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Key figures (MSEK)
Q4  

2019
Q4 

2018 Change %
Full year 

2019
Full year 

2018 Change %

Revenue 79,195 73,025 8.4 274,117 252,653 8.5

Research and development expenses –2,734 –3,204 –14.7 –11,446 –10,903 5.0

Operating income (EBIT) 5,292 4,505 17.5 14,303 14,185 0.8

Net income 3,829 3,089 24.0 9,603 9,781 –1.8

EBITDA 9,338 7,860 18.8 29,851 27,398 9.0

Cash flow from operating and investing activities 12,356 10,486 17.8 11,573 4,705 146.0

Net cash 25,214 18,029 39.9 25,214 18,029 39.9

Gross margin, % 19.1 19.2 19.0 19.5

EBIT margin, % 6.7 6.2 5.2 5.6

EBITDA margin, % 11.8 10.8 10.9 10.8

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 26.

VOLVO CAR GROUP

Fourth Quarter 2019 Full Year 2019

• Retail sales 197,748 (169,700) units

•  Revenue MSEK 79,195 (73,025)

•  Operating income (EBIT) MSEK 5,292 (4,505)

•   Net income MSEK 3,829 (3,089)

•   Cash flow from operating and investing activities 
MSEK 12,356 (10,486)

• Retail sales 705,452 (642,253) units

• Revenue MSEK 274,117 (252,653)

•   Operating income (EBIT) MSEK 14,303 (14,185)

•   Net income MSEK 9,603 (9,781)

• Cash flow from operating and investing activities   
 MSEK 11,573 (4,705)
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CEO Comment

to invest in our people and the evolving technology that sup-
ports our growing business. With the competence shift, we 
are also transforming the way we work, becoming an increas-
ingly technologically driven organisation which aims to exceed 
our customers’ expectations.

During 2020, we will continue to develop our brand with 
innovative product offers and customer services to further 
increase sales and revenue, all while maintaining a strong 
focus on cost. We are seeing positive effects from already 
implemented, as well as ongoing cost efficiencies and we will 
continue to create synergies within the wider Geely Group. As 
an example, we have announced our intention to separate our 
combustion engine operations into a stand-alone business 
unit, including potentially merging these activities with those 
of Geely. The proposed new business would clear the way for 
Volvo Cars to focus on the development of its all-electric 
range of premium cars.

2020 will be the year of electrification. I believe we are well 
prepared; we have competitive products and a global foot-
print with sufficient capacity. By delivering on existing, as well 
as developing new innovative business models and expand 
our range of products and services, we will continue to deliver 
the mobility our customers want and need. I look forward to 
another prosperous year for Volvo Cars.

Håkan Samuelsson
Chief Executive

VOLVO CAR GROUP

2019 was another year of growth. For the sixth consecutive 
year Volvo Cars sets a new sales record. I am very pleased to 
see that for the first time in our history we sold more than 
700,000 cars. We also gained market share in all our main 
markets.

Revenue increased by 8.5 per cent to SEK 274bn and led to 
an operating income of SEK 14.3bn. During the second half of 
the year, and specifically during the fourth quarter, both profit 
and profit margin outperformed the comparative period in 
2018, and the robust financial result led to a strong cash flow 
from operating and investing activities. This is a result of con-
tinued strong growth in volume, especially in SUVs, as well as 
cost efficiency measurements initiated early in 2019.

Despite tough market conditions in the auto sector, we are 
pleased to report growth in all regions, as our progressive and 
modern products continue to gain attraction. In China, we 
sold almost 155,000 cars, an increase of nearly 19 per cent, 
comfortably outperforming the overall market. We broke the 
100,000 cars sold threshold for the first time since 2007 in 
the US, generating a 10 per cent sales increase. In Europe, we 
saw strong growth in Germany, where sales reached more 
than 50,000 cars for the first time. Despite political uncer-
tainty, the UK reported its best sales result since 1990.

As part of our electrification strategy, we now offer a plug-in 
variant on every model, the Recharge line-up, and sales is 
picking up reaching 7 per cent of sales in 2019. Given the 
availability of the Recharge line-up and an increased produc-
tion capacity on electrified vehicles, we aim to sell 20 per cent 
rechargeable cars in 2020.

In November, we revealed the first fully electric Volvo 
model, the XC40 BEV, with production starting in 2020 and 
orders are already coming in. As part of our ambition to sell 50 
per cent fully electric cars and reduce total lifecycle carbon 
footprint per car by 40 per cent by 2025, we will be launching 
one fully electric car per year and we have set out our ambition 
to be a climate neutral company by 2040.

Sustainability is as important to Volvo Cars as safety – and 
we should have the same distinguished reputation for our sus-
tainability achievements as we do for safety.

We face a great shift in technology, which offers great 
potential, but also creates a need for new competences. To 
ensure that we have the right skills for the future, we continue 

“2020 will be the year of  
electrification and I believe  

we are well prepared.”
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Volvo Cars’ solid sales momentum continued during the fourth quarter. Global retail sales increased 16.5 per cent year-over-year 
to 197,748 (169,700) units, with SUVs accounting for 67.1 (61.0) per cent of total retail sales. Wholesales increased by 9.8 per 
cent to 197,930 (180,221) units. All main regions reported growth. China registered the strongest sales growth of 32.1 per cent 
driven by the XC40, as well as the S90 and the XC60, all of which are locally produced. China continued to be Volvo Cars’ largest 
market, followed by the US and Sweden. Plug-in hybrid Volvo car sales reached 15,594 units during the quarter, mainly driven 
by sales in Europe, in particular Norway, Sweden and Finland. About 60 per cent of the PHEV sales was driven by the XC90 and 
the XC60; nonetheless, the year-over-year PHEV sales increase was mainly driven by the V60, V90 and S60.

Overall, demand for Volvo Cars’ XC line-up continued to remain strong in most markets. This resulted in increased worldwide 
sales of the XC40 to 44,372 (27,285) units, particularly in Europe and China, where the car has been introduced successfully 
and is produced locally. The XC60 remained Volvo Cars’ bestseller with 59,341 (52,412) units sold, a growth of 13.2 per cent. 
Sales of the XC90 reached 28,899 (23,853) units, an increase of 21.2 per cent, mainly driven by the US and China. Sales of the 
V60 reached 19,010 (14,725) units, mainly from European sales, particulary in Sweden. The S60 reached 14,685 (7,622) units, 
mainly driven by sales in the US; the car reached the dealers there late in 2018 (fourth quarter), explaining the relatively high 
increase. Sales of the S90 reached 14,681 (13,308) units from strong demand in China. Sales of the V90 declined by 14.6 per 
cent, mainly due to relatively higher demand for the new V60. Production of the V40 ceased in July 2019, as we ended produc-
tion on our legacy platforms and shifted capacity to newer models, such as the XC40. Thus, the V40 sales declined by 65.9 per 
cent to 6,165 units.

