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Fourth Quarter 2018

Full Year 2018

Retail sales 169,700 (158,105) units

Net revenue MSEK 73,025 (60,959)
Operating income (EBIT) MSEK 4,505 (3,616)
Net income MSEK 3,089 (2,963)

Cash flow from operating and investing activities
MSEK 10,484 (3,703)

Key figures (MSEK)

Retail sales 642,253 (571,577) units

Net revenue MSEK 252,653 (208,646)
Operating income (EBIT) MSEK 14,185 (14,061)
Net income MSEK 9,781 (10,225)

Cash flow from operating and investing activities
MSEK 4,705 (-3,800)

First US manufacturing plant inaugurated

Portfolio renewal completed - S60 and V60
launched

Volvo Car Mobility brand launched

Polestar stand-alone group

Q4 Q4 Full year Full year
2018 2017 Change % 2018 2017 Change %

Net revenue 73,025 60,959 19.8 252,653 208,646 2141
Research and development expenses -4,399 -1,973 123.0 -12,098 -10,187 18.8
Operating income (EBIT) 4,505 3,616 24.6 14,185 14,061 0.9
Net income 3,089 2,963 4.3 9,781 10,225 -4.3
EBITDA 9,055" 6,847 32.2 28,593" 26,159 9.3
Cash flow from operating and investing activities 10,484 3,703 183.1 4,705 -3,800 223.8
Net Cash 18,029 12,513 441 18,029 12,513 441

Gross margin, % 20.8 19.8 20.0 22.4
EBIT margin, % 6.2 5.9 5.6 6.7
EBITDA margin, % 12.4 11.2 11.3 12.5

VIncluding effects of additional amortisation related to assets sold to Polestar of MSEK 1,195.

All amounts are in MSEK unless otherwise stated. Amounts in brackets refer to the same period for the preceding year, unless otherwise stated.
All performance measures are further described on page 27.
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CEO Comment

For the first time in our history, we broke the 600k mark with
642,000 cars sold. Our award-winning SUV line up together
with our strengthening brand continues to drive demand and
we have gained market share across all our regions, despite
geopolitical uncertainties. With the XC40, the Group has suc-
cessfully entered a new and fast-growing segment. In total,
revenue grew 21 per cent, another important step on our
growth journey.

Operating income remained flat at SEK 14bn which, con-
sidering new tariffs and increasing price competition, espe-
cially in China, is an acceptable result. However, our margin
decreased, and does not live up to our longer-term ambitions.

In Europe, one factor driving our growth was we offered all
cars in line with the new WLTP emission standards without
delay, which very few competing brands managed.

Investments in our global manufacturing structure, includ-
ing the new US plant, have been well timed considering
emerging tariff issues. In this respect, we have promoted bal-
anced free trade, which we believe is best both for the indus-
try and the consumer.

We continued our electrification transformation as our Twin
Engine sales increased by 65 per cent, reaching an 8.5 per
cent share of our total SPA car sales. Polestar, our new affili-
ate company, will launch its first fully electric car later this
year, the Polestar 2. This will be followed by a fully electric
Volvo XC40, based on the same Volvo developed technology.

Strategic partnerships are a crucial part of our strategy for
autonomous drive development. Following our collaboration
with Uber, we are joining forces with Baidu and have deep-
ened our ties with NVIDIA.

Encouragingly, our free cash flow for the year remained
positive even after our strategic investments in technology
and increased capacity.

Looking ahead, we see a continued positive market seg-
ment in Europe and the US. In China, the demand for cars has

softened for the first time in recent history, though to a lesser

extent in the premium segment.

During 2019, we plan to continue driving global growth and
increase our market share, even though this will mean contin-
ued pressure on our margins. With our strong and very com-
petitive product offering, we have a unique opportunity to
scale our business and improve our brand awareness, which is

key for Volvo Cars’ strategic development.

Hakan Samuelsson
President and CEO
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Sales and Market Development

Fourth Quarter

Maintaining our growth trajectory, Volvo Cars’ fourth quarter global retail sales increased 7.3 per cent year-over-year to 169,700 (158,105)
units, with SUVs accounting for 61.0 (45.9) per cent of total retail sales. Wholesale increased by 7.1 per cent to 180,221 (168,322) units.
China continues to be Volvo Cars’ largest market, followed by the US and Germany. Overall, demand for Volvo Cars’ XC line-up increased in

all regions. The XC60 remained Volvo Cars’ bestseller and growth resumed in the fourth quarter of the year with unit sales increasing 15.1 per
cent, owing to higher demand in all main markets. The overall decline in XC90 sales was mainly driven by the US due to a local contraction
in the segment. As a result of shifting demand towards SUVs, we have ramped down production of the V40, which will also soon be phased
out, while ramping up production of the XC40. This resulted in 27,285 (96) XC40 units being sold, equivalent to 16.1 per cent of total retail
sales, a rather stable development over each quarter during the year. The decline in sales of the S90 and S60 was, to a large extent, the result
of lower market demand within the sedan segmentin the US, the latter also affected by the phase-out of the S60 Classic and phase-in of the

new S60 which was launched during the year. Sales growth of the V60 reflects the increased demand in Europe following the introduction

of the new model during the year, with the new V60 Cross Country being introduced in December.

Q4 Q4 Full year Full year

Retail sales (units) 2018 2017 Change % 2018 2017 Change %
Europe 84,303 79,108 6.6 816,285 298,948 6.5
China 34,401 32,069 7.3 130,593 114,410 141
us 24,334 24,541 -0.8 98,263 81,504 20.6
Other 26,662 22,387 1941 95,162 76,715 24.0
Retail sales total 169,700 158,105 7.3 642,253 571,577 12.4
Wholesales 180,221 168,322 71 656,688 585,307 12.2
Production 176,687 161,589 9.3 669,410 604,030 10.8
EUROPE

Market

New car registrations in Europe declined by 8.1 per cent, as WLTP
rules have resulted in testing capacity bottlenecks for the approval
of new cars, which has weighed on sales. The Swedish passenger
car market continued its decline, registering a decrease in registra-
tions of 27.8 per cent. This was partly due to continued market cor-
rections following Bonus Malus, a new taxation scheme as of July
1ston CO, emissions and increased bonuses for plug-in vehicles, as
well as extended delivery times resulting from WLTP testing con-
straints.

Volvo Cars

Despite a contraction in the region, Volvo Cars’ sales grew 6.6 per
cent in the fourth quarter, reaching 84,303 (79,108) units, with
SUVs accounting for 55.2 (39.2) per cent of total retail sales in
Europe. Growth was mainly driven by the full introduction of the
XC40 which sold 17,827 (96) units in the quarter. All main markets
in the region reported growth with the exception of Sweden, where
retail sales declined 30.6 per cent in line with the local market. The

markets with the highest growth were the UK and Germany, where
units sold reached 12,692 (9,573) and 14,754 (11,54 3) respectively.
In both markets, growth has been particularly driven by the intro-
duction of the XC40, followed by the XC60 and, in Germany, the
V60.

CHINA

Market

The passenger car market in China declined by 17.0 per cent in the
fourth quarter of the year. Slowing economic growth and intensify-
ing trade challenges have impacted demand. Despite these chal-
lenges, the premium car market in China continued to grow, increas-
ing by 4.4 per cent, mainly driven by strong consumer appetite for
vehicles in the middle and large sedan segment.

Volvo Cars
Demand for Volvo Cars’ in China continues to rise, resulting in retail
sales growth of 7.3 per cent year-over-year to 34,401 (32,069)
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units , with SUVs accounting for 54.7 (41.1) per cent of total retail
sales. Sales growth was driven by a strong demand for our SUVs,
growing at 42.9 per cent to 18,817 (13,171) units sold, mainly on the
back of our locally produced XC60. The V and S line-ups both
decreased in sales by 26.6 and 15.7 per cent respectively, driven by
lower demand for the V60, V40 and S60, in line with the market.
Nonetheless, locally produced S90 sales increased by 4.7 per cent,
remaining constant at 25.0 per cent of total retail sales in China.

us

Market

The US vehicle sector remained largely stable at 0.3 per cent
growth in the fourth quarter of the year, as a decline in passenger
cars across the board was partly offset by growth in light truck
sales, which is the main driver of demand in the US.

