currency other than Volvo Car Group’s reporting  
currency. The parent company and Volvo Car Group present their 
financial reports in SEK.

The other reserve consists of the change in fair value of cash flow 
hedging instruments in cases where hedge accounting is applied. 

Retained earnings comprises net income for the year and preced-
ing years as well as remeasurements of post-employment benefits. 
Retained earnings also include the effects of business combinations 
under common control within the Geely Group and dividend to 
shareholders.

Non-controlling interests mainly refers to the share of equity that 
belongs to Zhejiang Geely Holding Group Co., Ltd without a con-
trolling influence. Volvo Car Group holds 50 per cent of the equity in 
the following companies; Daqing Volvo Car Manufacturing Co., Ltd, 
Zhangjiakou Volvo Car Engine Manufacturing Co., Ltd, Shanghai 
Volvo Car Research and Development Co., Ltd and up until July 2018 
Polestar New Energy Vehicle Co., Ltd has the decision-making 
power over the operation. In the consolidated financial statements, 
these companies are classified as subsidiaries and fully consolidated 
with a non-controlling interest of 50 per cent. In 2019, the non-con-
trolling interest decreased due to a dividend paid of MSEK 1,381 
from Daqing Volvo Car Manufacturing Co., Ltd to its shareholder 
Zhejiang Geely Holding Group Co., Ltd. In year 2018 the non-con-
trolling interest increased through a capital contribution to Polestar 
New Energy Vehicle Co., Ltd with MSEK 662.
In July 2018, the wholly owned subsidiary Polestar Automotive 
(Shanghai) Co., Ltd acquired the 50 per cent non-controlling interest 
in Polestar New Energy Vehicle Co., Ltd, resulting in a divestment of 
non-controlling interests of MSEK –1,271.

At year end 2020, non-controlling interests amounted to MSEK  
11,006 (9,765) ((8,378)).

Total equity consists of the equity attributable to the owners of the 
parent company and non-controlling interests. At year end 2020, the 
Volvo Car Group's total equity amounted to MSEK 70,418 (63,648) 
((61,251)).
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CRITICAL ACCOUNTING ESTIMATES 
AND JUDGEMENTS

The value of defined benefit obligations is determined through actu-
arial calculations performed by independent actuaries. The calcula-
tions are based on different assumptions and estimates, for instance 
with regards to the discount rate, future salary increases, inflation, 
mortality rates and demographic conditions. Changes in these 
assumptions affect the calculated value of the post-employee bene-
fits obligations. The discount rate, which is the most critical assump-
tion, is based on market return on high-quality corporate or govern-
ment bonds that are denominated in the currency in which the 
benefits will be paid and with maturities corresponding to the related 
pension liability. The discount rate for the Swedish pension obliga-
tion is determined by reference to mortgage bonds. A decrease in the 
discount rate increases the present value of post-employee benefits 
obligations while an increase in the discount rate has the opposite 
effect. 

Description of the substantial pension schemes within Volvo Car 
Group is presented below.

Sweden
In Sweden, Volvo Car Group has six retirement plans of which three 
are funded. The largest plan overall is the Swedish ITP 2 plan which 
is a collectively agreed pension plan for white collar employees. ITP 
2 is a final salary-based plan. Volvo Car Group’s defined benefit plans 
are secured in three ways: as a provision in the balance sheet, assets 
held in separate pension funds or funded through insurance pay-
ments. The “funded through insurance payments” plans are defined 
benefit plans accounted for as defined contribution plans. In Swe-
den, these plans are secured with the mutual insurance company 
Alecta. 

The portion secured through insurance with Alecta refers to a 
defined benefit plan that comprises several employers and is 
reported according to a pronouncement by the Swedish Financial 
Reporting Board, UFR 10. For 2020, Volvo Car Group did not have 
access to the information to report it's proportionate share of the 
plan's obligations, assets under management and cost, that would 
make it possible to report this plan as a defined benefit plan. Volvo 
Cars estimates it will pay premiums of about MSEK 150 (172) ((167))
to Alecta in 2021. Volvo Car Group's share of the total saving premi-
ums for ITP2 in Alecta as at December 31, 2020 amounted to 0.14 
(0.28) ((0.30)) per cent and Volvo Car Group's share of the total 
number of active policy holders amounted to 1.46 (1.47) ((1.48)) per 
cent.

The collective consolidation level comprises the market value of 
Alecta's assets as a percentage of the insurance obligations calcu-
lated in accordance with Alecta's actuarial methods and assump-
tions, which do not conform to IAS 19. The collective funding ratio is 
normally allowed to vary between 125 and 175 per cent. If the con-
solidation level falls short or exceeds the normal interval one meas-
ure may be to increase the contract price for new subscriptions and 
expanding existing benefits or introduce premium reductions. At 
year end 2020, the consolidation level amounted to 148 (148) ((142)) 
per cent.  

In case local legal requirements exist, funded or unfunded plans 
are credit insured with an external party. 
 
Belgium
In Belgium, Volvo Car Group has three retirement − indemnity plans 
which are all funded. All three are based on the Collective Labour 
Agreement applicable to the company. The pension plan for white 
collar employees and the closed plan for blue collar employees who 
were in service before 2009 are defined benefit plans. The benefits 
are based on the final salary and seniority within the company. The 
pension plan for blue collars who are in service as from 2009 is a 
defined contribution plan. The pension obligations are secured 
through a transfer of the required funds to a separate pension fund. 
The funding of the obligations under these defined benefit and 
defined contribution pension plans is fully externalised through a 
number of pension funds and through insurance contracts.

In Belgium, Volvo Car Group also has early retirement arrange-
ments (termination benefits − bridge plans) as well as seniority pre-
miums (other long-term benefits). The early retirement arrange-
ments are unfunded and the seniority premiums are funded. 

Summary of provision for post-employment benefits
The provision for post-employment benefits have been recognised in 
the balance sheet as follows: 

Dec 31, 
2020

Dec 31, 
2019

Dec 31, 
2018

Post-employment benefits 14,187 12,583 8,425

Other provisions (Note 24) 379 381 337

Closing balance 14,566 12,964 8,762

The tables below show Volvo Car Group's provision for post employ-
ment benefits, the assumptions used to calculate the value of these 
provisions and the plan assets related to these provisions, as well as 
the amounts recognised in the income statement. Volvo Car Group's 
reported pension provision amounts to MSEK 14,566 (12,964) 
((8,762)) in total, which includes endowment insurances and similar 
undertakings amounting to MSEK 379 (381) ((337)) in respect of 
defined premium pension plans in Sweden.
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The actuarial assumptions are the most significant assumptions 
applied when calculating the value of a defined benefit pension plan. 
Volvo Car Group determines the discount rate based on AA-rated 
corporate bonds and mortage bonds that match the duration of the 
obligations. If no such corporate bonds and mortgage bonds are 
available, government bonds are used. 

Inflation assumptions are based on a combination of central banks 
targets, implicit market expectations and long-term analyst fore-
casts. 

Assumptions regarding future mortality are set based on actuarial 
advice in accordance with published statistics and experience in 
each territory. Mortality assumptions for Sweden are based on the 
DUS14 (white collar) mortality study, and the DUS14 (white collar) 
mortality table is generational. Mortality assumptions in Belgium is 
not significant, since there are lump sum payments . 

The actuarial assumptions are annually reviewed by Volvo Car 
Group and modified when deemed appropriate to do so.