Sales and Market Development
Fourth Quarter

Retail sales (units)
Q4  

2019
Q4  

2018 Change %
Full year 

2019
Full year 

2018 Change %

Europe 93,244 84,303 10.6 341,200 318,235 7.2

China 45,449 34,401 32.1 154,961 130,593 18.7

US 30,802 24,334 26.6 108,234 98,263 10.1

Other 28,253 26,662 6.0 101,057 95,162 6.2

Retail sales total 197,748 169,700 16.5 705,452 642,253 9.8

Whereof rechargeable vehicles 15,594 10,719 45.5 45,933 37,386 22.9

Wholesales 197,930 180,221 9.8 703,534 656,688 7.1

Production volume 183,981 176,687 4.1 706,530 669,410 5.5

 

EUROPE
Market
New car registrations in Europe grew by around 11 per cent 
during the fourth quarter for the total passenger car market 
and around 12 per cent for the premium car market. The 
growth is largely a reflection of a low base of comparison, 
impacted by the introduction of WLTP emissions regulations 
in 2018, as well as market specific changes in countries like 
France and Sweden. They announced significant changes to 
the CO2-based taxation for 2020, as well as the Netherlands 
announcing higher taxes on company electric vehicles regis-
ter after January 1st 2020. Additionally, there was a signifi-
cant uplift in new car registrations in Germany during Decem-
ber 2019 ahead of the EU’s new emissions regulations.

Volvo Cars
Sales continued to grow at 10.6 per cent in the fourth quarter, 
reaching 93,244 (84,303) units, with SUVs accounting for 
64.3 (55.2) per cent of total retail sales in Europe. Although 
the growth was mainly driven by Sweden, markets such as 
Italy, Belgium and France also had double digit growth. All 
models in the XC line-up, particularly the XC40, drove growth, 
followed by the V60 (particularly in Sweden) and the S60 in 
all main European markets.

CHINA
Market
The passenger car market in China declined by 4.7 per cent in 
the fourth quarter of the year, as a slowing economy and trade 
tensions weigh on consumer sentiment and demand. How-
ever, the premium car market remained resilient, recording a 
10.9 per cent growth driven by consumer appetite for vehicles 
in the SUV segment.
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Volvo Cars
The strong demand for Volvo cars in China continued to 
increase, resulting in retail sales growth of 32.1 per cent year-
over-year to 45,449 (34,401) units. Sales growth was driven 
by strong demand for the locally produced XC40, S90 and 
XC60. This led to SUV sales growing 50.5 per cent to 28,317 
(18,817) units sold, with the share of SUVs increasing and 
currently standing at 62.3 (54.7) per cent of total retail sales 
in China. Sales of the locally produced S90 reached 11,717 
(9,036) units. The V40 is being completely phased out.

US 
Market
The US vehicle sector recorded a decrease of around 2 per 
cent driven by a sharp drop in passenger car sales, despite a 
small increase in light truck sales, whereas the premium car 
market of imported cars grew by around 7 per cent.

Volvo Cars
In the fourth quarter of the year, retail sales grew by 26.6 per 
cent to 30,802 (24,334) units. Growth was mainly driven by 
sales of the new, locally produced S60 which started reach-
ing dealerships at the end of 2018. It reached 5,197 units, 
followed by an increase in the XC90, XC40 and to a lesser 
extent, the V60 sales. A decline in the XC60 and the S90 
sales partly offset the growth as the supply for the US market 
was reduced. Additionally, the market experienced general 
declines in the S90 segment. SUV sales accounted for 76.9 
(84.4) per cent of total retail sales.

Other Volvo Cars Markets
In other markets, Volvo Cars’ retail sales grew 6.0 per cent to 
28,253 (26,662) units with Japan, Russia, Korea and Canada 
remaining the biggest markets. SUV sales accounted for 73.0 
(66.2) per cent of total retail sales and grew 16.8 per cent on 
the back of the XC40, offset by declines in the V line-up. Sales 
in Japan declined slightly to 4,821 (4,865) units due to lower 
V40 sales.

Europe China US Other
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Sales and Market Development
Full Year

Volvo Cars sold 705,452 (642,253) units in 2019, an increase of 9.8 per cent year-over-year, the company’s 6th consecutive 
year of record sales and passing the 700,000 mark. Growth was supported by Volvo Cars’ award winning SUV range, with sales 
accounting for 63.2 (56.0) per cent of total retail sales. Wholesales increased by 7.1 per cent to 703,534 (656,688) units. 
Plug-in hybrid Volvo car sales reached 45,933 units during the full year, mainly driven by sales in Europe, in particular Norway, 
Sweden and France, and to a lesser extent the US. About 65 per cent of the PHEV sales are driven by the XC90 and the XC60; 
nonetheless, the 22.9 per cent year-over-year increase was mainly driven by V60 and S60 PHEV sales.
 Overall, the best-selling model for the year remained the XC60 which grew 8.2 per cent to 204,981 (189,459) units, mainly 
driven by China. Demand for the XC40 remained strong across the board with retail sales reaching 139,847 (75,828) units, and 
sales of the XC90 increasing by 7.0 per cent to 100,729 (94,182) units. Sales of the V60 grew 26.8 per cent to 68,577 (54,095) 
units, mainly driven by demand in Sweden. The S60 sold 42,795 (40,499) units, an increase of 5.7 per cent on the back of sales 
in the US where the car is locally produced. The decrease in the S90 sales is mainly a consequence of higher import tariffs in the 
US and a decline in the overall segment in that market, as well as in Europe. The decline in the V90 sales was primarily driven by 
lower demand in Sweden during the first nine months of the year, in part driven by the taxation scheme Bonus Malus.

EUROPE 
Market
The passenger car market in Europe recorded a slight increase 
in car registrations for the full year of 1.2 per cent, whereas the 
premium car market grew by around 2.5 per cent. The growth 
was driven by a few key markets during the fourth quarter, 
particularly in December, which pushed the overall car regis-
trations in Europe.

Volvo Cars
Volvo Cars’ sales growth remained resilient in Europe during 
the year, growing 7.2 per cent year-over-year to 341,200 
(318,235) units, of which almost 10 per cent relate to PHEV 
sales. Overall, five of Volvo Cars’ main European markets dis-
played double digit growth. Sales records were established in 
various markets during the year, in particular in Germany, 
where sales reached above 50,000 units, as well as in Bel-
gium. In the UK retail sales reached 56,316 units, the highest 
since 1990. Overall, SUVs accounted for 57.7 (50.0) per cent 
of total retail sales in Europe and increased by 23.9 per cent 
to 196,971 units. This drove the growth in the market, follow-
ing the full introduction of the XC40 during the year. Sales of 
the V60 also picked up and grew by 36.4 per cent. This offset 
contractions in the remaining V models as well as in the S 
line-up.
 
CHINA
Market
The passenger car market in China declined by 7.4 per cent 
during the full year 2019. Despite this, the premium car mar-
ket continued to grow, increasing by 8.5 per cent during the 
period.

Volvo Cars
Strong demand continued for Volvo cars in China, with retail 
sales growth of 18.7 per cent for the year to 154,961 (130,593) 
units. SUV sales accounted for 59.7 (50.0) per cent of total 
retail sales. Sales growth was mainly driven by the locally pro-
duced XC60, XC40 and S90, followed by the XC90.

US
Market
Total light vehicle sales in the US declined by almost 2 per 
cent in the year, as a small growth in the light truck segment 
was offset by a sharp decline in the passenger car segment, 
whereas the premium car market of imported cars declined by 
around 0.5 per cent.