Retail Sales by Market
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Volvo Cars

In the fourth quarter of the year, retail sales declined slightly by 0.8
per cent to 24,334 (24,542) units. Nonetheless, SUV sales grew
21.7 per cent to 20,529 (16,868) units and accounted for 84.4
(68.7) per cent of total retail sales in the US. This was driven by a
strong pick-up in XC60 sales which grew 46.0 per cent to 9,178
(6,286) units as well as the introduction of the XC40 which sold
3,394 units, slightly offset by a decline in XC90 sales. Sales
declined 55.6 per cent for the S line-up and 28.1 per cent for the V
line-up, as there was a demand shift toward SUVs and the S60
model started reaching the dealerships.

Other Volvo Cars Markets

In other markets, Volvo Cars’ retail sales grew by 19.1 per cent to
26,662 (22,387) with Japan, Russia, Canada and Korea remaining
the biggest markets. SUV sales accounted for 66.2 (51.4) per cent
of total retail sales, and growth was primarily triggered by demand
for the XC40. Sales in Japan grew 21.1 per cent to 4,865 (4,017)
units, mainly driven by the XC40 and the V60. The strongest growth
performance was in Brazil selling 2,024 (1,090) units.

Retail Sales by Carline
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VOLVO CAR GROUP

Sales and Market Development

Full Year

Volvo Cars’ sold 642,253 (571,577) units, an increase of 12.4 per cent year-on-year, following double digit growth across seven of our top
10 markets. SUV sales accounted for 56.0 (47.7) per cent of total retail sales. Wholesales increased by 12.2 per cent to 656,688 (585,307)
units. The best-selling model for the year remains the XC60 which grew 2.4 per cent to 189,459 (184,966) units, despite a strong develop-
ment in 2017 when both the XC60 Classic as well as the new XC60 were available to the market. Demand for the XC90 remained strong
with retail sales growing at 7.6 per cent during the period. The successful ramping up of the Volvo XC40 continues selling 75,828 units in
the year, now fully introduced in all main markets with the exception of China. Conversely, V40 sales decreased, also driven by the phase-out

of the car.

EUROPE

Market

The passenger car market in Europe recorded a slight decline in car
registrations for the full year of 0.8 per cent. New WLTP rules cre-
ated a sell-off prior to implementation during the first half of the
year, resulting in testing bottlenecks post implementation during
the second half of the year.

Volvo Cars

Despite slowing passenger car sales in Europe, Volvo Cars’ sales
growth remained resilient at 6.5 per cent year-over-year to 318,235
(298,948) units. SUVs accounted for 50.0 (43.3) per cent of total
retail sales and increased by 22.8 per cent to 159,014 units, driving
the growth in the market and following the full introduction of the
Volvo XC40 during the year. This offset contractions in the S and V
line-ups. Apart from a 9.8 per cent decline in Sweden, largely a con-
sequence of the Bonus Malus program implemented in July, all main
markets reported growth mainly on the back of XC40 demand.
Growth resumed in the UK with retail sales increasing 8.6 (—1.4) per
cent and in Germany sales grew 11.8 (2.4) per cent.

CHINA

Market

The passenger car market in China declined by 5.7 per cent during
2018, the first annual decline in auto sales in over 20 years. Despite
this, the premium car market continued to grow, increasing 8.5 per
cent during the period.

Volvo Cars

Strong demand continued for Volvo cars in China, with retail sales
growth of 14.1 per cent for the full year 2018 to 130,593 (114,410)
units. SUV sales accounted for 50.0 (45.6) per cent of total retail
sales. Sales growth was mainly driven by the locally produced S90
and XC60, followed by the XC90.

us

Market

Total light vehicle sales in the US grew by a small 0.3 per centin the
full year 2018 as growth of 8.0 per cent in the light truck segment
was offset by a 13.1 per cent decline in the passenger car segment.
The light truck segment encompassed 68.2 (63.3) per cent of total
light vehicle sales and increased 17.0 per cent year-over-year.
Demand for premium XS SUVs is on the rise and recorded 27.3 per
cent growth.

Volvo Cars

Growing faster than the local market, retail sales in the US increased
by 20.6 per cent in the full year to 98,263 (81,504) units. SUV sales
accounted for 78.1 (65.7) per cent of total retail sales. Growth was
driven by strong demand for our XC line-up, mainly the XC40 and
XC60 with retail sales of 12,427 and 32,689 (22,516) units, respec-
tively. Growth was offset to some extent by the decline in S line-up
sales of 31.0 per cent.

Other Volvo Cars Markets

Retail sales growth in other markets remained robust at 24.0 per
cent to 95,162 (76,715) units, driven by higher demand for Volvo
Cars’ SUV portfolio, offset to some degree by moderate declines in
the Sand V line-up. SUV sales accounted for 61.4 (49.0) per cent of
total retail sales. The largest markets were Japan, Russia and Can-
ada. Sales in Japan grew 10.4 per cent to 17,389 (15,751) units
driven by the XC40 and the XC60. Nonetheless, the fastest grow-
ing market was Brazil at 88.8 per cent.
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Top 10 Q4 Q4 Full year Full year

Retail sales by market (units) 2018 2017 Change % 2018 2017 Change %
China 34,401 32,069 7.3 130,518 114,410 141
us 24,334 24,541 -0.8 98,263 81,504 20.6
Germany 14,754 11,543 27.8 45,134 40,364 11.8
Sweden 14,079 20,292 -30.6 67,128 74,397 -9.8
UK 12,692 9,573 32.6 50,065 46,089 8.6
Italy 5,768 4,588 25.7 19,340 17,628 9.7
France 5,596 4,780 171 18,825 16,263 15.8
Belgium 5,334 5,176 3.1 21,201 19,094 11.0
Japan 4,865 4,017 211 17,389 15,751 10.4
Netherlands 3,632 3,384 7.3 16,312 12,216 33.5

Q4 Q4 Full year Full year

Retail sales by model (units) 2018 2017 Change % 2018 2017 Change %
XC60/XC60 Classic 52,412 45,5625 15.1 189,459 184,966 2.4
XC40 27,285 96 — 75,828 96 —
XC90 28,853 26,922 -11.4 94,182 87,518 7.6
V40/V40 Cross Country 18,086 26,254 -31.1 77,587 95,370 -18.6
V60/V60 Cross Country 14,725 13,971 5.4 54,095 51,911 4.2
S90 13,308 17,669 -24.7 57,142 46,602 22.6
V90/V90 Cross Country 12,409 12,786 -2.9 53,461 50,575 5.7
S60/S60 Cross Country 7,622 14,869 -48.7 40,499 54,197 -25.3
Other (discontinued models) — 13 — — 342 —
Total 169,700 158,105 7.3 642,253 571,577 12.4
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Events During the Year

First US manufacturing plant inaugurated

The production start of the new S60 in the Charleston plant was a
proof point of our strategy, “Build where we sell”. The Charleston
plant confirms expanded manufacturing footprint established the
company as a truly global car manufacturer with plants in all three
regions.

Portfolio renewal completed
With the S60 and V60 launched, our portfolio renewal is com-
pleted.

Volvo Car Mobility launched

Volvo Car Mobility launched M - the mobility service. The compa-
ny’s mobility operations will expand to include providing dependa-
ble, on-demand access to cars and services through an intuitive

app.