Total
of which 
Sweden 

of which 
Belgium Total

of which 
Sweden 

of which 
Belgium Total

of which 
Sweden 

of which 
Belgium

Financial year ending on
Dec 31, 

2020
Dec 31, 

2020
Dec 31, 

2020
Dec 31, 

2019
Dec 31, 

2019
Dec 31, 

2019
Dec 31, 

2018
Dec 31, 

2018
Dec 31, 

2018

Amounts recognised in the statement of 
 financial position

Defined benefit obligation 29,093 20,912 4,297 27,345 19,145 4,227 22,146 15,064 3,784

Fair value of plan assets 14,906 9,239 3,116 14,762 8,873 3,046 13,721 8,455 2,749

Funded status 14,187 11,673 1,181 12,583 10,272 1,181 8,425 6,609 1,035

Net provision (asset) as recorded in the  
balance sheets 14,187 11,673 1,181 12,583 10,272 1,181 8,425 6,609 1,035

Principal actuarial assumptions

Weighted average assumptions to determine 
 benefit obligations

Discount rate, % 1.34 1.45 0.73 1.60 1.70 0.85 2.45 2.50 1.82

Rate of salary increase, % 2.98 3.00 2.91 2.97 3.00 2.91 3.09 3.00 3.16

Rate of price inflation, % 1.72 1.60 1.75 1.73 1.60 1.75 1.91 1.75 2.00

Rate of pension indexation, % 1.73 1.60 N/A 1.73 1.60 N/A 1.88 1.75 N/A

Total
of which 
Sweden 

of which 
Belgium Total

of which 
Sweden 

of which 
Belgium Total

of which 
Sweden 

of which 
Belgium

Financial year ending on
Dec 31, 

2020
Dec 31, 

2020
Dec 31, 

2020
Dec 31, 

2019
Dec 31, 

2019
Dec 31, 

2019
Dec 31, 

2018
Dec 31, 

2018
Dec 31, 

2018

Change in defined benefit obligation

Defined benefit obligation at end of prior year 27,345 19,145 4,227 22,146 15,064 3,784 19,653 12,916 3,450

Service cost 1,030 793 183 670 688 –58 771 565 158

Interest expense 430 323 35 542 373 70 490 345 56

Cash flows –626 –310 –119 –571 –291 –129 –554 –273 –125

Remeasurements 1,469 961 158 4,284 3,311 490 1,500 1,511 101

Effect of changes in foreign exchange rates –555 — –187 274 — 70 286 — 144

Defined benefit obligation at end of year 29,093 20,912 4,297 27,345 19,145 4,227 22,146 15,064 3,784

Change in fair value of plan assets

Fair value of plan assets at end of prior year 14,762 8,873 3,046 13,721 8,455 2,749 13,128 8,135 2,458

Interest income 236 151 27 346 211 53 446 220 153

Cash flows –57 — 67 –21 — 61 422 450 55

Remeasurements 383 215 112 477 207 132 –475 –350 –20

Effect of changes in foreign exchange rates –418 — –136 239 — 51 200 — 103

Fair value of plan assets at end of year 14,906 9,239 3,116 14,762 8,873 3,046 13,721 8,455 2,749

Components of defined pension cost

Service cost 1,030 793 183 670 688 –58 771 565 158

Net interest cost 194 172 8 196 162 17 44 125 –97

Remeasurements of Other long term benefits 95 — 94 28 — 25 52 — 50

Administrative expenses and taxes 25 — 21 24 — 21 22 — 18

Total pension cost  
for defined benefit plans 1,344 965 306 918 850 5 889 690 129

Pension cost for defined contribution plans 3,299 2,784 272 3,315 2,748 271 3,095 2,624 266

Total pension cost recognised in P&L 4,643 3,749 578 4,233 3,598 276 3,984 3,314 395

Remeasurements 
(recognised in other  comprehensive income) 992 745 –47 3,780 3,105 333 1,925 1,861 73

Effect of changes in demographic assumptions –12 — — 13 — — 74 — 78

Effect of changes in financial assumptions 1,422 1,009 40 3,617 2,756 388 455 651 –91

Effect of experience adjustments –36 –49 24 625 555 76 920 861 64

Return on plan assets (excluding interest 
income) –382 –215 –111 –475 –206 –131 476 349 22

Total defined benefit cost  
recognised in P&L and OCI 2,336 1,710 259 4,698 3,955 338 2,814 2,551 202
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Plan assets
Of which with a quoted  

market price

Fair value  
of plan assets 2020 2019 2020 2019

Cash and cash 
 equivalents 2,481 479 2,481 479

Equity instruments 2,114 1,949 2,011 1,949

Debt instruments 5,423 2,793 4,780 2,793

Real estate 9 138 9 9

Investment funds 3,077 7,824 3,072 7,343

Other 1,802 1,579 1,622 1,562

Total 14,906 14,762 13,975 14,135

Plan assets
Of which with a quoted  

market price

Fair value  
of plan assets 2018 2018

Cash and cash 
 equivalents 360 360

Equity instruments 1,511 1,511

Debt instruments 1,920 1,808

Real estate 159 10

Investment funds 8,353 7,194

Other 1,418 1,418

Total 13,721 12,301

Responsibility for the management of several pension plans rest 
with Volvo Car Group and therefore pension trusts have been set up 
in different countries. The assets are held by long-term employee 
benefit trusts that are legally separated from Volvo Car Group.

The assets are available to fund employee benefits only. Sweden, 
Belgium and United Kingdom have the largest pension trusts. The 
pension trusts are managed in accordance with a capital preserva-
tion strategy where the risk exposure is adjusted accordingly. The 
investment strategies are long term and the distribution of assets 
ensures that investment portfolios are well diversified. The capital is 
managed in accordance with the investment policies of each pension 
trust. Continuous monitoring is performed by the trustees to ensure 
that capital is allocated and managed according to the investment 
policies. In Sweden the minimum funding level is decided by PRI 
Pensionsgaranti. 

Total
of which 
Sweden 

of which 
Belgium Total

of which 
Sweden 

of which 
Belgium Total

of which 
Sweden 

of which 
Belgium

Financial year ending on
Dec 31, 

2020
Dec 31, 

2020
Dec 31, 

2020
Dec 31, 

2019
Dec 31, 

2019
Dec 31, 

2019
Dec 31, 

2018
Dec 31, 

2018
Dec 31, 

2018

Net defined benefit provision (asset)  
 reconciliation

Net defined benefit provision (asset) 12,583 10,272 1,181 8,425 6,609 1,035 6,525 4,781 992

Defined benefit cost included in 
the income statement 1,344 965 306 918 850 5 889 690 129

Total remeasurements included in OCI 992 7451) –47 3,780 3,105 333 1,925 1,861 73

Cash flows –595 –309 –208 –576 –292 –211 –1,000 –723 –200

Employer contributions –227 — –187 –225 — –180 –660 –450 –167

Employer direct benefit payments –368 –309 –21 –331 –292 –31 –340 –273 –33

Effect of changes in foreign exchange rates –137 — –51 36 — 19 86 — 41

Net defined benefit provision (asset)  
as of end of year 14,187 11,673 1,181 12,583 10,272 1,181 8,425 6,609 1,035

Defined benefit obligation by participant 
status

Actives 16,124 11,684 3,586 16,982 11,807 3,589 13,289 8,873 3,107

Vested deferreds 6,793 4,756 502 4,854 3,391 458 3,903 2,718 385

Retirees 6,176 4,472 209 5,509 3,947 180 4,954 3,473 292

Total 29,093 20,912 4,297 27,345 19,145 4,227 22,146 15,064 3,784

1)  Whereof MSEK 596 is an adjustment due to changes in the acturial calculation method related to the Swedish ITP2 plan.

Volvo Car Group has a wholly-owned subsidiary, Volvo Car Pen-
sion Management AB  to monitor and review Volvo Car Group's pen-
sion fund assets. 

The actual return on plan assets amounts to MSEK 619 (824) 
((–139)).