Volvo Cars
Despite the shrinking market, retail sales in the US increased 
by 10.1 per cent during the year to 108,234 (98,263) units. 
SUV sales accounted for 77.6 (78.1) per cent of total retail 
sales. Growth was mainly driven by demand for the locally 
produced S60 with retail sales of 17,510 units, as cars reached 
dealerships only at the end of 2018. The XC40 sales contin-
ued to grow reaching 17,654 (12,427) units. Growth was also 
supported by the XC90 sales and somewhat offset by con-
tractions in the S90 and the V line-up sales.

Other Volvo Cars Markets
Retail sales in other markets grew by 6.2 per cent to 101,057 
(95,162) units, driven by strong demand for the XC40 and the 
XC60 and moderate sales growth of the V60, slightly offset 
by declines in the S line-up, V40 and V90. SUV sales 
accounted for 71.3 (61.4) per cent of total retail sales. The 
largest markets were Japan, Korea and Canada. Sales in 
Japan grew by 6.8 per cent to 18,573 (17,389) units driven by 
the XC40 and the V60.
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Top 10
Retail sales by market (units)

Q4  
2019

Q4  
2018 Change %

Full year 
2019

Full year 
2018 Change %

China 45,449 34,401 32.1 154,961 130,593 18.7

US 30,802 24,334 26.6 108,234 98,263 10.1

Sweden 20,722 14,079 47.2 64,290 67,128 –4.2

Germany 15,046 14,754 2.0 52,954 45,134 17.3

UK 11,803 12,692 –7.0 56,316 50,065 12.5

Italy 6,445 5,768 11.7 22,101 19,340 14.3

France 6,189 5,596 10.6 20,818 18,825 10.6

Belgium 5,938 5,334 11.3 23,547 21,201 11.1

Japan 4,821 4,865 –0.9 18,573 17,389 6.8

Netherlands 3,029 3,632 –16.6 16,325 16,312 0.1

Retail sales by model (units)
Q4  

2019
Q4  

2018 Change %
Full year 

2019
Full year 

2018 Change %

XC60/XC60 Classic 59,341 52,412 13.2 204,981 189,459 8.2

XC40 44,372 27,285 62.6 139,847 75,828 84.4

XC90 28,899 23,853 21.2 100,729 94,182 7.0

V60/V60 Cross Country 19,010 14,725 29.1 68,577 54,095 26.8

S60 14,685 7,622 92.7 42,795 40,499 5.7

S90 14,681 13,308 10.3 56,355 57,142 –1.4

V90/V90 Cross Country 10,595 12,409 –14.6 40,621 53,461 –24.0

V40/V40 Cross Country 6,165 18,086 –65.9 51,542 77,587 –33.6

Other (discountinued models) — — — 5 — —

Total 197,748 169,700 16.5 705,452 642,253 9.8
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Events During the Year
Events during the fourth quarter

Volvo Cars refinanced SEK 5 billion of existing preference 
shares
Volvo Cars issued SEK 5 billion worth of convertible prefer-
ence shares to a group of Swedish institutional investors, 
comprising the Swedish pension fund AMF and the Swedish 
insurance and pension savings group Folksam. Being one of 
Sweden’s largest pension funds, and leading insurance and 
pension savings group respectively, Volvo Cars considers 
their investments to represent a significant, continued 
endorsement for the company. At the same time the previ-
ously issued preference shares to the same investors were 
redeemed. The preference shares may be repurchased or con-
verted into common shares of Volvo Car AB under certain 
circumstances.

Intention to merge combustion engine operations 
announced
Volvo Cars and Geely announced their intentions to merge 
their existing combustion engine operations into a standalone 
business, in order to establish a new global supplier that will 
seek to develop next generation combustion engines and 
hybrid powertrains. The proposed new business would clear 
the way for Volvo Cars to focus on the development of its 
all-electric range of premium cars.

Volvo Cars Moment – Sustainability
Volvo Cars introduced the XC40 Recharge, its first fully elec-
tric car and the first model out in the new Recharge car line 
concept. At the same event, an ambitious plan aiming to 
reduce the lifecycle carbon footprint per car by 40 per cent 
until 2025, was launched. This was Volvo Cars’ first tangible 
step towards the ambition of becoming a climate neutral 
company by 2040.

Implementation of blockchain traceability of cobalt in 
batteries
During the fourth quarter Volvo Cars reached an agreement 
with its two global battery suppliers, CATL of China and LG 
Chem of South Korea, and with leading global blockchain 
technology firms, to implement traceability of cobalt, starting 
2019.

Events during the first 9 months

First quarter:
•  Volvo Cars issued two bonds listed on the Luxembourg 

Stock Exchange. A SEK 2bn bond with maturity in February 
2023 and a EUR 600m bond with maturity in April 2024

•  Winfried Vahland was appointed Member of the Board of 
Directors, succeeding Carl Peter Forster

•  The Equal Vehicles for All (E.V.A.) Project was launched and 
furthermore Volvo cars announced the 180 kph speed limit 
to be imposed from 2020

•  Volvo Cars was named one of the World’s Most Ethical 
Company® for the third consecutive year

Second quarter:
•  Battery sourcing agreements was signed with CATL and LG 

Chem
•  Volvo Cars and Uber presented a production ready base car 

for self-driving

Third quarter:
•  Carla De Geyseleer succeeded Hans Oscarsson as CFO and 

Senior Vice President Finance
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Financial Summary

Research and development (MSEK)
Q4  

2019
Q4  

2018 Change %

Research and development spending –3,615 –3,912 –7.6

Capitalised development costs 2,193 2,046 7.2

Amortisation and depreciation of Research and development –1,312 –1,338 –1.9

Research and development expenses –2,734 –3,204 –14.7

During the fourth quarter, Volvo Cars generated revenue of 
MSEK 79,195 (73,025), an increase of 8.4 per cent. Whole-
sales increased by 9.8 per cent to 197,930 (180,221) units, 
mainly driven by the XC40. Volume and sales mix, positively 
impacted by the increase in SUV sales, partly offset by nega-
tive pricing, contributed to revenue with MSEK 3,545. Sold 
licences decreased by MSEK –2,190, and other revenue, 
such as rentals, used car sales as well as parts and accesso-
ries, increased by MSEK 2,125. The exchange rate effect in 
revenue was positive and amounted to MSEK 2,690.

Gross income amounted to MSEK 15,143 (14,003), result-
ing in a gross margin of 19.1 (19.2) per cent. Cost of sales 
increased to MSEK –64,052 (–59,022), mainly as a result of 
increased production and higher demand for the XC model 
range, as well as a negative foreign exchange rate impact in 
cost of sales of MSEK –2,356. This increase was partially 
offset by lower tariffs and operational efficiencies, such as 
material cost, labour, overhead and logistics. The net effect of 
foreign exchange rate in gross income was positive and 
amounted to MSEK 336 and the decreased gross income 
effect from licence sales amounted to MSEK 995. Conse-
quently, the main reason for the decrease in gross margin is 
the continuous price competition in certain markets and lower 
licence sales.

Research and development expenses amounted to MSEK 
–2,734 (–3,204). The research and development spending 
decreased slightly during the quarter, still reflecting continu-

FOUR TH QUAR TER 2019 – INCOME AND RESULT
The comparative figures refer to the consolidated income statement of the fourth quarter 2018 if not otherwise stated. 

ous high investments in electrification, connectivity and new 
car models. Amortisations of previously capitalised product 
development increased during the quarter. For details regard-
ing research and development expenses, see table below.