RY 6120119

Polestar a stand-alone group

The Polestar Group consists of the parent company Polestar Auto-
motive (Shanghai) Co., Ltd, based in China with subsidiaries cur-
rently in China, Sweden and the US. Previously, all entities in the
Polestar Group were wholly owned by Volvo Cars with the excep-
tion of the Chinese manufacturing subsidiary that has been under
joint ownership with Geely, although still consolidated into Volvo
Car Group. During the third quarter, Volvo Cars acquired the
non-controlling interest of 50 per cent related to the Chinese man-
ufacturing entity Polestar New Energy Vehicle Ltd., previously
jointly owned with Geely Group. Further, Geely Group has sub-
scribed for 50 per cent of the equity in Polestar Automotive (Shang-
hai) Co., Ltd, the parent company in the Polestar Group, resulting in
Polestar Group being jointly owned by Volvo Cars and Geely.

In connection with the Geely investment, a shareholders agree-
ment was signed with Geely giving the owners joint control over the
Polestar Group. As a result, it will no longer be consolidated into
Volvo Car Group, a step towards Polestar becoming a stand-alone
electric performance car brand. For further details about this trans-
action, see page 21 (Note 1) and page 25 (Note 4).
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Financial Summary

FOURTH QUARTER 2018 — INCOME AND RESULT

The comparative figures refer to the consolidated income statement of the fourth quarter 2017 if not otherwise stated.

During the fourth quarter, Volvo Cars generated net revenue of
MSEK 73,025 (60,959), an increase of 19.8 per cent, reflecting the
strong continued growth of Volvo Cars’ business. Net revenue
increased in all geographical regions as a result of the positive sales
development. Volume, carline mix and pricing of MSEK 6,320 and
an increase in licenses sold, mainly to Polestar, of MSEK 2,470 (52)
helped to further improve performance. Wholesales increased by
7.1 per cent to 180,221 (168,322) units and the positive effect in
sales mix was mainly driven by the XC40 and the XC60. The
exchange rate effect in net revenue amounted to MSEK 2,649.

Gross income increased to MSEK 15,198 (12,086), resulting in
gross margin of 20.8 (19.8) per cent. The cost of sales increased to
MSEK -57,827 (-48,873), mainly due to higher sales volume,
logistics costs, product mix and custom duties, as well as a foreign
exchange rate impact in cost of sales of MSEK -2,857. The net
effect of foreign exchange rate in gross income was MSEK —208.

Research and development expenses increased to MSEK —4,399
(-=1,973). The increase was driven by product development of new
car models and new technology, as well as from the effects of intan-
gible assets sold to Polestar. For details regarding research and
development expenses, see table below.

Selling and administrative expenses decreased to MSEK —-6,974
(=7,241). The decrease was mainly driven by lower advertising and
sales promotion expenses. The decrease was partly offset by
increased selling expenses of MSEK —2,026 (-1,712), mainly due to
a higher amount of sales personnel, driven by business growth,

Other operating income and expense, net, amounted to MSEK
820 (645) mainly due to a higher amount of sold services to related
parties and decreased royalty expenses. Foreign exchange rate
effects on operating assets and liabilities amounted to MSEK 180.

Operating income (EBIT) increased to MSEK 4,505 (3,616).
EBIT margin increased to 6.2 (5.9) per cent, mainly as a result of an
increase in the net effect of sold licenses which amounted to MSEK
1,275 (52) together with positive volume and sales mix. The net
effect of foreign exchange rate was MSEK —878.

Net financial items amounted to MSEK -382 (-297), which is
mainly driven by increased financial expenses related to a revalua-
tion effect of financial liabilities.

The income tax increase is mainly due to increased profit but also
the net increase of withholding tax costs following the increase of
invoiced licenses. The effective tax rate increased to 25.1 (10.7) per
cent mainly due to timing in withholding tax. Net income amounted
to MSEK 3,089 (2,963). Net income in relation to net revenue
decreased to 4.2 (4.9) per cent.

Q4 Q4
Research and development (MSEK) 2018 2017 Change %
Research and development spending -4,178 -3,139 33.1
Capitalised development costs 2,312 2,167 6.7
Amortisation and depreciation of Research and development -2,633 —-1,001 153.0
Whereof additional amortisation related to assets sold to Polestar =T},1€5 — —
Research and development expenses -4,399 -1,973 123.0
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FULL YEAR 2018 -= INCOME AND RESULT

The comparative figures refer to the consolidated income statement of the full year 2017 if not otherwise stated.

Drivers behind the income and result for the full year 2018 are simi-
lar to those in the fourth quarter.

Volvo Cars generated net revenue of MSEK 252,653 (208,646),
an increase of 21.1 per cent, reflecting growth in Volvo Cars’ busi-
ness across all regions. Wholesales increased by 12.2 per cent to
656,688 (585,307) units and contributed together with a positive
carline mix and pricing effect, mainly driven by the XC40 and XC60,
to the net revenue with MSEK 34,859. The exchange rate develop-
ment contributed with MSEK 6,830 to net revenue. The positive
effects have been offset by a decrease of sold licences amounting
to MSEK 2,541 (4,023).

Gross income increased to MSEK 50,526 (46,658), while gross
margin decreased to 20.0 (22.4) per cent. The increased cost of
sales of MSEK -202,127 (-161,988) was mainly related to higher
sales volume and product mix together with a negative foreign
exchange rate effect in cost of sales of MSEK —6,934. Material
costs, freight and distribution as well as labour and overhead
increased as production and sales increased. Furthermore, gross
margin compared to previous year is effected by the decrease in
sold licenses and an increase in custom duties. The negative effect
was partly offset by received government grants of MSEK 498 (69)
and a net exchange rate effect in gross income of MSEK —104.

Research and development expenses increased to MSEK
-12,098 (-10,187). The increase was driven by product develop-
ment of new car models and new technology, as well as from effects
of intangible assets sold to Polestar. For details regarding research
and development expenses, see table below.

Selling and administrative expenses increased to MSEK —25,372
(-283,448). The increase was mainly driven by an increase of adver-

tising and sales promotion expenses to MSEK -10,301 (-9,279).
The change was related to launch of new car models and advertising
campaigns, and an increase of selling expenses to MSEK -7,070
(-5,987), as new sales personnel were hired to support growth.

Other operating income and expense, net, increased to MSEK
1,062 (838), mainly due to an increase of sold services and
increased royalty expenses. Foreign exchange rate effects on oper-
ating assets and liabilities amounted to MSEK 62.

Operating income (EBIT) increased to MSEK 14,185 (14,061).
EBIT margin decreased to 5.6 (6.7) per cent. The decrease in EBIT
margin compared to prior year was a result of a decrease in the net
effect of sold licenses which amounted to MSEK 1,346 (4,023) but
also a result of the decrease in gross margin and increased selling
and research and development expenses. The negative effect was
offset by a positive volume and sales mix and by government grants
which amounted to MSEK 2,240 (1,613). The exchange rate effect
had a net impact of MSEK —-478.

Net financial items decreased to MSEK -1,268 (-914). The
change was mainly driven by increased financial expenses related to
strategic financing projects, partly offset by positive exchange rate
effects from financing activities.

The income tax increase is a result of increased current tax due to
decreased witholding tax credits related to decreased license sales
partly offset by decreased current tax cost due to changes in EBT in
between markets with variances in corporate income tax rates. The
effective tax rate increased to 24.3 (22.2) per cent mainly due to
timing in withholding tax. Net income amounted to MSEK 9,781
(10,225). Net income in relation to net revenue decreased to 3.9
(4.9) per cent.

Full year Full year
Research and development (MSEK) 2018 2017 Change %
Research and development spending -14,020 -13,665 2.6
Capitalised development costs 7,680 7,639 0.5
Amortisation and depreciation of Research and development " -5,758 -4,161 38.4
Whereof additional amortisation related to assets sold to Polestar —1,195 — —
Research and development expenses -12,098 -10,187 18.8

1) Includes amortisation of capitalised development cost and a portion of depreciation of other intangible assets.
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FOURTH QUARTER 2018 - CASH FLOW

The presented figures refer to the consolidated figures for the fourth quarter 2018 if not otherwise stated. The comparative
figures for the cash flow items refer to the consolidated cash flow statement for the fourth quarter 2017 if not otherwise stated.