Risks 
There are mainly three categories of risks related to defined benefit 
obligations and pension plans. The first category relates to risks 
affecting the actual pension payments. Increased longevity and 
inflation of salary and pensions are the principle risks that may 
increase the future pension payments and hence, increase the pen-
sion obligation. The second category relates to investment return. 
Pension plan assets are invested in a variety of financial instruments 
and are exposed to market fluctuations. Poor investment return may 
reduce the value of investments and render them insufficient to 
cover future pension payments. The final category relates to the dis-
count rate used to measuring the obligation and the plan assets. The 
discount rate used for measuring the present value of the obligation 
may fluctuate which impacts the valuation of the defined benefit 
obligation. The discount rate also impacts the value of the interest 
income and expense that is reported in the financial items and the 
service cost. The risk related to pension obligations, i.e. mortality 
exposure, discount rate and inflation, are monitored on an ongoing 
basis. 

Sensitivity analysis 
on defined benefit obligation Sweden Belgium

Discount rate +0.5% –2,200 –233

Discount rate –0.5% 2,521 262

Inflation rate +0.5 % 2,522 149

Inflation rate –0.5% –2,200 –140

The weighted average duration of the obligation is 22.5 (23.1) ((21.9)) 
years for Sweden and 11.5 (12.0) ((11.2)) years for Belgium. 



HISTORICAL FINANCIAL INFORMATION

INVITATION TO ACQUIRE SHARES IN VOLVO CAR AB (PUBL)  F-67

NOTE 24 – CURRENT AND OTHER NON–CURRENT PROVISIONS

ACCOUNTING PRINCIPLES

Provisions
Provisions are recognised in the balance sheet when a legal or con-
structive obligation exists as a result of a past event and it is deemed 
more likely than not that an outflow of resources will be required to 
settle the obligation and the amount can be reliably estimated. 

Warranties
Warranty provisions include Volvo Car Group’s cost of satisfying the 
customers with specific contractual warranties, as well as other 
costs not covered by standard contractual commitments. All war-
ranty provisions are recognised at the sale of the vehicles or spare 
parts. The initial calculations of the reserves are based on historical 
warranty statistics considering known quality improvements, costs 
for remedy of defaults etc. The warranty provision booked at point of 
sale is adjusted as campaign decisions for specific quality problems 
are made. On a quarterly basis the provisions are adjusted to reflect 
latest available data such as actual spend, exchange rates, discount-
ing rates etc. The provisions are reduced by virtually certain warranty 
reimbursements from suppliers.

CRITICAL ACCOUNTING ESTIMATES 
AND JUDGEMENTS

Provisions
The amount recognised as provision is the best estimate of the 
expenditure required to settle the present obligation at the balance 

sheet date. Provisions are regularly reviewed and adjusted as further 
information becomes available or circumstances change. If the 
effect of the time value of money is material, non-current provisions 
are recognised at present value by discounting the expected future 
cash flows at a pre-tax rate reflecting current market assessments of 
the time value of money. The discount rate does not reflect such risks 
that are taken into consideration in the estimated future cash flow. 
Revisions of estimated cash flows (both amount and likelihood) are 
recognised as operating cost. Changes to present value due to the 
passage of time and revisions of discount rates to reflect prevailing 
current market conditions are recognised as a financial cost.  

Warranties 
The recognition and measurement of provisions for product warran-
ties is generally connected with estimates. Estimated costs for prod-
uct warranties are charged to cost of sales when the products are 
sold. Estimated warranty costs include contractual warranty, war-
ranty campaigns (recalls and buy-backs) and coverage in excess of 
contractual warranty or campaigns, which is accepted as a matter of 
policy or normal practice in order to maintain a good business rela-
tion with the customer. Warranty provisions are estimated based on 
historical claims statistics and the warranty period. Quality index 
improvements based on historical patterns have been reflected in all 
categories of warranty. Refunds from suppliers that decrease Volvo 
Car Group’s warranty costs are recognised to the extent these are 
considered to be virtually certain, based on historical experience.

 

Warranties Other provisions Total

Balance at 1 January 2018 8,467 3,007 11,474

Provided for during the year 6,662 4,606 11,268

Utilised during the year –4,702 –4,579 –9,281

Reversal of unutilised amounts –559 –83 –642

Translation differences and other 257 49 306

Balance at December 31, 2018 10,125 3,000 13,125

Of which current1) 4,706 2,230 6,936

Of which non-current1) 5,419 770 6,189

Warranties Other provisions Total

Balance at 1 January 2019 10,125 3,000 13,125

Provided for during the year 9,039 4,992 14,031

Utilised during the year –7,283 –3,265 –10,548

Reversal of unutilised amounts –752 –511 –1,263

Translation differences and other 264 39 303

Balance at December 31, 2019 11,393 4,255 15,648

Of which current1) 4,972 3,385 8,357

Of which non-current1) 6,421 870 7,291

Warranties Other provisions Total

Balance at 1 January 2020 11,393 4,255 15,648

Provided for during the year 9,335 4,003 13,338

Utilised during the year –7,035 –3,157 –10,192

Reversal of unutilised amounts –962 –288 –1,250

Translation differences and other –709 –150 –859

Balance at December 31, 2020 12,022 4,663 16,685

Of which current1) 4,721 3,809 8,530

Of which non-current1) 7,301 854 8,155

1)  MSEK 117 (—) ((—)) of recognised current provisions and MSEK 2 ( —) ((—)) of recognised other non-current provisions have been reclassified to liabilities held for 
sale. For more information, please see Note 33 – Assets and liabilities held for sale.
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NOTE 25 – CURRENT AND NON–CURRENT CONTRACT LIABILITIES TO CUSTOMERS

Sales generated 
obligations

Deferred revenue – 
extended service 

business

Deferred revenue – 
sale with repurchase 

commitment

Advance  
payments from  

customers Total

Balance at 1 January 2018 11,840 3,370 1,708 1,252 18,170

Provided for during the year1) 38,161 2,547 4,674 1,311 46,693

Utilised during the year1) –35,767 –2,208 –5,088 –957 –44,020

Translation differences and other 489 243 120 — 852

Balance at 31 December 2018 14,723 3,952 1,414 1,606 21,695

Of which current 14,162 1,421 973 955 17,511

Of which non-current 561 2,530 443 650 4,184

Balance at 1 January 2019 14,723 3,952 1,414 1,606 21,695

Provided for during the year1) 37,742 3,924 2,833 87,436 131,935

Utilised during the year1) –34,860 –3,155 –3,336 –87,332 –128,683

Translation differences and other 509 195 12 25 741

Balance at 31 December 2019 18,114 4,916 923 1,735 25,688

Of which current 17,264 1,765 737 712 20,478

Of which non-current 850 3,151 186 1,023 5,210

Balance at 1 January 2020 18,114 4,916 923 1,735 25,688

Provided for during the year 48,559 2,788 2,700 85,383 139,430

Utilised during the year –47,045 –2,544 –1,867 –84,454 –135,910

Translation differences and other –1,268 –380 –36 –52 –1,736

Balance at 31 December 2020 18,360 4,780 1,720 2,612 27,472

Of which current 17,195 1,675 1,434 1,538 21,842

Of which non-current 1,165 3,105 286 1,074 5,630

1) Gross values have only been updated for the comparative year 2019, without any effect on the balance sheet line item.

ACCOUNTING PRINCIPLES

Contract liabilities to customers are obligations related to contracts 
with customers. Changes to these obligations are recognised as 
Revenue. The amounts include transactions where Volvo Cars either; 

• Has an obligation to transfer goods or services to the customer for 
which Volvo Car Group has received consideration (or an amount 
of consideration is due). This applies to sales with repurchase 
commitment (recognised as an operating lease), sales related to 
extended service as well as of Advance payments from custom-
ers. 