Administrative expenses were kept flat and amounted to 
MSEK –2,398 (–2,416). Selling expenses increased to MSEK 
–5,316 (–4,558), mainly related to increased marketing 
activities during the quarter, related to the Recharge line-up 
and the launch of the new S60 in China.

Other operating income and expense, net, amounted to 
MSEK 363 (820) mainly related to a decrease in sold services 
and foreign exchange rate effects on operating assets and 
liabilities.

Operating income (EBIT) increased compared to prior year, 
to MSEK 5,292 (4,505) and the EBIT margin increased to 6.7 
(6.2) per cent. The increase during this quarter is a result of 
strong growth in volume, and a more favourable model mix 
from increased SUV sales with the legacy V40 and S60 being 
phased out, as well as operational efficiencies. This rise in 
profitability was achieved despite the prior year period bene-
fiting from licence sales. The net effect of foreign exchange 
rate in EBIT amounted to MSEK –145.

Net financial items amounted to MSEK –319 (–382).
 The effective tax rate decreased to 23.0 (25.1) per cent 
mainly due to increased withholding tax credits.

Net income amounted to MSEK 3,829 (3,089). Net 
income in relation to revenue was 4.8 (4.2) per cent.
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Changes to revenue (MSEK)

Revenue Q4 2018 73,025

Volume, sales mix and pricing 3,545

Sale of licences –2,190

Foreign exchange rates 2,690

Other 2,125

Revenue Q4 2019 79,195

Change % 8.4

Revenue, MSEK
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Changes to Operating income (EBIT) (MSEK)

EBIT Q4 2018 4,505

Volume, sales mix and pricing 510

Sale of licences –995

Government grants 150

Foreign exchange rates –145

Other 1,267

EBIT Q4 2019 5,292

Change % 17.5
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Volvo Cars revenue increased by 8.5 per cent to MSEK 
274,117 (252,653), from growth in all regions and signifi-
cantly increased volumes in markets such as China, US, Ger-
many, UK and Belgium. Wholesales increased by 7.1 per cent 
to 703,534 (656,688) units, mainly driven by the XC40. The 
positive sales development and the increased demand for the 
XC model range, however continuously effected by price 
pressure in certain markets, was reflected in volume, sales 
mix and pricing, which contributed to revenue with MSEK 
10,670. Sold licences decreased by MSEK 894, while other 
revenue, such as rentals, used car sales as well as parts and 
accessories, increased by MSEK 3,155. The exchange rate 
effect in revenue amounted to MSEK 8,533.

Gross income increased to MSEK 52,070 (49,331), result-
ing in a gross margin of 19.0 (19.5) per cent. During the year, 
operational efficiencies, such as material cost improvements, 
freight and labour and overhead efficiencies, have had a posi-
tive effect on cost of sales. The increase in cost of sales to 
MSEK –222,047 (–203,322), is mainly related to a higher 
production volume and increasing demand for the XC model 
range, and a negative foreign exchange rate impact in cost of 
sales of MSEK –8,164. The net effect of foreign exchange 
rate in gross income was positive and amounted to MSEK 
369 and the decreased gross income effect from licence 
sales amounted to MSEK 894. Consequently, the main rea-
son for the decrease in gross margin is the continuous price 
competition in certain markets and lower licence sales. 

Research and development expenses increased to MSEK 
–11,446 (–10,903). The increase was driven by continuous 
investments in electrification, connectivity and new car mod-
els. For details regarding research and development expenses, 
see table below.

FULL YE AR 2019 – INCOME AND RESULT
The comparative figures refer to the consolidated income statement of the full year 2018 if not otherwise stated. 

Selling and administrative expenses increased to MSEK 
–26,776 (–25,372). The increase was mainly driven by 
administrative expenses of MSEK –9,489 (–8,001) related 
to personnel costs as well as increased expenses for digitali-
sation. Selling expenses were kept in line with 2018 and 
amounted to MSEK –17,287 (–17,371).

Other operating income and expense, net, amounted to 
MSEK 623 (1,062). The decrease was mainly related to costs 
for early phase-out of certain components, partly offset by 
foreign exchange rate effects on operating assets and liabili-
ties of MSEK 537 (62).

Operating income (EBIT) increased slightly compared to 
last year to MSEK 14,303 (14,185). The EBIT margin 
decreased to 5.2 (5.6) per cent. While the EBIT in the prior 
year was positively affected by a higher level of received gov-
ernment grants and licences, the increase during this year is a 
result of strong growth in volume, and a more favourable mar-
ket and model mix, as well as operational efficiencies. Since 
the announcement in April, to implement cost efficiency 
measurements, the number of consultants and full-time 
employees has been reduced by around 900. The full financial 
impact is expected to come in 2020 as, on average, the num-
ber of full-time employees in 2019 was at the same level as in 
2018. The net effect of foreign exchange rate in EBIT was 
MSEK –125.

Net financial items amounted to MSEK –1,135 (–1,268).
The effective tax rate increased to 27.1 (24.3) per cent 

mainly due to allocation of taxable profits between different 
jurisdictions and adjustments related to prior years.

Net income amounted to MSEK 9,603 (9,781). Net income 
in relation to revenue was 3.5 (3.9) per cent.

Research and development (MSEK)
Full year 

2019
Full year  

2018 Change %

Research and development spending –14,662 –12,816 14.4

Capitalised development costs 8,088 6,476 24.9

Amortisation and depreciation of Research and development –4,872 –4,563 6.8

Research and development expenses –11,446 –10,903 5.0

Changes to revenue (MSEK)

Revenue Full year 2018 252,653

Volume, sales mix and pricing 10,670

Sale of licences –894

Foreign exchange rates 8,533

Other 3,155

Revenue Full year 2019 274,117

Change % 8.5

Changes to Operating income (EBIT) (MSEK)

EBIT Full year 2018 14,185

Volume, sales mix and pricing 865

Sale of licences –425

Government grants –1,505

Foreign exchange rates –125

Other 1,308

EBIT Full year 2019 14,303

Change % 0.8
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CASH FLOW
Cash flow from operating and investing activities amounted 
to MSEK 12,356 (10,486).

Cash flow from operating activities amounted to MSEK 
18,075 (16,076). The positive cash flow from operating activ-
ities consists of positive operating income of MSEK 5,292 
(4,505), adjusted for depreciation and amortisation of MSEK 
4,046 (3,355) together with income tax paid of MSEK –715 
(–566), and a positive change in working capital of MSEK 
11,400 (6,953).

The positive effect in working capital is mainly related to 
decreased inventory and decreased accounts receivable as 
well as increased accounts payable. The positive cash flow 
from inventory of MSEK 3,839 (1,942) was mainly due to 
high sales volumes in combination with lower production vol-
umes at the end of the year. Strong car sales, together with 
payments from related parties, were the main drivers for the 
positive cash flow from accounts receivable of MSEK 3,248 

FOUR TH QUAR TER 2019 – CASH FLOW
The presented figures refer to the consolidated figures for the fourth quarter 2019 if not otherwise stated. The comparative 
figures for the cash flow items refer to the consolidated cash flow statement for the fourth quarter 2018 if not otherwise stated. 
The comparative figures for the balance sheet items refer to the consolidated balance sheets of December 31, 2018 if not 
otherwise stated.

