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Driving prosperity
through transport and

infrastructure solutions

The Volvo Group drives prosperity through transport and infrastructure
solutions, offering trucks, buses, construction equipment, power
solutions for marine and industrial applications, financing and services
that increase our customers’ uptime and productivity.

Founded in 1927, the Volvo Group is committed to shaping the
future landscape of sustainable transport and infrastructure solutions.

The Volvo Group is headquartered in Gothenburg, Sweden, employs
102,000 people and serves customers in almost 190 markets. In 2022,
net sales amounted to SEK 473 billion (EUR 44.5 billion). Volvo
shares are listed on Nasdaqg Stockholm.

Shaping the world we want to live in

Every day the Volvo Group’s products deliver food and medicine,
take children to schools, power irrigation systems and construct
roads and buildings. The majority of the Volvo Group’s customers
are companies within the transportation or infrastructure industries.
The reliability and productivity of our products and services are a
key factor in their success and profitability.

Climate change, population growth and increasing urbanization
are shifting the landscape and expectations on transport and infra-
structure. In all our actions, we must consider how to reduce climate
impact, use the world’s resources more efficiently, and conduct
business more responsibly.

Together with our customers and supply chain partners, govern-
ments, societies and other stakeholders, we are moving quickly to
develop and introduce transport and infrastructure solutions that
aim to reach our sustainability targets.

Driving prosperity socially, environmentally and financially means
that we strive towards our vision of transport and infrastructure
solutions that are 100% fossil-free, 100% safe and 100% more
productive.

In this annual report, we will take a closer look at how we are
working towards achieving this.

= The Volvo Group’s formal financial reports are presented on pages 42-146, 204-206 and 212-214 and have been audited by

the company’s auditors.

| Sustainability information is integrated in the sections Strategy and Our Business on pages 6-19 and 21-30, and in Sustainability
Notes on pages 147-185, and has been subject to limited assurance by the Group’s auditors. For information on which pages

constitute the Volvo Group'’s Statutory Sustainability Report, please see page 42.
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il A global

Group ...

People — our most important asset

The Volvo Group’s 102,000 employees are our most important
asset. In the words of CEO Martin Lundstedt: “This company has
an incredible strength thanks to all the fantastic colleagues who
work here. People who are prepared to take responsibility for their
link in the chain but also for the big picture.”

Strong brands

The Volvo Group sells its products under the Volvo, Volvo Penta,
Rokbak, Renault Trucks, Prevost, Nova Bus, Mack and Arquus
brands. We also partner in alliances and joint ventures in SDLG,
Milence, Eicher, Dongfeng and cellcentric. By offering products
and services under different brands, we address many different
customer and market segments around the world.

Competitive products and leading technology

The Volvo Group’s products have been developed to contribute to
efficient transport and infrastructure solutions and to provide our
customers with reliable uptime. We drive the development of elec-
trified vehicles and machines as well as automated solutions for
the benefit of customers, society and the environment. Sales of
vehicles and machines build a population of products that requires
spare parts and services.

Partnerships and collaborations with leading companies
New technologies are developing at a faster pace than ever before.

Staying at the forefront is vital to be successful, and that is why
we work in collaborations and partnerships with other leading

NET SALES BY REVENUE TYPE

= Vehicles 76%
Services 20%
Financial Services 4%

Volvo Group is one of the world’s leading
manufacturers of trucks, buses, construction
equipment as well as marine and industrial
engines. The Group also provides complete
solutions for financing and service.

companies. We have a strategic alliance with Isuzu Motors. We
have partnered with Samsung SDI on batteries. We have estab-
lished cellcentric together with Daimler Truck to commercialize
fuel cell systems for heavy-duty vehicles and other use cases.
We work together with Aurora on autonomous vehicles. And we
are pioneering a European high-performance charging network
for heavy-duty trucks and coaches called Milence together with
Daimler Truck and Traton Group.

World-class services

In addition to vehicles and machines, our offering includes various
types of services such as financing, insurance, rentals, spare parts,
repairs, preventive maintenance, service agreements and assis-
tance services. The range and flexibility of the offering means that
solutions can be tailor-made for each customer to secure uptime
and productivity. The service business contributes to balancing
the fluctuations in the sales of new products and improving profit-
ability over the business cycle. Growing the service business is an
area of priority.