• Has transferred goods or services to the customer but a sales gen-
erated obligation is yet to be paid out or settled by Volvo Cars. 

Sales generated obligations
Sales generated obligations refer to all variable marketing programmes 
not effectuated on the balance sheet date, including discounts and 
residual value guarantees.

Deferred revenue – extended service business 
Volvo Car Group is on some markets offering service contracts to 
customers, normally referred to Extended Service Business where the 
customer signs up for regular services paid for upfront. 

Deferred revenue – sale with repurchase commitment
Deferred revenue – sale with repurchase commitment, is recognised 
as an operating lease contract, where the revenue is recognised over 
the contract period. 

Advance payments from customers
Advance payments from customers refer to payments related to cus-
tomer contracts where Volvo Car Group has received a payment in 
advance of transfer of control over the product or service. 
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NOTE 26 – OTHER NON–CURRENT LIABILITIES

Dec 31,
2020

Dec 31,
2019

Dec 31,
2018

Liabilities related to repurchase com-
mitments 1,537 977 1,307

Derivative liabilities 300 2,455 1,610

Participation in joint venture company1) — 210 103

Other liabilities2)3) 3,040 2,829 1,589

Total 4,877 6,471 4,609

1)  For further information, see Note 13 – Investments in joint ventures and asso-
ciates.

2)  During 2020, the internal profit elimination related to sale of licenses and 
technology to Polestar was reclassified and the comparative figures have 
been adjusted accordingly. The effect in 2019 was MSEK 1,558 on Other 
non-current liabilities. 2018 figures have not been restated. 

3)  MSEK 6 (—) ((—)) of recognised Other non-current liabilities have been 
reclassified to liabilities held for sale. For more information, see Note 33 – 
Assets and liabilities held for sale.

NOTE 27 – OTHER CURRENT LIABILITIES

Dec 31, 
2020

Dec 31, 
2019

Dec 31, 
2018

Accrued expenses and prepaid income2) 10,765 10,233 10,091

Liabilities related to repurchase  
commitments 8,843 10,552 7,869

Personnel related liabilities2) 8,047 5,643 5,026

VAT liabilities 4,991 2,590 2,790

Derivative liabilities 1,705 3,454 1,841

Other liabilities1)2) 3,072 3,318 3,898

Total 37,423 35,790 31,515

1)  During 2020, the internal profit elimination related to sale of licenses and 
technology to Polestar was reclassified and the comparative figures have 
been adjusted accordingly. The effect in 2019 was MSEK 245 on Other cur-
rent liabilities. 2018 figures have not been restated. 

2)  MSEK 406 (—) ((—)) of recognised other current liabilities have been reclas-
sified to liabilities held for sale. For more information, see Note 33 – Assets 
and liabilities held for sale.

NOTE 28 – PLEDGED ASSETS

Dec 31, 
2020

Dec 31, 
2019

Dec 31, 
2018

Restricted cash 236 330 340

Inventory 304 374 311

Real estate mortgages 175 168 161

Floating charges 251 205 154

Other pledged assets 632 679 666

Total 1,598 1,756 1,632

NOTE 29 – CONTINGENT LIABILITIES

ACCOUNTING PRINCIPLES

When a possible obligation does not meet the criteria for recognition 
as a liability it may be disclosed as a contingent liability. These possi-
ble obligations derive from past events and their existence will be 
confirmed only when one or several uncertain future events, which 
are not entirely within Volvo Car Group’s control, take place or fail to 
take place. A contingent liability could also exist for a present obliga-
tion, due to a past event, where an outflow of resources is less likely 
(<50 per cent) or when the amount of the obligation cannot be relia-
bly measured.

CRITICAL ACCOUNTING ESTIMATES  
AND JUDGEMENTS

Legal proceedings
Companies within Volvo Car Group may at times be involved in legal 
proceedings. Such proceedings may cover a range of different mat-
ters in various jurisdictions. These include, but are not limited to, 
commercial disputes such as alleged breach of contract, insufficient 
supplies of goods or services, product liability, patent infringement 
or infringement of other intangible rights. The various matters raised 
are often of a difficult and complex nature and often legally compli-
cated. It is therefore difficult to predict the final outcome of such 
matters. The companies within Volvo Car Group work closely with 
legal advisors and other experts in the various matters in each juris-
diction. A provision is made when it is determined that an adverse 
outcome is more likely than not and the amount of the loss can be 
reliably estimated. In instances where these criteria are not met, a 
contingent liability has been disclosed provided the risk qualifies as 
such a liability. 

Other processes 
Volvo Car Group is as well, like other global companies, from time to 
time involved in processes of varying scope and in various stages 
with regards to for instance import duties and transfer prices. These 
processes are evaluated regularly and provisions are made when it is 
more likely than not that additional fees must be paid and the out-
come can be reliably estimated. If it is not probable that the addi-
tional fees will be paid but the risk is more than remote, such amounts 
are disclosed as contingent liabilities. 

Dec 31, 
2020

Dec 31, 
2019

Dec 31, 
2018

Guarantees to insurance company FPG 173 164 150

Legal claims 61 48 111

Other claims1) 410 423 315

Guarantee commitments 59 76 33

Other contingent liabilities2) 314 162 118

Total 1,017 873 727

1)  In addition to the contingent liabilities related to tax claims there are also tax 
related contingent assets amounting to MSEK — (—) ((33)).

2)  Apart from the above contingent liabilities, there are other commitments and 
guarantees that are not recognised since the likelihood of an outflow of 
resources is very low. 
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Cash flows Non-cash changes

Change in net cash
Jan 1,  
2018

Reclassi-
fications

Foreign 
exchange 

movement
Fair value 

changes

Other  
non-cash 
changes

Dec 31, 
2018

Cash and cash equivalents 35,402 3,962 — 806 — — 40,170

Marketable securities 3,992 –2,558 — 144 –1 — 1,577

Liabilities to credit institutions (non-current) –6,622 –2,706 1,559 –412 — –92 –8,273

Bonds3) –12,749 — — –413 –28 4 –13,186

Other interest-bearing non-current liabilities –84 — — — — — –84

Liabilities to credit institutions (current) –7,426 6,940 –1,559 –112 — –18 –2,175

Net cash 12,513 5,638 — 13 –29 –106 18,029

Change in net cash
Jan 1,  
2019

Dec 31, 
2019

Cash and cash equivalents 40,170 10,742 — 1,085 — — 51,997

Marketable securities 1,577 1,985 — –47 3 — 3,518

Liabilities to credit institutions (non-current) –8,273 497 3,562 –299 — 24 –4,489

Bonds3) –13,186 –8,221 — –211 –6 1 –21,623

Other interest-bearing non-current liabilities –84 — — — — — –84

Liabilities to credit institutions (current) –2,175 1,696 –3,562 –76 — 12 –4,105

Net cash 18,029 6,699 — 452 –3 37 25,214

Change in net cash
Jan 1, 
2020

Dec 31, 
2020

Cash and cash equivalents4) 51,997 12,544 –96 –2,853 — — 61,592

Marketable securities 3,518 4,692 — –94 –5 –24 8,087

Liabilities to credit institutions (non-current) –4,489 –4,009 2,017 604 — –5 –5,882

Bonds, non-current3) –21,623 –5,209 5,254 674 — –46 –20,950

Bonds, current3) — — –5,254 241 13 –10 –5,010

Other interest-bearing non-current liabilities –84 — — — — — –84

Liabilities to credit institutions (current) –4,105 3,610 –2,017 –8 — 7 –2,512

Net cash 25,214 11,628 –96 –1,435 8 –78 35,241

3)  The bonds are presented above at amortised cost. The MEUR 500 fixed interest rate bond issued in May 2016, is hedged into a variable interest rate bond, hence a 
part of the bond is valued at fair value through the income statement, amounting to MSEK 7 (20) ((14)) and the remaining part is valued at amortised cost.