Cash flow statement (MSEK)
Q4 

2019
Q4 

2018 Change %

Cash flow from operating activities 18,075 16,076 12.4

Cash flow from investing activities –5,719 –5,590 2.3

Cash flow from operating and investing activities 12,356 10,486 17.8

Cash flow from financing activities –4,497 –1,929 133.1

Cash flow for the period 7,859 8,557 –8.1

(–2,519). Cash flow from accounts payable was positive and 
amounted to MSEK 2,188 (4,766), mainly due to timing in 
purchases during the last quarter. Furthermore, contract lia-
bilities to customers increased and contributed to the positive 
effect in working capital of MSEK 1,685 (3,056) of which the 
main driver is sales generated obligations.

Cash flow from investing activities amounted to MSEK 
–5,719 (–5,590). Investments in property, plant and equip-
ment amounted to MSEK –3,410 (–3,440), mainly driven by 
investments in car and engine production capacity as well as 
tooling. Investments in intangible assets amounted to MSEK 
–2,473 (–2,118) as a result of continuous investments in new 
and upcoming car models and new technology.

Cash flow from financing activities amounted to MSEK 
–4,497 (–1,929) and is mainly related to investments in mar-
ketable securities (net) of MSEK –1,797 (–1,077) and repay-
ments of liabilities to credit institutions of MSEK –1,573 
(–806). 
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CASH FLOW
Cash flow from operating and investing activities amounted 
to MSEK 11,573 (4,705). Cash flow from operating activities 
amounted to MSEK 32,374 (26,765). The change is due to 
the positive operating income of MSEK 14,303 (14,185), 
adjusted for depreciation and amortisation of MSEK 15,548 
(13,213) together with tax paid of MSEK –4,089 (–4,132), 
and a positive working capital development of MSEK 9,916 
(4,044).

The positive development in working capital is mainly due 
to growing sales volumes and increased sales of cars held 
under repurchase agreements, as well as increased sales gen-
erated obligations. These are the main contributors to the 
positive cash flow from contract liabilities to customers 
amounting to MSEK 6,503 (6,093) and other working capi-
tal assets and liabilities amounting to MSEK 2,890 (520). 
Change in accounts payable gave a positive effect of MSEK 
1,969 (4,372) mainly due to increased production. The posi-
tive effects have partly been offset by a negative cash flow 
from inventories of MSEK –3,066 (–3,706) driven by grow-
ing sales volumes and increased sales of cars held under 
repurchase agreements.

Cash flow from investing activities amounted to MSEK 
–20,801 (–22,060). Investments in tangible assets 
amounted to MSEK –11,807 (–13,574) and are mainly related 
to the approaching launch of the fully electric XC40 Recharge 
and ramp up of production capacity of the XC40, the S60 and 
engines. Investments in intangible assets amounted to MSEK 
–9,176 (–7,283) as a result of continuous investments in new 
and upcoming car models and new technology.

 Cash flow from financing activities amounted to MSEK 
–831 (–743) mainly related to proceeds from bonds issued of 
MSEK 8,221 (—), offset by repayments of liabilities of MSEK 
–3,553 (–7,354), dividends paid to shareholders of MSEK 
–2,897 (–67) and investments in marketable securities (net) 
of –1,985 (2,558).

FULL YE AR 2019 – CASH FLOW AND EQUIT Y
The presented figures refer to the consolidated figures for the full year 2019 if not otherwise stated. The comparative figures for 
the cash flow items refer to the consolidated cash flow statement for the full year 2018 if not otherwise stated. The comparative 
figures for the balance sheet items refer to the consolidated balance sheets of December 31, 2018 if not otherwise stated.

Cash flow statement (MSEK)
Full year 

2019
Full year 

2018 Change %

Cash flow from operating activities 32,374 26,765 21.0

Cash flow from investing activities –20,801 –22,060 –5.7

Cash flow from operating and investing activities 11,573 4,705 146.0

Cash flow from financing activities –831 –743 11.8

Cash flow for the period 10,742 3,962 171.1

Total cash and cash equivalents including marketable secu-
rities have increased to MSEK 55,515 (41,747). Net cash 
increased to MSEK 25,214 (18,029). Including undrawn 
credit facilities of MSEK 13,593 (13,328), liquidity is at 
MSEK 69,108 (55,075).

EQUIT Y
Total equity increased to MSEK 63,648 (61,251), resulting in 
an equity ratio of 26.3 (29.0) per cent. The change is attribut-
able to the positive net income of MSEK 9,603 and capital 
injection of MSEK 1,153 from Geely to Polestar Group which 
is a joint venture under common control, somewhat offset by 
negative effects in other comprehensive income. The latter is 
related to change in cash flow hedge reserve from unrealised 
hedge contracts of MSEK –2,556 (net of tax), whereof hedge 
contracts recycled to income statement amounted to MSEK 
1,003. The change in value of cash flow hedges is mainly due 
to a weakened SEK against USD and GBP. Remeasurements 
of provisions for post-employment benefits have had a nega-
tive effect in other comprehensive income of MSEK –2,988 
(net of tax) due to changes in actuarial assumptions, mainly 
lower discount rates. This has partly been offset by a positive 
foreign exchange translation effect, including hedges of net 
investments in foreign operations of MSEK 838 (net of tax).

Dividend of MSEK 2,897 has been paid to shareholders, 
whereof MSEK 125 was distributed to the holders of prefer-
ence shares. In December 2019, a new issue of preference 
shares was made of (net) MSEK 4,989 which was offset by 
the redemption of the preference shares issued in December 
2016 of MSEK –5,745. For more information about the trans-
action, see page 8 – Events During the Year.



VOLVO CAR GROUP

14 OF 29INTERIM REPORT FOURTH QUARTER AND FULL YEAR 2019 | GOTHENBURG FEBRUARY 5TH 2020

EVENTS AF TER THE REPOR TING PERIOD
At the date of publication, the Corona-virus continued to 
spread. Volvo Cars has significant activities in China involving 
both production and supply chain and our operations will be 
impacted.

OUTLOOK 2020

We expect continued growth in sales and revenue, as we benefit from a strong product offering and increased 
production capacity. Revenue growth and performance management are expected to increase the profit 
 compared to last year. With ongoing investments in new technologies and new products, we foresee a similar 
level of capital expenditure as in 2019. Cash flow is expected to remain strong.
We closely monitor the uncertain Corona-virus situation as it, at this stage, will impact the first quarter results. 
We will strive to compensate the impact during the remainder of the year.

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 expec-
tations 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 out-
comes to differ materially from those expressed in any 

RISKS AND UNCER TAINT Y FAC TORS
Risks are a natural element in all business activities, risk miti-
gation is as well. As an example, our reaction to higher tariffs is 
to adjust prices in certain markets, relocate vehicles to other 
markets, as well as realocate production. In order to achieve 
Volvo Cars’ short- and long-term objectives, enterprise risk 
management is part of the daily activities at Volvo Cars. We 
are closely following the impacts of the Corona-virus, taking 
measures to mitigate possible effects. Also, the development 
of Brexit is followed closely and actions are taken in order to 
mitigate the potential short- and long-term impacts. For a 
more in-depth analysis of risks, see the Volvo Car Group 
Annual Report 2018 page 82.

Volvo Cars is continuously considering various capital mar-
ket options. 

EMPLOYEES
During 2019, there has been a reduction of white collar 
employees following the cost efficiency activities announced 
earlier this year. During the same period, higher production vol-
umes led to an increase of blue collar employees, mainly in 
China, Ghent and the US. In total, Volvo Cars employed on 
average 41,517 (41,418)1) full-time employees. Furthermore, 
the Group employed on average 4,448 (4,453) agency per-
sonnel.