Strong positions globally

Thanks to competitive product programs, strong dealers with
extensive service networks and increasingly more complete offer-
ings, the Volvo Group has established leading positions globally.
These positions provide for economies of scale in product develop-
ment, production, purchasing and financial services.

NET SALES BY MARKET

= Europe 40%
North America 29%
South America 11%
Asia 14%
Africa and Oceania 6%
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... With strong positions

The Volvo Group’s total market shares in heavy-duty trucks

. Europe Europe
North America Total Electric

16.2% 27.8% J \ 55.8%

Brazil

24.6% South Africa
1 6% Australia
w 22.0%

'2‘
/
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Volvo Group in 2022

+ Strong growth in both vehicle and * Earnings per share of SEK 16.09 (16.12).
service sales — net sales increased

* Good operating cash flow in the
by 29% to SEK 473.5 billion.

Industrial Operations of SEK 35.3
« Continued good profitability despite billion (29.4).

supply chain challenges — adjusted ¢ Return on capital employed in the

operating income increased to SEK Industrial Operations of 27.4% (25.3).
50,467 M (41,015), excluding a negative

impact from provisioning of assets related ~ * Migh pace in the transformation

to Russia in an amount of SEK 4,125 M with a rapid expansion of the offer
and SEK 630 M relating to costs for claims of electric vehicles and machines.
arising from the European Commission’s  Series-production of heavy-duty,
2016 antitrust settlement decision. 44 -tonne electric trucks started.

For more information, please see Legal

. _ » The Board of Directors proposes
Proceedings in Note 24.

an ordinary dividend of SEK 7.00

* Reported operating income amounted per share and an extra dividend of

to SEK 45,712 M (43,074). SEK 7.00 per share.
KEY RATIOS 2022 2021
Net sales, SEK M 473,479 372,216

Net sales excluding UD Trucks', SEK M 473,479 366,778
Adjusted operating income? SEK M 50,467 41,015
Adjusted operating margin, % 10.7 11.0
Operating income, SEK M 45,712 43,074
Operating margin, % 9.7 11.6
Income after financial items, SEK M 45,077 43,190
Income for the period, SEK M 32,969 33,243
Earnings per share, SEK 16.09 16.12
Dividend, SEK per share 14.00° 13.00
Operating cash flow, Industrial Operations, SEK M 35,327 29,440
Net financial position excl. provisions for post-employment benefits and lease liabilities, Industrial Operations, SEK bn 73.9 66.2
Return on capital employed, Industrial Operations, % 27.4 25.3
Return on equity, Financial Services, % -0.3 18.0
Return on equity excluding impacts related to Russia, Financial Services, % 15.1 18.0
Return on shareholders’ equity, Volvo Group, % 20.7 23.4
Total number of employees 102,155 95,850
Share of women, % 22 21
Share of women, presidents and other senior executives, % 28 27
Energy use per net sales, Industrial Operations, MWh/SEK M 5.1 6.8
Total CO2 emissions per net sales, Industrial Operations, tons/SEK M (scope 1 & 2) 0.7 1.0
Share of direct material purchasing spend from suppliers having made a CSR self-assessment, % 89 97

1 UD Trucks was divested on April 1, 2021.

2 For more information on adjusted operating income, please see Key Ratios on page 212.

3 Proposed by the Board of Directors to the Annual General Meeting 2023. SEK 7.00 per share in ordinary dividend and SEK 7.00 per share in extra dividend.
4 Paid out in July 2021.