4)  MSEK 96 (—) ((—)) of cash and cash equivalents have been reclassified to assets held for sale. For more information, see Note 33 – Assets and liabilities held for 
sale.

NOTE 30 – CASH FLOW STATEMENTS

2020 2019 2018

Adjustments for items not affecting 
cash flow consist of:

Capital gains/losses on sale of tangible 
and  intangible assets 1,249 388 772

Share of income in joint ventures and 
associates 352 168 –67

Interest effect from the measurement of 
 repurchase obligations –175 –187 –185

Provision for variable pay 1,025 1,035 334

Provision for repurchase commitments 20 –23 –110

Other provisions 2,704 — —

Deferred income –1,246 –3,011 –2,566

Inventory impairment 169 171 92

Elimination of intra-group profit1) 1,132 891 1,252

Effects of the Polestar Group  
deconsolidation — — 280

IFRS 16 Adjustments –1,416 –1,354 —

Other non-cash items2) 175 –493 266

Total 3,989 –2,415 68

1)  Reclassification of Research and development expenses (related to amortisa-
tion of intangible assets sold to Polestar) to Cost of sales amounted to MSEK 
1,195 in 2018. 

2)  Includes changes in non-current assets and liabilities as well as CO2  credits 
for 2020.
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NOTE 31 – BUSINESS COMBINATIONS

ACCOUNTING PRINCIPLES

In a business combination Volvo Car Group measures all acquired 
identifiable assets and liabilities at fair value. Any surplus amount 
from the purchase price, possible non-controlling interest and fair 
value of previously held equity interests at the acquisition date com-
pared to Volvo Car Group’s share of acquired net assets is recognised 
as goodwill. Any deficit amount (bargain purchase), so called nega-
tive goodwill, is directly recognised as income in the income state-
ment. In step acquisitions, a business combination occurs only on 
the date control is achieved. Transactions with the non-controlling 
interest are recognised within equity as long as control of the subsid-
iary is retained. 

All acquisition-related transaction costs are expensed. Companies 
acquired are consolidated as of the date of acquisition. Companies 
that have been divested are included in the consolidated financial 
statements up to and including the date of the divestment. All busi-
ness combinations are recognised in accordance with the acquisi-
tion method.

CRITICAL ACCOUNTING ESTIMATES  
AND JUDGEMENTS

One area of critical judgement, relevant to Volvo Car Group is the one 
of common control, a situation where there is an acquisition between 
parties under common control. This means the acquired company 
has the same ultimate parent as the acquiring company. The stand-
ard is silent on the subject and Volvo Car Group has therefore made 
a policy choice when it comes to handle common control transac-
tions. Volvo Car Group has elected to apply predecessor accounting, 
meaning that the acquirer consolidates the predecessors respective 
carrying values for assets and liabilities. These are the carrying val-
ues that are related to the acquired entity from the consolidated 
financial statements of the highest entity that has common control 
and for which consolidated financial statements are prepared. When 
applying predecessor accounting, Volvo Car Group has chosen to 
include acquired entities under common control for the entire period 
and not only from the transaction date. Adjustment is also made for 
the comparative period. Hence, the consolidated financial state-
ments include the acquired entity’s results as if both entities (acquirer 
and acquiree) have always been combined. These consolidated 
financial statements will reflect both entities’ full year’s results. The 
corresponding amounts for the previous years also reflect the com-
bined results of both entities, even though the transaction did not 
occur until the current year. The effect in the opening balance of the 
comparative period is accounted for directly in equity.

Zenuity AB, the 50/50 joint venture company that focused on the 
development of assisted and autonomous driving software, was in 
April 2020 divided into two parts in order for the owners Volvo Car 
Corporation and Veoneer Sweden AB, to focus more effectively on 
their respective strategies. On July 1, 2020 the two shareholder 
companies signed and implemented the final agreement whereby 
Volvo Car Group acquired, through a wholly-owned stand-alone sub-
sidiary, Zenseact AB, certain assets and liabilities from the joint ven-
ture company Zenuity AB. The initial focus of Zenseact AB will be 
the development of technology for Volvo Cars’ next generation Scal-
able Platform Architecture, the SPA 2, which over time will funda-
mentally improve road safety around the world.

Purchase price 2020

Purchase consideration 536

Total cost of the combination 536

Acquired assets and liabilities at fair value

Intangible asset 18

Tangible assets 126

Current assets 36

Current liabilities –82

Total fair value of net assets 98

Goodwill 438

Cash effect on business combination

Purchase consideration –536

Change in cash and cash equivalents due to acquisitions –536

Goodwill attributed to the acquisition is explained by the know-how 
developed by the workforce that were transferred to Zenseact AB as 
part of the acquisition and the future value to Volvo Car Group for 
which this knowledge will generate.

Acquisition-related cost upon the release of this report amounts to 
MSEK 4 and have been recognised as administration costs in the 
income statement. There were no contingent liabilities assumed or 
collateral pledges arising from the acquisition.

The acquired business contributed revenues of MSEK 4 and net 
loss of MSEK –141 to Volvo Car Group for the period from July 1 to 
December 31, 2020. The total cost of combination and fair values 
have been determined provisionally, thus, the acquisition analyses 
may be subject to adjustment during a 12 months period.

On July 1, 2020 Zenseact AB also acquired Zenuity AB's wholly -
owned subsidiary Zenuity Software Technology (Shanghai) Co., Ltd. 
Purchase consideration amounted MSEK 12 whereof MSEK 9 
relates to goodwill and MSEK 3 to net assets.

Acquisition after the balance sheet date
Upplands Motor
On January 13, 2021, after approval from competition authorities, 
Volvo Car Group, through one of its wholly owned subsidiaries, Volvo 
Personvagnar Norden AB finalised the acquisition of Upplands 
Motor. 

The acquisition consists of 100 per cent of the shares in Upplands 
Motor AB, Upplands Motor Kronåsen AB, Bilpark i Hufvudstaden 
AB, Upplands Motor Hyrbilar AB, Upplands Motor Personvagnar AB 
and 10 per cent of the shareholding in Upplands Motor Mark KB and 
Upplands Motor Fastigheter i Märsta KB. The acquisition of 
Upplands Motor, the Stockholm-based dealership, is a vital part of 
Volvo Cars aim to transform its retail business into a modern cus-
tomer experience with a seamless interaction between online and 
offline sales.

Purchase consideration amounted to MSEK 493, including repay-
ment of debt amounting to MSEK 290, and the acquired net assets 
amounted to MSEK 365, resulting in goodwill of MSEK 128. Good-
will attributable to the acquisition is explained by estimated syner-
gies with Volvo Cars current retail operation in the Swedish market 
and increased income over time from the acquired business. 

Acquisition-related cost amounts to MSEK 12 and have been rec-
ognised as administration costs in the income statement.

The total cost of combination and fair values have been deter-
mined provisionally, thus, the acquisition analyses may be subject to 
adjustment during a 12 months period.
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Polestar Group
In 2018, Volvo Car Group derecognised the Polestar business, i.e. 
Polestar Automotive (Shanghai) Co., Ltd and its wholly-owned sub-
sidiaries. Derecognition was made from the date that control of 
these subsidiaries ceased, subsequent to an assessment of level of 
ownership and contractual arrangements between the owners. In 
the case of Polestar control ceased as an effect of the Geely Group 
subscribing for 50 per cent of the equity in Polestar Automotive 
(Shanghai) Co., Ltd, the parent company in the Polestar Group, com-
bined with joint control contractual arrangements. In the consoli-
dated balance sheets, Polestar Group´s assets and liabilities have 
been derecognised, and replaced by an investment in joint venture. 