CASH FLOW

Cash flow from operating and investing activities amounted to
MSEK 10,484 (3,703). Cash flow from operating activities
amounted to MSEK 16,339 (14,720). The positive cash flow from
operating activities consist of the positive operating income of
MSEK 4,505 (3,616), adjusted for depreciation and amortisation of
MSEK 4,550" (3,231) together with income tax paid of MSEK
—567 (-1,018), and a positive change in working capital of MSEK
7,218 (9,103). Cash flow from working capital is related to a positive
change of inventory, due to lower repurchase stock. Accounts pay-
able and contract liabilities reflects increased volumes and product
mix. The positive change is partly offset by negative change related
to increased accounts receivable due to sold licenses.

1) Including effects of additional amortisation related to assets sold to
Polestar of MSEK 1,195.

Cash flow from investing activities amounted to MSEK -5,855
(=11,017). The decrease in investment is due to the finalisation of the
construction of the US plant and less investments in shares and
participations. Investments in tangible assets amounted to MSEK
-3,439 (-4,896), mainly driven by investments related to the pro-
duction of new car models, such as the V60 and investments in the
next generation of engines. Investments in intangible assets
amounted to MSEK -2,384 (-3,971) as a result of continuous
investments in new and upcoming car models and new technology.

Cash flow from financing activities amounted to MSEK -1,929
(3,359) is mainly related to received proceeds from a bond issuance
in the prior year. The change in other financing activities mainly
reflects the payment of government grants which were received in
the prior year.

Q4 Q4
Cash flow Statement (MSEK) 2018 2017 Change %
Cash flow from operating activities 16,339 14,720 11.0
Cash flow from investing activities -5,855 -11,017 -46.9
Cash flow from operating and investing activities 10,484 3,703 183.1
Cash flow from financing activities -1,929 3,359 -157.4
Cash flow for the period 8,555 7,062 211
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FULL YEAR 2018 — CASH FLOW AND EQUITY

The presented figures refer to the consolidated figures for the full year 2018 if not otherwise stated. The comparative figures for the

cash flow items refer to the consolidated cash flow statement for full year 2017 if not otherwise stated. The comparative figures for
the balance sheet items refer to the consolidated balance sheets of December 31, 2017 if not otherwise stated.

CASH FLOW

Cash flow from operating and investing activities amounted to
MSEK 4,705 (-3,800). Cash flow from operating activities
amounted to MSEK 27,969 (24,933). The change is due to the pos-
itive operating income of MSEK 14,185 (14,061), adjusted for
depreciation and amortisation of MSEK 14,4087 (12,098) together
with the tax paid of MSEK —4,132 (-3,471), and a positive working
capital development of MSEK 5,248 (2,754). Cash flow from work-
ing capitalincludes increased inventory of MSEK —3,706 (-10,536),
as the Group continues to expand its global footprint, growing sales
volume, ramping-up production and launching new products. A
change in logistics flows also led to increased inventory turnover.
Further, accounts receivable has a negative effect MSEK -2,627
(-2,069) due to sold licenses. The negative effects of working cap-
ital have been offset with an increase of accounts payable of MSEK
4,372 (8,220) which is due to the increase of volumes and the car
model mix. Increase of contract liabilities has generated a positive
working capital of MSEK 6,093 (2,054) reflecting increased vol-
umes of sales under operating lease. Other working capital assets
and liabilities have a net positive effect on working capital with
MSEK 1,724 (2,687).

Cash flow from investing activities amounted to MSEK -23,264
(-28,733). The decrease in investment is mainly due to the finalisa-
tion of the construction of the US plant. Investments in tangible
assets amounted to MSEK -13,574 (-17,037) and is mainly driven
by investments related to launch and ramp up of production of new
car models, such as the XC40 and the V60, and investments in the
US plant during the first half of the year. Investments in intangible
assets amounted to MSEK —8,487 (—9,651) as a result of continu-
ous investments in new and upcoming car models and new technol-
ogy. Included in net investments in shares and participations is a
capital contribution to Zenuity AB of MSEK 600, which is offset by
a capital contribution of MSEK 662 from non-controlling interests
within Polestar New Energy Vehicle Co., Ltd. and the acquisition of
the remaining 50 per cent of the shares in Polestar New Energy
Vehicle Co., Ltd in July with an amount of MSEK 1,2882.

1) Including effects of additional amortisation related to assets sold to
Polestar of MSEK 1,195.
2) See Note 4 - Related party transactions.

Cash flow from financing activities amounted to MSEK -743
(1,333). The change is mainly attributable to repayment of liabilities
to credit institutions of MSEK -7,354 (-3,658), whereof MSEK
5,790 was an early repayment of a bank loan. The negative change
was offset by matured marketable securities of net MSEK 2,558
(785) and by drawn down of credit facilities of MSEK 3,087 (1,291).
Further, other cash flow from financing activities has increased to
MSEK 1,033 (271) mainly due to cash flow from realized hedges.
Total cash and cash equivalents including marketable securities
have increased to MSEK 41,747 (39,394). Net cash decreased to
MSEK 18,029 (12,513). Including undrawn credit facilities of MSEK
13,328 (15,203), liquidity is at MSEK 55,075 (54,597).

EQUITY

Total equity increased to MSEK 61,251 (54,660), resulting in an
equity ratio of 29.0 (28.7) per cent. The change is attributable to the
positive net income of MSEK 9,781 and group contributions
received from related companies, partly offset by negative effects
in other comprehensive income. The latter is related to change in
cash flow hedge reserve of MSEK —3,025 (net of tax), mainly due to
a weakened SEK against USD and re-measurements of provisions
for post-employment benefits of MSEK —1,521 (net of tax) due to
changes in actuarial assumptions. This has partly been offset by a
positive foreign exchange translation effect, including hedges of net
investments in foreign operations of MSEK 790 (net of tax).

The acquisition of the remaining 50 per cent of Polestar New
Energy Vehicle Co., Ltd is included with an amount of MSEK
—-1,288. Further, during the year capital contributions from the
non-controlling interests of the same company has had a positive
effect in equity of in total MSEK 1,508 whereof 846 is the effect
during the fourth quarter.

A dividend of MSEK 67 has been paid to shareholders, whereof
MSEK 63 was distributed to the holders of preference shares.

Full year Full year
Cash flow Statement (MSEK) 2018 2017 Change %
Cash flow from operating activities 27,969 24,933 12.2
Cash flow from investing activities -23,264 -28,733 19.0
Cash flow from operating and investing activities 4,705 -3,800 223.8
Cash flow from financing activities -743 1,333 -155.7
Cash flow for the period 3,962 -2,467 260.6
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VOLVO CAR GROUP
INTERIM REPORT FOURTH QUARTER AND FU

SIGNIFICANT EVENTS AFTER THE
REPORTING PERIOD

There are no significant events after the reporting period.

RISKS AND UNCERTAINTY FACTORS
Risks are a natural element in all business activities, risk mitigation
as well. As an example, our reaction to higher tariffs is to adjust
prices in certain markets, reallocate vehicles to other markets, as
well as reallocate production. In order to achieve Volvo Cars’ short
and long-term objectives, enterprise risk management is part of the
daily activities at Volvo Cars. For a more in-depth analysis of risks,
see the Volvo Car Group Annual Report 2017 page 104.

Volvo Cars is continuously considering various capital market
options.

EMPLOYEES

During 2018, Volvo Car Group employed on average 43,000
(39,500) full-time employees. Furthermore, the Group employed
on average 4,500 (4,000) consultants. The total increase relates
mainly to higher production volumes, startup of the Charleston
plantin the US, development of future technologies such as electri-
fication and autonomous driving, as well as continuous develop-
ment of current and future car models.