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 21.

 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 competi-
tion and other economic, business, competitive and/or regula-
tory factors affecting the business of Volvo Car Group, its asso-
ciated companies and joint ventures, and the automotive 
industry in general. Forward-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 information or future events.

1) The comparative number of FTEs has been restated due to a changed and improved 
methodology for calculating the average number of FTEs.
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Consolidated Income Statements

MSEK Note 
Q4  

2019
Q4  

2018
Full year 

2019
Full year 

2018

Revenue 2 79,195 73,025 274,117 252,653

Cost of sales1) –64,052 –59,022 –222,047 –203,322

Gross income 15,143 14,003 52,070 49,331

Research and development expenses1) –2,734 –3,204 –11,446 –10,903

Selling expenses –5,316 –4,558 –17,287 –17,371

Administrative expenses –2,398 –2,416 –9,489 –8,001

Other operating income 1,154 1,434 3,868 3,386

Other operating expenses –791 –614 –3,245 –2,324

Share of income in joint ventures and associates 234 –140 –168 67

Operating income 5,292 4,505 14,303 14,185

Financial income 177 149 575 407

Financial expenses –496 –531 –1,710 –1,675

Income before tax 4,973 4,123 13,168 12,917

Income tax –1,144 –1,034 –3,565 –3,136

Net income 3,829 3,089 9,603 9,781

Net income attributable to

Owners of the parent company 3,282 2,158 7,115 6,840

Non-controlling interests 547 931 2,488 2,941

1) Reclassification of research and development expenses to Cost of sales amounted to MSEK 1,195 in Q4 2018 as well as full year 2018. For 
further information see Note 1 – Accounting principles. 
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MSEK
Q4  

2019
Q4  

2018
Full year 

2019
Full year 

2018

Net income for the period 3,829 3,089 9,603 9,781

Other comprehensive income

Items that will not be reclassified subsequently to income statement:

Remeasurements of provisions for post-employment benefits –417 –588 –3,780 –1,925

Tax on items that will not be reclassified to income statement 81 129 792 404

Items that may be reclassified subsequently to income statement:

Translation difference on foreign operations –1,121 64 947 805

Translation difference of hedge instruments of net investments in  
foreign operations 175 32 –139 –16

Change in fair value of cash flow hedge related to currency and  
commodity price risks 2,054 690 –4,220 –3,236

Currency and commodity risk hedge contracts recycled to  
income statement 232 –181 1,003 –603

Tax on items that may be reclassified to income statement –509 –113 691 815

Other comprehensive income, net of income tax 495 33 –4,706 –3,756

Total comprehensive income for the period 4,324 3,122 4,897 6,025

Total comprehensive income attributable to

Owners of the parent company 4,025 2,164 2,182 2,965

Non-controlling interests 299 958 2,715 3,060

4,324 3,122 4,897 6,025

Consolidated Comprehensive Income
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Consolidated Balance Sheets

MSEK Note
Dec 31, 

2019
Dec 31, 

2018

ASSETS
Non-current assets

Intangible assets 32,786 29,626

Property, plant and equipment 1 69,738 61,208

Assets held under operating leases 3,243 2,523

Receivables on parent company 54 54

Investments in joint ventures and associates 7,408 7,003

Other long-term securities holdings 296 190

Deferred tax assets 7,275 6,586

Other non-current assets 3 3,253 2,982

Total non-current assets 124,053 110,172

Current assets

Inventories 38,911 35,163

Accounts receivable 4 13,243 13,704

Current tax assets 987 573

Other current assets 3 8,855 9,875

Marketable securities 3 3,518 1,577

Cash and cash equivalents 3 51,997 40,170

Total current assets 117,511 101,062

TOTAL ASSETS 241,564 211,234

EQUITY & LIABILITIES
Equity

Equity attributable to owners of the parent company 53,883 52,873

Non-controlling interests 9,765 8,378

Total equity 63,648 61,251

Non-current liabilities

Provisions for post-employment benefits 12,583 8,425

Deferred tax liabilities 975 1,688

Other non-current provisions 7,291 6,189

Liabilities to credit institutions 3 4,489 8,273

Bonds 3 21,643 13,200

Non-current contract liabilities to customers 5,210 4,184

Other non-current interest bearing liabilities 1 5,076 —

Other non-current liabilities 3 4,913 4,609

Total non-current liabilities 62,180 46,568

Current liabilities

Current provisions 8,357 6,936

Liabilities to credit institutions 3 4,105 2,175

Current contract liabilities to customers 20,478 17,511

Accounts payable 4 44,876 43,633

Current tax liabilities 1,302 1,645

Other current interest bearing liabilities 1 1,073 —

Other current liabilities 3, 4 35,545 31,515

Total current liabilities 115,736 103,415

TOTAL EQUITY & LIABILITIES 241,564 211,234
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Condensed Changes in Consolidated Equity

MSEK
Dec 31, 

2019
Dec 31, 

2018

Opening balance 61,251 54,660

Net income for the period 9,603 9,781

Other comprehensive income, net of income tax –4,706 –3,756

Total comprehensive income 4,897 6,025

Group contributions — 418

Capital contribution from non-controlling interests — 662

Issue of preference shares 4,989 —

Redemption of preference shares –5,745 —

Divestment of non-controlling interests — –1 288

Change in the Group’s composition — –5

Capital injection into joint venture under common control1) 1,153 846

Dividend to shareholders –2,897 –67

Transactions with owners –2,500 566

Closing balance 63,648 61,251

Attributable to 

Owners of the parent company 53,883 52,873

Non-controlling interests 9,765 8,378

Closing balance 63,648 61,251

1) Refers to the effect of Geely’s capital injection into Polestar Group, see Note 4 – Related party transactions.
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Consolidated Statement of Cash Flows

MSEK
Q4  

2019
Q4 

2018
Full year 

2019
Full year 

2018

OPERATING ACTIVITIES
Operating income 5,292 4,505 14,303 14,185

Depreciation and amortisation of non-current assets 4,046 3,355 15,548 13,213

Interest and similar items received 174 150 572 408

Interest and similar items paid –251 –92 –854 –818

Other financial items –357 –615 –607 –203

Income tax paid –715 –566 –4,089 –4,132

Adjustments for other items not affecting cash flow –1,514 2,386 –2,415 68

 6,675 9,123 22,458 22,721

Movements in working capital

Change in inventories 3,839 1,942 –3,066 –3,706

Change in accounts receivable 3,248 –2,519 694 –2,627

Change in accounts payable 2,188 4,766 1,969 4,372

Change in provisions 393 145 926 –608

Change in contract liabilities to customers 1,685 3,056 6,503 6,093

Change in other working capital assets/liabilities1) 47 –437 2,890 520

Cash flow from movements in working capital 11,400 6,953 9,916 4,044

Cash flow from operating activities 18,075 16,076 32,374 26,765

INVESTING ACTIVITIES
Investments in shares and participations, net2) –183 –47 –235 –1,565