The investment retained in Polestar Group were recognised at its 
fair value at the date when control were lost. The difference between 
fair value and carring value was recognised directly in equity, as this 
was a transaction with the owner, a common control transaction.
The remeasured value at the date control was lost, is regarded as the 
cost on initial recognition of the investment in the joint venture.  In 
2018 and 2019, subsequent to initial recognition of the investment 
in the joint venture, Geely Group injected capital into Polestar Auto-
motive (Shanghai) Co., Ltd. As these capital injections were an inte-
grated part of above common control transaction, the capital injec-
tion by Geely Group increased Volvo Car Group’s investment in the 
joint venture, and increased equity in Volvo Car Group, reflected as 
transaction with the owner. 

Adoption of preliminary acquistion analysis 
An acquistion analysis is preliminary until adopted which must take 
place within twelve months from the acquisition. The preliminary 
acquisition analysis previously recognised for Fastighetsbolag 
Sörred 8:9 AB and Volvo Car Real Estate and Assets 3 AB was 
adopted in 2019.

Real estate companies Sörred
On December 3, 2018, Volvo Car Group acquired by way of appropri-
ation 100 per cent of the shares in Fastighetsbolag Sörred 8:9 AB 
and Volvo Car Real Estate and Assets 3 AB. The acquired real estate 
companies own land, a petrol station and a car wash. The petrol  
station and the car wash are currently operated by Volvo Bil i Göte-
borg AB

Purchase price 2018

Purchase consideration 82

Total cost of the combination 82

Acquired assets and liabilities at fair value

Intangible asset 

Tangible assets 83

Deferred tax liabilities –16

Current liabilities –7

Total fair value of net assets 60

Goodwill 22

Cash effect on business combination

Purchase consideration –82

Assignation of receivables to Volvo Car Group –6

Change in cash and cash equivalents due to acquisitions –88

Goodwill is attributable to the future estimated increased income 
from the acquired petrol station business. Acquisition-related costs 
for 2018 amounted to MSEK 0,3 and have been reported as admin-
istration costs in the income statement. There were no contingent 
liabilities assumed or collateral pledges arising from the acquisition. 
The fair value of the acquired receivables amounts to MSEK 0. 

The acquired business contributed revenues of MSEK 0 and net 
profit of MSEK 0 to the Group for the period from December 3 to 
December 31, 2018. The total cost of combination and fair values 
have been determined provisionally, thus, the acquisition analyses 
may be subject to adjustment during a twelve months period. 

Adoption of preliminary acquistion analysis 
An acquistion analysis is preliminary until adopted which must take 
place within twelve months from the acquisition. 

The preliminary acquisition analysis previously recognised for 
Automotive Components Floby AB was adopted in 2018, resulting 
in a MSEK 5 increase of the goodwill that arose on the acquistion.
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NOTE 32 – SEGMENT REPORTING

ACCOUNTING PRINCIPLES

Operating segments are defined as parts of Volvo Car Group for 
which separate financial information is available and is evaluated 
regularly by the Chief operating decision-making body how to allo-
cate resources and in assessing performance. 

The automotive business includes all activities related to develop-
ment, design, manufacturing, assembly and sale of vehicles, as well 
as sale of related parts and accessories from which Volvo Cars 
derives its revenues. Volvo Car Group is managed by the Executive 
management team (EMT) with 10 (12) ((15)) members, led by the 
CEO and overseen by the Board of Directors. EMT takes all signifi-
cant operating decisions and members of EMT have the responsibil-
ity for implementation of decisions in their respective areas. The 
operating decision-making is at EMT level as a whole and Volvo Car 
Group consider the EMT to be the Chief operating decision-making 
body. All substantial decisions regarding allocation of resources as 
well as the assessment of the performance is based on Volvo Car 
Group as a whole. 

CRITICAL ACCOUNTING ESTIMATES  
AND JUDGEMENTS

The regional organisation is not considered to constitute reporting 
segments. The main purpose of the regional organisation is to 
emphasise the responsibility for the regional market from a sales per-
spective, with an increased focus on sales with more direct involve-
ment from Group Management. All substantial decisions regarding 
allocation of resources as well as the assessment of the performance 
is based on Volvo Car Group as a whole. The allocation of resourses 
is not done by regions, but rather directly to individual markets. 
Therefore Volvo Car Group is considered to have only one operating 
segment.

For further information of the geographic spread of revenue, see 
Note 2 – Revenue. The geographic spread of non-current assets is 
disclosed below.

Sweden China
Rest of  

the World

Dec 31, 2020

Non-current assets 69% 11% 20%

Dec 31, 2019

Non-current assets 65% 15% 20%

Dec 31, 2018

Non-current assets 66% 15% 19%

NOTE 33 – ASSET AND LIABILITIES HELD FOR SALE

ACCOUNTING PRINCIPLES

For a non-current asset or disposal group to be classified as held for 
sale it needs to be available for immediate sale in its present condi-
tion and the sale needs to be highly probable. For the sale to be 
highly probable, management needs to be committed to a plan to 
locate a buyer and sell the non-current asset or disposal group. The 
sales price has to be reasonable in relation to its current fair value and 
the sale should be completed within one year from the date of classi-
fication.

When the criteria for being classified as a non-current asset or a 
disposal group held for sale are fulfilled, the asset or disposal group 
is presented separately in the balance sheet. The related liabilities of 
a non-current asset or disposal group are also recognised separately 
in the balance sheet. The asset or disposal group is recognised at the 
lower end of its carrying amount and fair value after deduction of 
selling expenses. 

On October 7, 2019 Volvo Car Group announced the plan to separate 
the existing combustion engine operations into a stand-alone busi-
ness, with the intention to, in a second step, merge these activities 
with those of Geely, in order to establish a new global supplier which 
will seek to develop next generation combustion and hybrid power-
trains. The proposed new business would enable Volvo Car Group to 
focus on the development of its all-electric range of premium cars. 

As of December 31, 2020, assets and liabilities related to the 
combustion engine operations, have been classified as held for sale 
with a net value of MSEK 6,100. The proceeds from the sale trans-
action is expected to exceed the carrying amount of the net assets. 
No translation difference was recognised in other comprehensive 
income related to the reclassified assets and liabilities held for sale. 

The major categories of assets and liabilities classified as held for 
sale are:

2020

Intangible assets 150

Property, plant and equipment 6,594

Deferred tax assets 17

Inventories 968

Other current assets 24

Cash and cash equivalents 96

Total assets 7,849

Other non-current provisions 2

Other non-current liabilities 6

Current provisions 117

Accounts payable 1,198

Current tax liabilities 20

Other current liabilities 406

Total liabilities 1,749
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NOTE 34 – EARNINGS PER SHARE

ACCOUNTING PRINCIPLES

Basic earnings per share is calculated as net income attributable to 
owners of the parent company divided by the weighted average 
number of ordinary shares outstanding during the period, where net 
income is reduced with preference dividends for preference shares, 
which are cumulative, required for the period whether or not the div-
idends have been declared. Diluted earnings per share is calculated 
on an "if-converted" basis in respect of the preference shares, which 

Basic earnings per share  2020 2019 2018

Net income attributible to owners of the parent company 5,834 7,115 6,840

Preference share returns relating to the period –126 –750 –125

Net income attributable to owners of ordinary shares in the parent company 5,708 6,365 6,715

Weighted average number of ordinary shares outstanding, undiluted 50,000,000 50,000,000 50,000,000

Basic earnings per share, SEK 114.15 127.30 134.30

Diluted earnings per share1)  2020

Net income in basic earnings per share 5,708

If preference shares had been converted, no preference yield had accrued 126

Net income in diluted earnings per share 5,834

Weighted average number of ordinary shares outstanding, diluted 51,138,794

Diluted earnings per share, SEK 114.08

1)  Calculation of diluted earnings per share is made for the period/periods for which the preference share not are considered anti-dilutive. If consider anti- dilutive the 
diluted earnings per shares equals basic earnings per share. For 2018 and 2019 the preference share are considered anti-dilutive hence diluted earnings per shares 
equals basic earnings per share

NOTE 35 –  EVENTS AFTER THE REPORTING 
PERIOD

Potential IPO
In May the Board announced that it is evaluating a possible initial 
public offering (IPO) on Nasdaq Stockholm later this year. On Octo-
ber 4, 2021, Volvo Car announced its formal intention to float on the 
Stockholm Stock Exchange. A final decision to list will be subject to 
market conditions, and there are uncertainties on whether the IPO 
will be carried through or not.