OUTLOOK 2019

We expect continued growth in sales and revenue, as we benefit from a fully renewed product portfolio and increased

production capacity. We expect market conditions to put continued pressure on margins. After an intense period

of investments in our global footprint and new technologies, we foresee a slightly lower level of capital expenditure.

PARENT COMPANY

The parent company conducts no operations and has no employees.
The income statements and balance sheets for the parent company
are presented on page 20.

This report contains statements concerning, among other things,
Volvo Car Group’s financial condition and results of operations that
are forward-looking in nature. Such statements are not historical
facts but, rather, represent Volvo Car Group'’s future expectations.
Volvo Car Group believes that the expectations reflected in these
forward-looking statements are based on reasonable assumptions,
however, forward-looking statements involve inherent risks and
uncertainties, and a number of important factors could cause actual

results or outcomes to differ materially from those expressed in any
forward-looking statement. Such important factors include, but
may not be limited to: Volvo Car Group’s market position, growth in
the automotive industry, and the effects of competition and other
economic, business, competitive and/or regulatory factors affect-
ing the business of Volvo Car Group, its associated companies and
joint ventures, and the automotive industry in general. For-
ward-looking statements speak only as of the date they were made
and, other than as required by applicable law, Volvo Car Group
undertakes no obligation to update any of them in light of new infor-
mation or future events.
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VOLVO CAR GROUP

INTERIM REPORT FOURTH QUARTER AND FULL YEAR 2018, GOTHENBURG FEBRUARY 6™ 2019

Consolidated Income

Statements

Q4 Q4 Full year Full year
MSEK Note 2018 2017 2018 2017
Net revenue’ 2 73,025 60,959 252 (558 208,646
Cost of sales” -57,827 -48,873 -202,127 -161,988
Gross income 15,198 12,086 50,526 46,658
Research and development expenses -4,399 -1,973 -12,098 -10,187
Selling expenses -4,558 -4,755 -17,371 -15,266
Administrative expenses -2,416 -2,486 -8,001 -8,182
Other operating income 1,434 947 3,386 3,054
Other operating expenses -614 -302 -2,324 -2,216
Share of income in joint ventures and associates -140 99 67 200
Operating income 4,505 3,616 14,185 14,061
Financial income 149 82 407 355
Financial expenses —53i -379 —1,675 -1,269
Income before tax 4,123 3,319 12,917 13,147
Income tax -1,034 -356 -3,186 -2,922
Net income 3,089 2,963 9,781 10,225
Net income attributable to
Owners of the parent company 2,158 2,315 6,840 7,960
Non-controlling interests 931 648 2,941 2,265
3,089 2,963 9,781 10,225

1) In 2018 there has been a change related to sale of certain cars accounted for as operational leasing. The comparative periods have been changed
accordingly, reducing Net Revenue and Cost of Sales with an amount of MSEK 703 for Q4 2017 and MSEK 2,266 for the full year 2017. The

change has not had any effect on gross income.
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INTERIM REPORT FOURTH QUARTER AND FULL YEAR 2018, GOTHENBURG FEBRUARY 6™ 2019

Consolidated Comprehensive Income

Q4 Q4 Full year Full year

MSEK 2018 2017 2018 2017
Net income for the period 3,089 2,963 9,781 10,225
Other comprehensive income
Items that will not be reclassified subsequently to income statement:
Remeasurements of provisions for post-employment benefits -588 10 -1,925 -422
Tax on items that will not be reclassified to income statement 129 -26 404 62
Items that may be reclassified subsequently to income statement:
Translation difference on foreign operations 64 526 805 -318
Translation difference of hedge instruments of
net investments in foreign operations 32 -89 —16 -121
Change in fair value of cash flow hedge related
to currency and electricity risks 690 -825 -3,236 3,040
Currency and electricity risk hedge contracts recycled to income statement -181 437 -603 1,413
Tax on items that may be reclassified to income statement -113 105 815 -953
Other comprehensive income, net of income tax 33 138 -3,756 2,701
Total comprehensive income for the period 3,122 3,101 6,025 12,926
Total comprehensive income attributable to
Owners of the parent company 2,164 2,315 2,965 10,777
Non-controlling interests 958 786 3,060 2,149

3,122 3,101 6,025 12,926
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VOLVO CAR GROUP

INTERIM REPORT FOURTH QUARTER AND FULL YEAR 2018, GOTHENBURG FEBRUARY 6™ 2019

Consolidated Balance Sheets

Dec 31, Dec 31,
MSEK Note 2018 2017
ASSETS
Non-current assets
Intangible assets 29,626 29,157
Property, plant and equipment 61,208 55,245
Assets held under operating leases 2,523 2,577
Receivables on parent company 54 54
Investments in joint ventures and associates 7,003 5,480
Other long-term securities holdings 190 80
Deferred tax assets 6,586 4,558
Other non-current assets 3 2,982 3,704
Total non-current assets 110,172 100,855
Current assets
Inventories 8568 30,665
Accounts receivable 4 13,704 10,832
Current tax assets 573 463
Other current assets 3 9,875 7,955
Marketable securities 3 1,577 3,992
Cash and cash equivalents 3 40,170 35,402
Total current assets 101,062 89,309
TOTAL ASSETS 211,234 190,164
EQUITY & LIABILITIES
Equity
Equity attributable to owners of the parent company 52,873 48,729
Non-controlling interests 8,378 5,931
Total equity 61,251 54,660
Non-current liabilities
Provisions for post-employment benefits 8,425 6,525
Deferred tax liabilities 1,688 1,977
Other non-current provisions 6,189 4,962
Liabilities to credit institutions 3 8,273 6,622
Bonds 3 13,200 12,735
Non-current contract liabilities to customers 1,4 4,184 3,662
Other non-current liabilities 3 4,609 2,636
Total non-current liabilities 46,568 39,119
Current liabilities
Current provisions 6,936 6,513
Liabilities to credit institutions 3 2,175 7,426
Current contract liabilities to customers 1 17,511 14,507
Accounts payable 4 43,633 38,536
Current tax liabilities 1,645 1,380
Other current liabilities 3,4 31,515 28,023
Total current liabilities 103,415 96,385
TOTAL EQUITY & LIABILITIES 211,234 190,164
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VOLVO CAR GROUP

INTERIM REPORT FOURTH QUARTER AND FULL YEAR 2018, GOTHENBURG FEBRUARY 6™ 2019

Condensed Changes In Consolidated Equity

Dec 31, Dec 31,
MSEK 2018 2017
Opening balance 54,660 43,310
Net income for the period 9,781 10,225
Other comprehensive income, net of income tax —3,756 2,701
Total comprehensive income 6,025 12,926
Group contributions 418 —
Capital contribution from non-controlling interests 662 631
Issue of preference shares — -19
Divestment of non-controlling interests -1,288 —
Change in the Group’s composition -5 —
Capital injection into joint venture under common control” 846 —
Dividend to shareholders -67 -2,188
Transactions with owners 566 -1,576
Closing balance 61,251 54,660
Attributable to
Owners of the parent company 52,873 48,729
Non-controlling interests 8,378 5,931
Closing balance 61,251 54,660

1) Refers to the effect of Geely’s capital injection into Polestar, see Note 1- Accounting principles.
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INTERIM REPORT FOURTH QUARTER AND FULL YEAR 2018, GOTHENBURG FEBRUARY 6™ 2019