Dividend received from joint ventures and associates 13 — 64 240

Investments in intangible assets1) –2,473 –2,118 –9,176 –7,283

Investments in tangible assets –3,410 –3,440 –11,807 –13,574

Disposal of tangible assets 334 15 353 122

Cash flow from investing activities –5,719 –5,590 –20,801 –22,060

Cash flow from operating and investing activities 12,356 10,486 11,573 4,705

FINANCING ACTIVITIES
Proceeds from credit institutions 152 98 1,361 3,087

Proceeds from bond issuance — — 8,221 —

Repayment of liabilities to credit institutions –1,573 –806 –3,553 –7,354

Repayment of interest bearing liabilities –389 — –1,356 —

Proceeds from preference shares issuance 5,011 — 5,011 —

Redemption of preference shares –5,745 — –5,745 —

Dividend paid to shareholders — — –2,897 –67

Investments in marketable securities, net –1,797 –1,077 –1,985 2,558

Other –156 –144 112 1,033

Cash flow from financing activities –4,497 –1,929 –831 –743

Cash flow for the period 7,859 8,557 10,742 3,962

Cash and cash equivalents at beginning of period 45,060 31,357 40,170 35,402

Exchange rate difference on cash and cash equivalents –922 256 1,085 806

Cash and cash equivalents at end of period 51,997 40,170 51,997 40,170

1) For comparison reasons, the line items Investments in intangible assets and Change in other working capital assets/liabilities have been restated. For more 
information, see Note 1 – Accounting principles.  
2) Investments in shares and participations, net includes; investments in shares and participations and effects from loss of control of Polestar Group during 
2018.
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Condensed Parent Company  
Income Statements

Condensed Parent Company
Balance Sheets

MSEK
Q4  

2019
Q4  

2018
Full year 

2019
Full year 

2018

Administrative expenses –6 –4 –19 –12

Operating income –6 –4 –19 –12

 

Financial income1) 9,942 88 11,835 345

Financial expenses –204 –161 –599 –770

Income before tax 9,732 –77 11,217 –437

 

Income tax 8 –7 14 –80

Net income 9,740 –84 11,231 –517

Other comprehensive income and net income are consistent since there are no items in other comprehensive income.

1) Received dividend in March and December 2019 of MSEK 1,512 and MSEK 9,768 respectively.

MSEK  
Dec 31, 

2019
Dec 31,

2018

ASSETS
Non-current assets 34,011 25,543

Current assets 3,890 4,709

TOTAL ASSETS 37,901 30,252

EQUITY & LIABILITIES
Equity

Restricted equity 51 51

Non-restricted equity 15,827 6,864

Total equity 15,878 6,915

Non-current liabilities 21,760 23,165

Current liabilities 263 172

Total liabilities 22,023 23,337

TOTAL EQUITY & LIABILITIES 37,901 30,252
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NOTE 1 – Accounting principles

The interim report has been prepared in accordance with IAS 34 – Interim Financial Reporting and the Swedish Annual Accounts 
Act. The Volvo Car Group applies International 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 in this 
quarterly report are, in all material aspects, consistent with those described in the Volvo Car Group Annual Report 2018 Note 1 
– Accounting Principles for Volvo Car Group and the parent company respectively (available at www.volvocars.com), together 
with the below additions. 

Since January 1, 2019, IFRS 16 – Leasing have been applied by Volvo Car Group. As described in Note 34 in the annual finan-
cial statements 2018, IFRS 16 mainly affects lessee accounting and introduces a single lessee accounting model which requires 
a lessee to recognise assets and liabilities for all contracts who fulfills the definition of a lease contract with a lease term exceed-
ing 12 months, unless the underlying asset is of low value. The lessee is required to recognise a right-of-use asset representing 
its right to use the underlying leased asset and a lease liability representing its obligation to make lease payments during the 
contract period. The adoption to IFRS 16 resulted in recognition of assets amounting to MSEK 6,978 (as of Q4 6,215) and 
recognition of liabilities amounting to MSEK 6,698 (as of Q4 6,149) as of January 1, 2019. The difference is due to the land-
used-rights in China that are prepaid and therefore not included as a liability. Volvo Car Group has decided to present the right-
of-use asset as a part of property, plant and equipment and in Q4 2019 the right-of-use assets amounts to MSEK 6,215. Please 
see specification below: 

MSEK  
Whereof right-

of-use assets

Whereof 
adjustments to 
property, plant 
and equipment

Dec 31, 
2019

Dec 31,
2018

Property, plant and equipment 6,215 2,315 69,738 61,208

The lease liabilities related to the leasing contracts are classified as other interest bearing liabilities, as non-current and current 
liabilities respectively.   

Volvo Car Group recognises revenue related to customer contracts for the delivery of development of customer unique IP. Rev-
enue is recognised when control over the customer unique IP has been transferred to the client. Revenue is recognised when 
control is transferred and this is made over time in accordance to the contractual terms between the parties. An input-based 
method is applied as this depicts progress in the project. Up until the second quarter, expenses related to the delivery of unique 
IP (now classified as customer contracts) were capitalized as an intangible asset, an asset expensed when transferred to the 
customer. The change has not had any effect on either the balance sheet or the net income presented in this report.
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NOTE 2 – Revenue
Revenue allocated to geographical regions:

MSEK
Q4  

2019
Q4  

2018
Full year 

2019
Full year 

2018

China 16,619 14,410 60,530 54,653

US 11,744 10,956 40,110 39,366

Europe 38,680 36,952 130,983 121,671

 of which Sweden 7,730 8,927 26,092 28,034

 of which United Kingdom 3,916 4,526 16,911 14,993

 of which Germany 6,048 6,404 20,343 18,366

Other markets 12,152 10,707 42,494 36,963

 of which Japan 2,229 2,101 7,937 6,593

 of which Russia 1,236 1,186 3,705 3,554

Total 79,195 73,025 274,117 252,653

Revenue allocated to category:

MSEK
Q4  

2019
Q4  

2018
Full year 

2019
Full year 

2018

Sales of new cars and related goods and services 1) 72,406 65,329 251,107 231,891

Sales of used cars 4,826 4,258 15,840 13,808

Revenue from subscription, leasing and rental business 1,262 663 4,177 3,326

Sales of licences 280 2,470 1,648 2,542

Other revenue 2) 421 305 1,345 1,086

Total 79,195 73,025 274,117 252,653

1) Includes realised effect of cash flow hedge contracts amounting to MSEK –1,128 (–702) in the fourth quarter and MSEK –3,922 (–1,881) for the full 
year.
2) Other revenue mainly consists of income from financial services.

NOTE 3 – Fair value of financial instruments

Valuation principles for financial instruments as described in Volvo Car Group Annual Report 2018 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, 2018.

In Volvo Car Group’s balance sheet, financial instruments reported at fair value through the income statement consist of deriv-
atives, equity investments as well as commercial papers, 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 commercial papers that Volvo Car Group holds as of December 31, 
2019 belong to level 2. In level 3, the amount invested in other long-term securities holdings of MSEK 296 (190) is valued based 
on internal valuation methods. 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 val-
uation 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, 2019, amounted to MSEK –5,574 (–2,235). 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, 
2019

Dec 31,
2018

Dec 31, 
2019

Dec 31,
2018

Nominal hedge % 31 33 6 8

Hedged CFaR % 36 51 11 19
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NOTE 3 – Fair value of financial instruments – continued

Financial instruments recorded at fair value through the income statement

MSEK
Dec 31, 

2019
Dec 31,  

2018

Other non-current assets

Derivative assets 214 310

Other long-term securities holdings 296 190

Other current assets

Derivative assets 121 906

Marketable securities

Commercial papers 1,101 1,064

Cash and cash equivalents

Commercial papers 6,219 1,088

Total assets 7,951 3,558

Other non-current liabilities

Derivative liabilities 2,455 1,610

Other current liabilities

Derivative liabilities 3,454 1,841

Total liabilities 5,909 3,451

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 30,237 (23,648), see table below. 