Volvo Cars to be fully electric by 2030
In March, Volvo Cars announced its ambitious plans to become a fully 
electric car maker by 2030. This means phasing out all cars with an 
internal combustion engine, including hybrids, from the line-up, which 
is a step towards becoming a climate neutral company by 2040. The 
aim is also for all fully electric models to be sold solely online. 

Volvo Cars launched a new, pure electric C40 recharge
In March, Volvo Cars launched the C40 Recharge, the first Volvo 
model ever to be designed to be pure electric from the start and 
offered online only. The car is based on the CMA platform and is 
planned to be produced in Ghent, starting in autumn 2021.

Tripling production capacity in Ghent
Volvo Cars announced its intention of tripling electric car manufac-
turing capacity at the Ghent plant in Belgium as the company is 

 preparing to meet the fast, growing demand for its Recharge line-up 
of chargeable cars.

Separation of the ICE powertrain operations
Volvo Cars continued to deliver on its plan to separate the combus-
tion engine operations into a stand-alone business, with the inten-
tion of subsequently combining these activities with those of Geely. 
On 30 June, following a decision by the EGM on 31 May 2021, the 
combustion engine operations in Skövde, including the real estate 
were divested from the Group, through a dividend distribution of the 
shares in Powertrain Engineering Sweden AB and Volvo Car Ser-
vices 5 AB, to the main shareholder Geely Sweden. The net effect in 
Equity amounted to MSEK 5,530. 

In July 2021, Volvo Cars took further steps by creating a new com-
pany, which was registered in August under the name Zhejiang Aurobay 
Intelligent Technology Co., Ltd. By the end of 2021, the company will be 
jointly owned by Geely Holding and Volvo Cars, with Geely Holding as 
the largest and controlling share¬holder. The new company will be the 
sole owner of the two operating entities Powertrain Engineering Swe-
den AB and Zhangjiakou Volvo Car Engine Manufacturing Co. The new 
structure will in place by the end of 2021 and Aurobay will be a global 
supplier of complete powertrain solutions including next generation 
combustion engines, transmissions and hybrid solutions.

Private placement in Polestar Group
In March 2021, the strategic affiliate Polestar Automotive Holding 
Ltd Group raised MUSD 550 in external capital from a group of long-

are convertible into ordinary shares. The preference dividends 
deducted in basic earnings per share are added back and the number 
of ordinary shares that would be attributable to the preference 
shares on conversion are added in the denominator. However, such 
adjustment is made only when it would decrease earnings per share. 
If it would increase earnings per share, the preference shares are 
considered anti-dilutive and are not included in diluted earnings per 
share. 

All outstanding share-related incentive programs are cash-set-
tled, with no option to or no substantive option to settle in equity 
instruments, meaning that they contain no dilutive features.
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term financial investors. The private placement was conducted 
through newly issued shares and marks the first time that external 
investors have backed Polestar’s products, brand, industrial capabil-
ity, financial ambitions, and high growth potential. The private place-
ment somewhat diluted Volvo Cars ownership in Polestar. The valu-
ation effects of the dilution in connection with the transaction 
amounted to MSEK 2,039 and were recognised as income from 
shares in joint ventures and associates.

Volvo Cars increased its shareholding in Polestar
Polestar Automotive Holding Ltd is an affiliate owned and jointly 
controlled by Volvo Car Group and PSD Investment Ltd. During July, 
2021 Volvo Cars signed an agreement with PSD Investment Ltd to 
acquire a smaller stake in Polestar from PSD Investment Ltd. As a 
result of the transaction Volvo Cars shareholding in Polestar 
increased from 46.1 per cent to 49.5 per cent. Polestar Automotive 
Holding Ltd remains a joint venture between Volvo Car Group and 
PSD Investment Ltd after the transaction.

Volvo Cars and Northvolt announced Joint Venture plans
In June, Volvo Car Group and Northvolt announced a non-binding 
intention to join forces in battery development and production. The 
first step of the 50/50 owned company is aimed at setting up a 
research and development centre in Sweden that will become oper-
ational in 2022. As a second step the plans are to establish a new 
factory in Europe with potential capacity of up to 50 gigawatt hours 
(GWh) per year. The aim is for production to start in 2026.

ECARX invested in Zenseact AB
In July 2021, ECARX, a related company with the same ultimate 
shareholder as Volvo Cars, but outside the Geely sphere of compa-
nies, acquired a 15 per cent stake in Zenseact AB, through a directed 
share issue. The consideration amounted to MSEK 907.

Volvo Cars to acquire the remining shareholding in the  
“Chinese Operations”
In July 2021, Volvo Cars and Geely Holding entered into an agree-
ment with the intention for Volvo Cars to, in two steps, acquire Geely 
Holding's 50% stake in the manufacturing plants in Daqing and 
Chengdu, as well as the R&D centre in Shanghai. The completion of 
these transactions is subject to regulatory approvals in China, and 
closing is expected during 2022 and 2023.

HaleyTek – collaboration started together with ECARX to  
further develop infotainment system
In September 2021, Volvo Cars and Ecarx jointly established a new 
unit with the aim to further develop and commercialize the infotain-
ment system used in Volvo and Polestar cars. Volvo Cars will own 
60% and Ecarx will own 40% in this new venture which will be a 
consolidated part of Volvo Car Group. The new company named 
HaleyTek AB in September bought IP rights from Volvo Cars amount-
ing to SEK 700m and other assets amounting to SEK 100m.

Volvo Cars to acquire shares in Asia-euro Automobile  
Manufacture (Taizhou) Co., Ltd. (AELQ) (“Luqiao plant”)
Volvo Car Group has an agreement with AELQ related to the produc-
tion of the new range of smaller 40-series CMA-based cars. In Octo-
ber 2021, Volvo Cars and Geely Holding entered into a binding 
agreement for Volvo Cars to acquire 100% of the shares in AELQ. 
Closing of the transaction is expected during the fourth quarter 
2021. The agreement also includes an option for Volvo Cars to 
acquire the leased land and building from Zhejiang Jingang Automo-
bile Co., Ltd.

Volvo Cars entered into agreements with Geely related to 
development and manufacturing of a future car model 
In July 2021, Volvo Cars entered into two separate agreements with 
Ningbo Geely Automobile Research & Development Co., Ltd and 
Zhejiang Liankong Technologies Co., Ltd, related to development 
and manufacturing of a future Volvo Car model based on the Geely 
owned PMA2 vehicle architecture. The license to the IP is expected 
to be acquired early 2022 and the development and manufacturing 
agreement has a duration of 3 years.