Consolidated Statements of Cash Flows

Q4 Q4 Full year Full year
MSEK 2018 2017 2018 2017
OPERATING ACTIVITIES
Operating income 4,505 3,616 14,185 14,061
Depreciation and amortisation of non-current assets 4,550 3,231 14,408 12,098
Interest and similar items received 150 80 408 303
Interest and similar items paid -93 -471 -818 -1,016
Other financial items -615 =131 -203 -383
Income tax paid -567 -1,018 -4,132 -3,471
Adjustments for other items not affecting cash flow 1,191 310 -1,127 587
9,121 5,617 22,721 22,179
Movements in working capital
Change in inventories 1,942 433 -3,706 -10,536
Change in accounts receivable -2,519 1,709 -2,627 -2,069
Change in accounts payable 4,765 3,486 4,372 8,220
Change in provisions 145 574 -608 2,398
Change in contract liabilities to customers 3,055 1,285 6,093 2,054
Change in other working capital assets/liabilities -170 1,616 1,724 2,687
Cash flow from movements in working capital 7,218 9,103 5,248 2,754
Cash flow from operating activities 16,339 14,720 27,969 24,933
INVESTING ACTIVITIES
Investments in shares and participations, net* -47 -2,149 -1,565 -2,081
Dividend received from joint ventures and associates — — 240 37
Investments in intangible assets -2,384 -3,971 -8,487 -9,651
Investments in property, plant and equipment -3,439 -4,896 -13,574 -17,037
Disposal of property, plant and equipment 15 — 122 —
Other — —1 — —1
Cash flow from investing activities -5,855 -11,017 -23,264 -28,733
Cash flow from operating and investing activities 10,484 3,703 4,705 -3,800
FINANCING ACTIVITIES
Proceeds from credit institutions 98 112 3,087 1,291
Proceeds from bond issuance — 4,914 — 4,914
Proceeds from issuance of preference shares, net — -50 — -82
Repayment of liabilities to credit institutions -806 -1,417 -7,354 -3,658
Dividend paid to shareholders — — -67 -2,188
Investments in marketable securities, net -1,077 -571 2,558 785
Other -144 371 1,033 271
Cash flow from financing activities -1,929 3,359 =743 1,333
Cash flow for the period 8,555 7,062 3,962 -2,467
Cash and cash equivalents at beginning of period 31,357 27,890 35,402 38,635
Exchange difference on cash and cash equivalents 258 450 806 -766
Cash and cash equivalents at end of period 40,170 35,402 40,170 35,402

* Investments in shares and participations, net, includes; investments in shares and participations and effects from loss of control of Polestar Group.
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Condensed Parent Company

Income Statements

Q4 Q4 Full year Full year
MSEK 2018 2017 2018 2017
Administrative expenses -4 -6 -12 -20
Operating income -4 -6 -12 -20
Income from participation in subsidiary — — — 1,565
Financial income 88 70 345 243
Financial expenses -161 -196 -770 -481
Income before tax =77 -132 -437 1,307
Income tax -7 13 -80 43
Net income -84 -119 =517 1,350
Other comprehensive income and net income are consistent since there are no items in other comprehensive income.

Dec 31, Dec 31,

MSEK 2018 2017
ASSETS
Non-current assets 25,543 25,196
Current assets 4,709 4,895
TOTAL ASSETS 30,252 30,091
EQUITY & LIABILITIES
Equity
Restricted equity 51 51
Non-restricted equity 6,864 7,380
Total equity 6,915 7,431
Non-current liabilities 23,165 22,602
Current liabilities 172 58
Total liabilities 23,337 22,660
TOTAL EQUITY & LIABILITIES 30,252 30,091
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NOTE 1 — ACCOUNTING PRINCIPLES

This interim report has been prepared in accordance with IAS 34 — Interim Financial Reporting and the Swedish Annual Accounts Act. Volvo
Car Group applies International Financial Reporting Standards (IFRS) as endorsed by the European Union. The parent company applies RFR
2 - Reporting for legal entities and the Swedish Annual Accounts Act. The accounting principles adopted are, in all material aspects, consist-
ent with those described in the Volvo Car Group Annual Report 2017 Note 1 — Accounting principles for Volvo Car Group and the parent
company respectively (available at www.volvocars.com), together with additions in below paragraphs.

Common control transactions - derecognition of subsidiaries and recognition of shares in JV

In Q3 2018, Volvo Car Group derecognised the Polestar business, i.e. Polestar Automotive (Shanghai) Co., Ltd and its wholly-owned subsid-
iaries. With reference to Note 1- Accounting principles to the Volvo Car Group Annual Report 2017, derecognition is made from the date that
control of a subsidiary ceases, 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% of the equity in Polestar Automotive (Shanghai) Co., Ltd,
the parent company in the Polestar Group, combined with joint control contractual arrangements. In the consolidated balance sheets, Pole-
star’s assets and liabilities have been derecognised, and replaced by an investment in joint venture. The joint venture is reported in accord-
ance with the equity method.

As stipulated in IFRS 10, the investment retained in Polestar shall be recognised at its fair value at the date when control is lost, with the
difference between fair value and book value reported in profit and loss. In the case of Polestar, this difference has been recorded directly in
equity as a transaction with the owner, as this is a common control transaction. The remeasured value the date that control is lost is regarded
as the cost on initial recognition of the investment in the joint venture.

In Q4 2018, subsequent to initial recognition of the investment in the joint venture, Geely Group has injected capital into Polestar Auto-
motive (Shanghai) Co., Ltd. As this capital injection is an integrated part of above common control transaction, the capital injection by Geely
Group has increased Volvo Car Group’s investment in the joint venture, and increased equity in Volvo Car Group, reflecting a transaction with
the owner.

New accounting principles applied in 2018 — IFRS 15 & 9

On January 1,2018, IFRS 15 — Revenue from contracts with customers and IFRS 9 — Financial instruments were being applied. Accounting
principles adopted are, in all material aspects, consistent with those described in the Volvo Car Group Annual Report 2017 Note 33 — New
Accounting Standards Implemented on January 1, 2018.

As described in Note 33, in terms of IFRS 15 there is no transition effect impacting the Consolidated Income Statements, and conse-
quently no restatement of prior year figures in the Consolidated Income Statements. As also described in Note 33, as from 1 January 2018
Volvo Car Group has decided to disclose contract liabilities on a separate financial statement line in the Consolidated Balance Sheets, Con-
tract liabilities to customers, as non-current and current liabilities respectively. Contract liabilities to customers are balances related to con-
tracts with customers. Changes in the Consolidated Income Statement to those balances are recorded in Net revenue. Balances include
transactions where the Group either:

« Has an obligation to transfer goods or services to the customer for which the Group has received consideration (or an amount of consid-
eration is due). This is the case of Deferred revenue — extended service business, Deferred revenue — sales with repurchase contracts
(recorded as an operating lease) as well as of Advance payments from customers

* Has transferred goods or services to the customer but a sales generated obligation is yet to be paid out by the Group. This is the case of
Sales generated obligations.

For comparison purposes, prior year figures have been reclassified in the Consolidated Balance Sheets, as follows:

Non-current contract liabilities to customers

Dec 31, Dec 31, Classificationin
MSEK 2018 2017 the annual report 2017
Sales generated obligations 561 526  Other non-current provisions
Deferred revenue — extended service business 2,530 2,112 Other non-current provisions
Deferred revenue — sales with repurchase contracts " 443 429  Non-current liabilities
Advance payments from customers 650 595 Non-current liabilities
Total 4,184 3,662
Current contract liabilities to customers

Dec 31, Dec 31, Classificationin
MSEK 2018 2017 the annual report 2017
Sales generated obligations 14,162 11,314  Current provisions
Deferred revenue — extended service business 1,421 1,258  Current provisions
Deferred revenue — sales with repurchase contracts " 973 1,279  Other current liabilities
Advance payments from customers 955 656  Advance payments from customers
Total 17,511 14,507

1) Recorded as an operating lease contract.
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NOTE 1 — ACCOUNTING PRINCIPLES - continued

As described in Note 33, in terms of IFRS 9 there is no transition effect, and consequently no restatement of prior year figures. As required
by IFRS 9, a provision for expected credit losses has been recorded per 31 December 2018, with an amount of MSEK 20, in addition to the
provision for incurred losses. In accordance with IFRS 9, the cost of hedging priciple is applied to time value, why time value of options is
recorded in other comprehensive income rather than in the income statement in the period ending on 31 December 2018, with an amount of
MSEK -5.