Financial liabilities valued at amortised cost Carrying 
amount Fair value

Carrying 
amount Fair value

MSEK Dec 31, 2019 Dec 31, 2018

Bonds and liabilities to credit institutions 30,237 31,163 23,648 23,687

Total 30,237 31,163 23,648 23,687

Carrying amount of financial liabilities recorded at amortized cost, as stated in the table above, includes the MEUR 500 fixed 
interest rate bond issued in May 2016. The carrying value of this bond is MSEK 5,200 (5,105). Volvo has hedged this fixed 
interest rate bond into a variable interest rate bond, hence a part of the bond is valued at fair value through the income statement, 
amounting to MESK 20 (14) and the remaining part is valued at amortised cost. Interest rate swaps has been used as hedge 
instruments and the fair value of these instruments has been recognised in the income statement as well, neutralising the effect 
of the fair value adjustment made on the bond. The fair value of part of the bond is 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. 
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NOTE 4 – Related party transactions

Group companies entered into the following transactions with related parties which are not consolidated in the Group. Besides 
from other non-current assets of MSEK 376 (–) all assets and liabilities are current.

Sales of goods, services and other

MSEK
Q4  

2019
Q4  

2018
Full year  

2019
Full year  

2018

Related companies 1) 3) 4) 552 3,633 4,133 5,715

Associated companies and joint ventures 2) 652 259 1,320 981

Purchases of goods, services and other

MSEK
Q4  

2019
Q4  

2018
Full year  

2019
Full year  

2018

Related companies 1) 4) –626 –118 –1,487 –217

Associated companies and joint ventures 2) –792 –351 –2,603 –1,659

Receivables Payables

Dec 31,  
2019

Dec 31,
2018

Dec 31,  
2019

Dec 31,
2018

Related companies 1) 4) 7,209 7,999 2,927 4,145

Associated companies and joint ventures 2) 733 465 408 271

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) Licence revenue represent a value of MSEK 97 (2,444) in the fourth quarter and MSEK 1,410 (2,458) for the full year, whereof a value of 20 (2,151) in  
 the fourth quarter and MSEK 1,320 (2,151) for the full year refer to the Polestar Group. 
4)  Transactions with Polestar Group and other joint ventures within the Geely sphere, are presented as Related companies.

Investments in Polestar Group, by Geely, amounted to MRMB 800 (1,300) in the fourth quarter and MRMB 1,700 (2,800) for the full year. 50 per cent 
of these investments has had an effect on equity in Volvo Car Group.

NOTE 5 – Business combinations

Adoption of preliminary acquistion analysis
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.
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GENER AL DEFINITIONS

Volvo Car Group and Volvo Cars
Volvo Car AB (publ.), Volvo Car Corporation and all its subsid-
iaries.

Volvo Car AB (publ.), with its registered office in Gothen-
burg, is majority owned (99 per cent) by Geely Sweden Hold-
ings 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 
Corporation 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 refers to sales to end customers (including a por-
tion of cars used as customer loaner and demo cars) and is a 
relevant measure of the demand for Volvo Cars from an end 
customer point of view.

Gross margin
Gross margin is Gross income as a percentage of revenue and 
represents the per cent of total 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 
synonymous with operating income which measures the 
profit Volvo Car Group generates from its operations.   

EBIT margin
EBIT margin is EBIT as a percentage of revenue and meas-
ures Volvo Car Group’s operating efficiency.   

EBITDA
EBITDA represents earnings before interest, taxes, deprecia-
tions and amortisation, and is another measurement of the 
operating performance. It measures the profit Volvo Car 
Group generate from its operations without effect from previ-
ous periods’ capitalisation levels.

EBITDA margin
EBITDA margin is EBITDA in percentage of 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 
financial obligations. It is represented by cash and cash equiv-
alents and marketable securities less liabilities to credit institu-
tions, bonds and other interest-bearing non- current liabilities.

Liquidity
Liquidity consists of cash and cash equivalents, undrawn 
credit facilities and marketable securities.

Wholesales
Wholesales refers to new car sales to dealers and other cus-
tomers 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.

Rechargeable vehicles
Electrified vehicles are defined as plug-in hybrids and fully elec-
tric vehicles.

Agency personnel
Agency personnel is referred to as specific competence that is 
sourced externally and assigned to meet fluctuating business 
resource needs.

Revenue
Revenue is the sales price for goods or services net of discounts 
and certain variable marketing expenses.

Capital expenses
Expenses that the group capitalises and recognises as an 
investment in the balance sheet.

Performance measures disclosed in the interim report are those that are deemed to give a relevant view of Volvo Car Group’s 
financial performance for a reader of the interim report. For a reconciliation of performance measures, refer to page 27.

DEFINITIONS OF PERFORMANCE ME ASURES
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RECONCILIATION TABLES OF PERFORMANCE ME ASURES

Gross Margin
Q4 

2019
Q4  

2018
Full year 

2019
Full year 

2018

Gross income in % of revenue 19.1 19.2 19.0 19.5

EBIT Margin
Q4 

2019
Q4  

2018
Full year 

2019
Full year 

2018

Operating income (EBIT) in % of revenue 6.7 6.2 5.2 5.6

EBITDA/EBITDA Margin
Q4 

2019
Q4  

2018
Full year 

2019
Full year 

2018

Operating income 5,292 4,505 14,303 14,185

Depreciation and amortisation of non-current assets 4,046 3,355 15,548 13,213

EBITDA 9,338 7,860 29,851 27,398

EBITDA in % of revenue 11.8 10.8 10.9 10.8

EQUITY RATIO
Dec 31,  

2019
Dec 31,  

2018

Total equity 63,648 61,251

Total assets 241,564 211,234

Equity in % total assets 26.3 29.0

NET CASH 
Dec 31,  

2019
Dec 31,  

2018

Cash and cash equivalents 51,997 40,170

Marketable securities 3,518 1,577

Liabilities to credit institutions (non-current) –4,489 –8,273

Bonds 1) –21,623 –13,186

Other interest-bearing non-current liabilities –84 –84

Liabilities to credit institutions (current) –4,105 –2,175

Net cash 2) 25,214 18,029

1)  The bonds are presented above at amortised cost. The MEUR 500 bond is recognised in the balance sheet with a fair value adjustment and the fair 
value component amounted to MSEK 20 (14). 

2) The net cash calculation excludes financial liabilities related to the new leasing standard IFRS 16 amounting to MSEK –6,065.

LIQUIDITY
Dec 31,  

2019
Dec 31,  

2018

Cash and cash equivalents 51,997 40,170

Marketable securities 3,518 1,577

Undrawn credit facilities 13,593 13,328

Liquidity 69,108 55,075
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CONTAC T

Therese Odén Jandér
Head of Investor Relations
investors@volvocars.com

Volvo Car Group Headquarters
SE-405 31 Gothenburg
www.volvocars.com

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 5th 2020

Håkan Samuelsson
Chief Executive

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

The Volvo Car Group interim report on the first quarter 2020 will be published on April 23rd, 2020.
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