MEUR 1,300 sustainability-linked revolving credit facility 
signed
Volvo Cars signed a MEUR 1,300 sustainability-linked revolving 
credit facility, replacing an undrawn MEUR 1,300 credit facility 
signed in 2017. The successful transaction underlines the growing 
confidence in Volvo Cars’ financial and operational transformation. In 
March, the MSEK 10,700 revolving credit facility signed in May 
2020 with a group of four Nordic banks and partly guaranteed by the 
Swedish Export Credit Agency was terminated more than one year 
ahead of its original maturity date at the request of Volvo Cars.

Dividends to shareholders
The Annual General Meeting in Volvo Car AB decided in March 2021 
to distribute a dividend of MSEK 158 (—) to the preference share-
holders. Furthermore, an additional dividend of MSEK 4,130 (—) 
was distributed to the shareholder Zhejiang Geely Holding Group 
Co., Ltd. by the 50 per cent owned Chinese subsidiary Daqing Volvo 
Car Manufacturing Co., Ltd. 

A dividend of MSEK 6,000 (—) was decided by the EGM held on 
31 May 2021. MSEK 21 (—) was distributed to the preference share-
holders, while the remainder of the dividend amounting to MSEK 
5,979 (—) was distributed to Geely Sweden Holdings AB on 30 
June 2021 as a transfer of the shares in Powertrain Engineering 
Sweden AB and Volvo Car Services 5 AB. The net effect in equity 
amounted to MSEK 5,530, as the fair value of the shares was higher 
than the carrying amount. 

Additional dividends to Geely
At the end of August and beginning of September 2021, an addi-
tional dividend of MSEK 5,068 was distributed to the shareholder 
Zhejiang Geely Holding Group Co., Ltd by the 50 per cent owned 
Chinese subsidiary Daqing Volvo Car Manufacturing Co. Further-
more, a dividend of MSEK 492 was decided to be distributed by 
Zhangjiakou Volvo Car Engine Manufacturing Co., Ltd to the share-
holder Zhejiang Geely Holding Group Co., Ltd.

Changes in the Board of Directors
In March 2021, Lila Tretikov and Diarmuid O’Connell was appointed as 
Directors. Lila Tretikov is a leading expert in artificial intelligence and 
business transformation and brings extensive innovation and technol-
ogy experience to the Board. Diarmuid O’Connell has valuable experi-
ence within the areas of electrification and premium car brands, and has 
deep knowledge about retail models and direct-to-consumer business, 
as well as connectivity, autonomous drive and related energy transition 
topics. Winnie Kin Wah Fok resigned from her position on the Board.

Changes in Executive Management
Chief Executive Håkan Samuelsson’s contract was extended to the 
end of 2022. Björn Annwall was appointed Chief Financial Officer in 
April 2021, succeeding Carla De Geyseleer.

Acquisition of Upplands Motor
After the acquisition of Upplands Motor was approved by relevant 
competition authorities the transaction was closed 13 January 2021. 
The consideration amounted to MSEK 493.
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Independent auditor’s report

To the Board of Directors in Volvo Car AB (publ), corporate identity 
number 556810-8988

Report on the consolidated accounts
Opinions
We have audited the consolidated accounts of Volvo Car AB (publ) 
for the period of three financial years ending on December 31, 2020. 
The consolidated accounts of the company are included on pages 
F-19–F-75 in this document.

In our opinion, the consolidated accounts have been prepared in 
accordance with the Annual Accounts Act and International Finan-
cial Reporting Standards (IFRS) as adopted by the EU, and present 
fairly, in all material respects, the financial position of the group as of 
December 31, 2020, December 31, 2019, and December 31, 2018 
and of its financial performance and cash flows for each of the the 
three financial years ending December 31, 2020 in accordance with 
International Financial Reporting Standards (IFRS) as adopted by 
the EU and the Annual Accounts Act.

Basis for opinions
We conducted our audit in accordance with International Standards 
of Auditing (ISA) and generally accepted auditing standards in Swe-
den. Our responsibilitys under those standards are further described 
in the auditor’s responsibilities section. We are independent of the 
group in accordance with professional ethics for accountants in 
Sweden and have otherwise fulfilled our ethical responsibilities in 
accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide basis for our opinions.

Responsibilities of the Board of Directors and the Chief  
Executive Officer
The Board of Directors and the Chief Executive Officer are responsi-
ble for the preparation of the consolidated accounts and that they 
give a fair presentation in accordance with the Annual Accounts Act 
and IFRS as adopted by the EU. The Board of Directors and the Chief 
Executive Officer are also responsible for such internal control as 
they determine is necessary to enable the preparation of consoli-
dated accounts that are free from material misstatements, whether 
due to fraud or error.

In preparing the consolidated accounts, the Board of Directors 
and the Chief Executive Officer are responsible for the assessment 
of the Group’s ability to continue as a going concern. They disclose, 
as applicable, matters related to going concern and using the going 
concern basis of accounting. The going concern basis of accounting 
is however not applied if the Board of Directors and the Chief Execu-
tive Officer intends to liquidate the group, to cease operations, or has 
no realistic alternative but to do so.

Auditor’s responsibility 
Our objectives are to obtain reasonable assurance about whether the 
consolidated accounts as a whole are free from material misstate-
ment, whether due to fraud or error, and to issue an auditor’s report 
that includes our opinions. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit conducted in accord-
ance with ISAs and generally accepted auditing standards in Swe-
den will always detect a material misstatement when it exists. Mis-
statements can arise from fraud or error and are considered material 

if, individually or in the aggregate, they could reasonably be expected 
to influence the economic decisions of users taken on the basis of 
these consolidated accounts.

As part of an audit in accordance with ISAs, we exercise profes-
sional judgment and maintain professional scepticism throughout 
the audit. We also:
• Identify and assess the risks of material misstatement of the con-

solidated accounts, whether due to fraud or error, design and per-
form audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for 
our opinions. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as 
fraud may involve collusion, forgery, intentional omissions, mis-
representations, or the override of internal control.

• Obtain an understanding of the groups’s internal control relevant 
to our audit in order to design audit procedures that are appropri-
ate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the internal control.

• Evaluate the appropriateness of accounting policies used and the 
reasonableness of accounting estimates and related disclosures 
made by the Board of Directors and the Chief Executive Officer.

• Conclude on the appropriateness of the Board of Directors’ and 
the Chief Executive Officer’s use of the going concern basis of 
accounting in preparing the consolidated accounts. We also draw 
a conclusion, based on the audit evidence obtained, as to whether 
any material uncertainty exists related to events or conditions that 
may cast significant doubt on the company’s ability to continue as 
a going concern. If we conclude that a material uncertainty exists, 
we are required to draw attention in our auditor’s report to the 
related disclosures in the consolidated accounts or, if such disclo-
sures are inadequate, to modify our opinion about the consoli-
dated accounts. Our conclusions are based on the audit evidence 
obtained up to the date of our auditor’s report. However, future 
events or conditions may cause a group to cease to continue as a 
going concern.

• Evaluate the overall presentation, structure and content of the 
consolidated accounts, including the disclosures, and whether the 
consolidated accounts represent the underlying transactions and 
events in a manner that achieves a fair presentation.

• Obtain sufficient and appropriate audit evidence regarding the 
financial information of the entities or business activities within 
the group to express an opinion on the consolidated accounts. We 
are responsible for the direction, supervision and performance of 
the group audit. We remain solely responsible for our opinion.
 

We must inform the Board of Directors of, among other matters,  
the planned scope and timing of the audit. We must also inform of 
significant audit findings during our audit, including any significant 
deficiencies in internal control that we identified.

Gothenburg 18 October 2021
Deloitte AB

Jan Nilsson
Authorized public accountant
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