New accounting principles to be applied in 2019 - IFRS 16

IFRS 16 was published in January 2016 and is effective for accounting periods beginning on or after January 1, 2019. The standard was
endorsed by the EU in November 2017. It replaces current leasing accounting standard, IAS 17 Leases. The new standard provides guidance
for lessee accounting on how to bring lease commitments, previously treated off balance, onto the balance sheet. IFRS 16 requires that the
current values of lease liabilities that are leased on terms of more than one year be recorded on the balance sheet, while under current
accounting policies they are treated as operating leases.

IFRS 16 will primarily effect Volvo Car Group accounting as a lessee of leases for premises and to some extent fork lifts, which are currently
classified as operating leases. The application of the new accounting principle will lead to an increase in both assets and liabilities, impact the
timing of the expense recognition in the consolidated income statements over the period of the lease, and impact classification of expenses
in the respect that current classification of lease expenses as an operating expense will partly be re-classified as a financial expense.

As at 31 December 2018, our present value of future minimum lease payments, less subleases, under non-cancellable operating leases
amounted to MSEK 5,236. Corresponding amount not discounted is MSEK 5,818. The latter amount less low value and short-term leases,
but plus additional lease payments related to optional renewable periods reasonably certain to be extended, and plus new lease contracts
signed in 2019, is to be recognised as lease liability, with corresponding right-of-use asset, after discounting to present value. Volvo Car
Group is currently performing the final analysis on impact on the balance sheet of implementing IFRS 16.
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NOTE 2 — NET REVENUE

Net revenue allocated to geographical regions:

Q4 Q4 Full year Full year
MSEK 2018 2017 2018 2017
China 14,410 12,038 54,653 45,254
us 10,956 10,646 39,366 33,457
Europe 36,952 29,693 121,671 100,603
of which Sweden 8,927 6,759 28,034 25,458
of which Germany 6,404 4,079 18,366 13,5619
of which United Kingdom 4,526 3,060 14,993 12,581
Other markets 10,707 8,582 36,963 29,332
of which Japan 2,101 1,452 61598] 5,759
of which Russia 1,186 917 3,654 2,948
Total 73,025 60,959 252,653 208,646
Net revenue allocated to category:
Q4 Q4 Full year Full year
MSEK 2018 2017 2018 2017
Sale of products and related goods and services ? 67,025 57,962 237,934 194,959
Sale of licenses 2,470 52 2,642 4,023
Revenue from subscription, leasing and rental business 402 509 2,087 1,860
Other Net revenue 3,128 2,436 10,090 7,804
Total 73,025 60,959 252,653 208,646

1) Includes realised effect of cash flow hedge contracts amounting to MSEK -702 (22) in the fourth quarter and MSEK -1,881 (-471) for the full year.

NOTE 3 — FAIR VALUE OF FINANCIAL INSTRUMENTS

Valuation principles for financial instruments as described in Volvo Car Group Annual Report 2017 Note 21 — Financial risks and financial
instruments, have been consistently applied throughout the reporting period. The comparative figures in this note refer to December 31,
2017.

In Volvo Car Group’s balance sheet, financial instruments reported at fair value through the income statement consist of derivatives, equity
investments as well as marketable securities (excluding time deposits in banks), see table ‘Financial instruments recorded at fair value
through the income statement’ in this note. Fair value of financial instruments is established according to three levels, depending on market
information available. All derivative financial instruments and marketable securities that Volvo Car Group holds as of December 31, 2018
belong to level 2. In level 3, the amount invested in other long-term securities holdings of MSEK 190 (80) is valued at cost, being the best
approximate of fair value. No transfers between the levels of the fair value hierarchy have occurred. Valuation of financial instruments at fair
value, belonging to level 2, 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 Black & Scholes formula.
Fair value of commodity contracts is calculated by discounting the difference between the contracted forward price and the contracted
forward price that can be obtained on the balance sheet date for the remaining contract period.

The total fair value of the derivative portfolio as of December 31,2018, amounted to MSEK -2,235 (1,612). The major part is related to cash
flow hedging of currency risk. The table below shows the percentage of the forecasted 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, market volatility and correlations.

0-24 months 25-48 months
Dec 31, Dec 31, Dec 31, Dec 31,
2018 2017 2018 2017
Nominal hedge % 31 29 8 5
CFaR incl. hedges % 51 38 19 11
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NOTE 3 — FAIR VALUE OF FINANCIAL INSTRUMENTS - continued

Financial instruments recorded at fair value through the income statement

Dec 31, Dec 31,
MSEK 2018 2017
Other non-current assets
Derivative assets 310 1,234
Other long-term securities holdings 190 80
Other current assets
Derivative assets 906 1,172
Marketable securities
Marketable securities” 1,064 991
Cash and cash equivalents
Marketable securities 1,088 1,780
Total assets 3,558 5,257
Other non-current liabilities
Derivative liabilities 1,610 223
Other current liabilities
Derivative liabilities 1,841 571
Total liabilities 3,451 794

1) Excluding time deposits in banks (not recorded at fair value) MSEK 513 (3,001).

For financial liabilities valued at amortised cost, reported as current and non-current liabilities to credit institutions and as bonds, the carrying
amount totalled MSEK 23,648 (26,783), see table below.

Financial liabilities valued at amortised cost

Carrying amount Fair value Carrying amount Fair value
MSEK Dec 31,2018 Dec 31,2017
Bonds and liabilities to credit institutions 23,648 23,687 26,783 27,465
Total 23,648 23,687 26,783 27,465

Carrying amount of financial liabilities recorded at amortised cost, as stated in the table above, includes the MEUR 500 bond issued in May
2016. Carrying amount of the bond is MSEK 5,105 (4,854). 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 14 (-14). Changes to fair value of the
interest component of the bond is hedged through a fair value hedge by means of interest rate swaps. The interest rate component of the
issued bond, level 2, is calculated by discounting the future coupon payments and face value of the bond, using the deposit/swap curve of
the cash flow. The remaining bonds are recorded at amortised cost and are not subject to hedge accounting.
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NOTE 4 — RELATED PARTY TRANSACTIONS

During the fourth quarter 2018, Group companies entered into the following transactions with related parties which are not consolidated in
the Group. The information in the table below includes all assets and liabilities to related parties. Besides from non-current contract liabilities
to customers of MSEK - (300) all assets and liabilities are current.

Sales of goods, services and other

Q4 Q4 Full year Full year

MSEK 2018 2017 2018 2017

Related companies " ¥4 3,633 707 5,715 4,756

Associated companies and joint ventures ? 259 335 981 1,185

Purchases of goods, services and other

Q4 Q4 Full year Full year

MSEK 2018 2017 2018 2017

Related companies V4 -118 -853 -217 -1,613

Associated companies and joint ventures ? —351 -603 -1,659 -1,599
Receivables Payables

Dec 31, Dec 31, Dec 31, Dec 31,

2018 2017 2018 2017

Related companies "% 7,999 3,136 4145 2,935

Associated companies and joint ventures? 465 911 271 345

1) Related companies are companies within the Geely sphere of companies.

2) Associated companies and joint ventures are companies in which Volvo Car Group has a significant but not controlling influence, which generally is
when Volvo Car Group holds between 20 and 50 per cent of the shares. Joint ventures within the Geely sphere of companies are reported as related
companies.

3) License revenue in the fourth quarter represent a value of MSEK 2,444 (45), wherof 2,151 (—) refer to the Polestar Group. For the full year license sales
amounted to MSEK 2,458 (3,002), wherof 2,151 (—) refer to the Polestar Group.

4) The Polestar Group consists of the parent company Polestar Automotive (Shanghai) Co., Ltd based in China and its subsidiaries, currently in China,
Sweden and the US.

