Investor Day in New York, March 7, 2014
Jan Gurander — CFO Volvo Group
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Weak financial performance in 2013

Operating income 2012, SEK bn OPERATING INCOME & MARGIN \
. 27 bn
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Change in gross income -7.0
Volvo Rents (2013) -1.5
Volvo Aero (2012) -1.4
Lower capitalization of R&D -1.2
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| Lower R&D expenditures +0.5

B OPERATING CASH FLOW
Industrial Operations SEK bn

Higher selling and admin expenses -1.1

Restructuring charges +0.8
Other -0.1
Operating income 2013
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Total currency effect included above -3.5
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Reduce activity level in Research and Development

B SEK bn ’

RESEARCH AND DEVELOPMENT f

ACTIVITIES

11.4 bn T .,_:,; 5,.,‘
470/7\ - ‘ * Finalize product renewal in H1 2014

* Review product portfolio

 Review the number of models & variants

 Improve efficiency in the R&D organization

o007 2008 2009 2010 2011 c0iz  co1z IR » Structural reduction of white-collar
employees and consultants

== Cash R&D esme R&D, as % of sales
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Decrease selling expenses following the product
launches

_ SELLING EXPENSES
N SEK bn, % '

26.1 bn _— " :
9.1% / 3 -

ACTIVITIES

* Integrated distribution network targeting
reduced wholesale selling expenses

 Reduce launch costs

« Structural reduction of white-collar
employees and consultants

2007 2008 2009 2010 2011 2012 2013

== Selling expenses e=m» Selling as % of sales
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Structural reduction of staff levels to reduce
administrative expenses further

7 ADMINISTRATIVE EXPENSES
..~" SEK bn’ % '
= ACTIVITIES
2.5% —
Nt” R

« Structural reduction of white-collar
employees and consultants

 IS/IT efficiency

T o07 | 2008 2008 2010 2011 2012 2013 | * Prioritization of IT-projects portfolio

== Administrative expenses e=ms Admin as % of sales
e ———————
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Structural reduction of white-collar
employees and consultants

e Manufacturing 800
e R&D and Purchasing 800
o Sales and Marketing EMEA 700

e Finance, HR & Admin staff 900

e Process and IT 1,200
Total 4 400

To be implemented mainly in 2014
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Increased efficiency in working capital management

CASH CONVERSION CYCLE
N DAYS

ACTIVITIES

» Sales and product planning process
optimization
29

» Phase-out of parallel production
Target: 20

» Spare parts logistics

2007 2008 2009 2010 2011 2012 2013

Receivables e |nventories
Payables e CCC-net
e e» o Target
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Focused investments in PPE - further reduced
iInvestments in Leasing & Intangibles

CAPITAL EXPENDITURES (
: :‘J;:‘ bn

IN FOCUS

* VVolvo Rents divested

* R&D Capitalization
* Prioritizing investments in PPE

2007 2008 2009 2010 2011 2012 2013

Fixed assets m Leasing 2o SR
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