Up until September 28, 2018 all entities in the Polestar Group was wholly owned by Volvo Cars through its subsidiary Volvo Cars (China)
Investment Co., Ltd with the exception of the Chinese manufacturing subsidiary, that has been under joint ownership with certain Geely Group compa-
nies, although still consolidated into Volvo Car Group. On July 12, 2018 Volvo Cars acquired the non-controlling interest of 50 per cent related to the
Chinese manufacturing entity Polestar New Energy Vehicle Co., Ltd previously jointly owned with the Geely Group. Further, Geely Group subscribed for
50 per cent of the equity in Polestar Automotive (Shanghai) Co., Ltd, the parent company in the Polestar Group. Since September 28, 2018 Geely Group
and Volvo Cars are joint owners of the Polestar Group with 50 per cent each. In connection, a shareholders agreement has been entered into between
Volvo Cars (China) Investment Co., Ltd and Zhejiang Geely Holding Group Co., Ltd giving the owners joint control over the Polestar Group. Considering
this agreement the assessment is that Volvo Cars no longer have control over the Polestar Group and as a result the Polestar Group is no longer consoli-
dated into Volvo Car Group from September 28, 2018. This is a step towards Polestar becoming a stand-alone electric performance car brand. Polestar
Group is thereafter considered a joint venture and accounted for in accordance with the equity method. In the above disclosure, transactions with Polestar
and other joint ventures within the Geely sphere, are presented as Related companies.

Investments in Polestar Group, by Geely, amounted to MRMB 2,800 for the full year. 50 per cent of these investments has had an effect on equity in Volvo
Car Group.
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NOTE 5 — BUSINESS COMBINATIONS

Fastighetsbolag Sérred

On December 3, 2018, Volvo Car Group acquired by way of appropriation 100 per cent of the shares in Fastighetsbolag Sérred 8:9 AB and
Volvo Car Real Estate and Assets 3 AB. The acquired real estate companies owns land, a petrol station and a car wash. The petrol station
and the car wash are currently operated by Volvo Bil i Goteborg AB.

MSEK 2018

Purchase price

Purchase consideration 82

Total cost of the combination 82

Acquired assets and liabilities at fair value

Tangible assets 83
Deferred tax liabilities -16
Current liabilities -7
Total fair value of net assets acquired 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 administration 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 O and net profit of MSEK O to the Group for the period from December 3 to Decem-
ber 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 12 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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GENERAL DEFINITIONS

Volvo Car Group and Volvo Cars
Volvo Car AB (publ.), Volvo Car Corporation and all its subsidiaries.

Volvo Car AB (publ.), with its registered office in Gothenburg, is
majority owned (99 per cent) by Geely Sweden Holdings AB,
owned by Shanghai Geely Zhaoyuan International Investment Co.,
Ltd., registered in Shanghai, China, ultimately owned by Zhejiang
Geely Holding Group Ltd., registered in Hangzhou, China.

Volvo Car AB (publ.) holds shares in its subsidiary Volvo Car Cor-
poration and provides the Group with certain financing solutions.
Volvo Car AB (publ.) indirectly, through Volvo Car Corporation and
its subsidiaries, operates in the automotive industry with business
relating to the design, development, manufacturing, marketing and
sales of cars and thereto related services. Volvo Car Group and its
global operations are referred to as “Volvo Cars”.

Joint venture companies

Joint ventures refer to companies in which Volvo Car Group, through
contractual cooperation together with one or more parties, has a joint
control over the operational and financial management.

Retail sales

Retail sales refer to sales to end customers (including a portion of
cars used as customer loaner and demo cars) and is a relevant meas-
ure of the demand for Volvo Cars from an end customer point of view.

Wholesales
Wholesales refers to new car sales to dealers and other customers
including rentals.

Europe
Europe is defined as EU28+EFTA.

Passenger cars

Passenger cars are vehicles with at least four wheels, used for the
transport of passengers, and comprising no more than eight seats
in addition to the driver’s seat.

DEFINITIONS OF PERFORMANCE MEASURES

Performance measures disclosed in the interim report are those that are deemed to give a relevant view of Volvo Car Group’s financial per-

formance for a reader of the interim report. For a reconciliation of performance measures, refer to page 28.

Gross margin

Gross margin is Gross income as a percentage of Net revenue and
represents the percent of total Net revenue that Volvo Cars retains
after incurring the direct costs associated with producing the goods
and services sold.

EBIT

EBIT represents earnings before interest and taxes. EBIT is synon-
ymous with operating income which measures the profit Volvo Car
Group generates from its operations.

EBIT margin
EBIT margin is EBIT as a percentage of Net revenue and measures
Volvo Car Group’s operating efficiency.

EBITDA

EBITDA represents earnings before interest, taxes, depreciations
and amortisation, and is another measurement of the operating per-
formance. It measures the profit Volvo Car Group generate from its
operations without effect from previous periods capitalisation lev-
els.

EBITDA margin
EBITDA margin is EBITDA in percentage of Net revenue.

Equity ratio
Total equity divided by total assets, is a measurement of Volvo Car
Group’s long-term solvency and financial leverage.

Net cash

Net cash is an indicator of Volvo Car Group’s ability to meet its finan-
cial obligations. It is represented by cash and cash equivalents and
marketable securities less liabilities to credit institutions, bonds and
other interest-bearing non-current liabilities.

Liquidity
Liquidity consist of cash and cash equivalents, undrawn credit facil-
ities and marketable securities.
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RECONCILIATION TABLES OF PERFORMANCE MEASURES

Q4 Q4 Full year Full year

Gross Margin 2018 2017 2018 2017
Gross income in % of Net revenue 20.8 19.8 20.0 22.4
Q4 Q4 Full year Full year

EBIT Margin 2018 2017 2018 2017
Operating income (EBIT) in % of Net revenue 6.2 5.9 5.6 6.7
Q4 Q4 Full year Full year

EBITDA/EBITDA Margin 2018 2017 2018 2017
Operating income 4,505 3,616 14,185 14,061
Depreciation and amortisation of non-current assets 4,550 3,231 14,408 12,098
EBITDA 9,055 6,847 28,593 26,159
EBITDA in % of Net revenue 12.4 11.2 11.3 12.5
Dec 31, Dec 31,

EQUITY RATIO 2018 2017
Total equity 61,251 54,660
Total assets 211,234 190,164
Equity in % total assets 29.0 28.7
Dec 31, Dec 31,

NET CASH 2018 2017
Cash and cash equivalents 40,170 35,402
Marketable securities 1,877 3,992
Liabilities to credit institutions (non-current) -8,273 -6,622
Bonds 7 -13,186 -12,749
Other interest-bearing non-current liabilities ? -84 -84
Liabilities to credit institutions (current) -2,175 7,426
Net cash 18,029 12,513

1) The bond loans are presented above at amortised cost. The MEUR 500 bond is recognised in the balance sheet with a fair value
fair value component amounted to MSEK 14 (-14).
2) Included in Other non-current liabilities in the Balance sheet.

adjustment and the

Dec 31, Dec 31,
LIQUIDITY 2018 2017
Cash and cash equivalents 40,170 35,402
Marketable securities 1,577 3,992
Undrawn credit facilities 13,328 15,203
Liquidity 55,075 54,597
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The President and Chief Executive Officer certifies that the interim report gives a fair view of the performance of the business, position and
income statements of Volvo Car AB (publ.) and Volvo Car Group, and describes the principal risks and uncertainties to which Volvo Car AB
(publ.) and the Volvo Car Group is exposed.

Gothenburg, February 6%, 2019

Hakan Samuelsson
President and Chief Executive Officer

This report has not been subject to review by Volvo Car AB’s auditors.

The Volvo Car Group interim report on the first quarter 2019 will be published on April 25, 2019.

CONTACT

Therese Odén Jandér

Acting Head of Investor Relations Volvo Car Group Headquarters
+46 (0)72 96 69 266 405 31 Gothenburg
investors@volvocars.com www.volvocars.com

29 OF 30



VvV O L VvV O