Unless otherwise stated, all comparisons refer to the same period or the same date of the preceding year.
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Volvo Group

Net sales, SEK bn Adjusted operating Return on capital Operating cash flow Net financial position
income’ and Adjusted employed Industrial Industrial Operations, excl. post-employment
operating margin Operations, % SEK bn benefits and lease

Operating income liabilities Industrial
) .
SEK bn Operations, SEK bn
mm Operating margin, %
10.7
0 < p L)
& : D
5 X " d
18 19 20 21 p¥ 18 19 20 21 18 19 20 21 p¥ 18 19 20 21 p¥ 18 19 20 21 p¥ Year
Segments Share of Adjusted Adjusted
Net sales, Group operating income, operating
SEKM net sales, % SEKM margin, %
— —
TRUCKS
Volvo Trucks, Renault Trucks, Mack
Trucks, Volvo Autonomous Solutions,
Volvo Energy, VE Commercial 310,536 33,821 10.9
Vehicles (45.6% ownership), Dong-
feng Commercial Vehicles (45%), cell-
centric (50%) and Milence (33%).
CONSTRUCTION EQUIPMENT
Volvo Construction Equipment 100,261 13,244 13.2
and Lingong (70%).
BUSES
Volvo Buses and Prevost. 18,583 o 353 1.9

VOLVO PENTA

Engines and power systems for 18,102 o 2530 14.0
marine and industrial applications. ’ ’

FINANCIAL SERVICES
Provides financial services to 17,355 o 3,416 N/A

customers and dealers.

GROUP FUNCTIONS & OTHER

Nova Bus, Arquus and common 16.376 ® _2 911 N/A
business support functions. ' ’

More information on the Volvo Group’s segments and how they are reported can be found in Note 6 to the Financial Statements.
1 For more information on adjusted operating income, please see Key Ratios on page 212.

2 Including Group eliminations.
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n 2022, the Volvo Group delivered strong growth as well as
good profitability and cash flow. We increased our net sales
by over SEK 100 billion to SEK 473.5 billion and our
adjusted operating income rose to SEK 50.5 billion (41.0),
with an adjusted operating margin of 10.7% (11.0). Several
transformation milestones to decarbonize the transport system
were also passed. This transition is not only vital for a sustainable
future, it also delivers on our customers’ commitments to reduce
their CO, emissions and it drives growth for the Volvo Group.

Transport and infrastructure vital for sustainable growth

The transport and infrastructure industries are vital parts in driving
sustainable growth. Our customers use our products and services
to move goods and materials, help people get to work or school
and build and maintain the infrastructure we all rely on every day.
We drive prosperity, in advanced economies and developing coun-
tries, across the globe and around the clock.

With a growing world population, an ongoing urbanization and
growing e-commerce, demand for transport and infrastructure will
continue to increase. We will meet this demand with solutions that
are considerably more sustainable, productive and safer than today.
We have already started on this journey together with a growing
number of customers, and the shift to a decarbonized transport
system is a unique growth opportunity for us as a Group, while
at the same time enabling us to have a positive impact on our
customers’ businesses and society.

While the long-term growth trend is clear, short-term demand
for our products will naturally continue to fluctuate with the busi-
ness cycle. Following the economic rebound after the covid-19
pandemic, our customers have continued to operate with high
activity levels. In 2022, this translated into strong demand for both
products and services. At the same time, the supply of critical
components was a limiting factor.

In this situation, with disruptions, unpredictability and the
almost unthinkable scenario of war in Europe becoming a tragic
reality, it has been fantastic to see how colleagues across the
Group have taken responsibility, supported each other and worked
together with our supply partners and in dialogue with our cus-
tomers to try to deliver on our promises despite all challenges. Our
organizations, teams and colleagues are empowered to take deci-
sions, and they have responded by finding new, faster, and more
agile ways of working. | would like to thank all colleagues and busi-
ness partners in the extended Volvo Group family for their hard
work, dedication, and outstanding professionalism. Succeeding in
this industry is all about people, and our people are truly fantastic.

Good growth in all business areas

Throughout the year, we focused on flexibility to be able to
respond quickly to changes in demand. Costs related to energy,
materials and supply chain disruptions increased at a high pace
and we worked proactively to compensate for these effects.
Despite the challenges in the supply chain, our truck business
delivered 232,558 vehicles which was an increase of 15% com-
pared with 2021 and an all-time-high. Our brands captured the
good demand for both new and used trucks as well as for spare
parts and services, resulting in net sales in the truck business of
SEK 310.5 billion, for the first time above SEK 300 billion. Trucks

maintained a good adjusted operating margin of 10.9% (11.1).
Thanks to our strong product and service offer and our ability to
deliver trucks, we continued to gain market shares in most regions.

Construction activity was high in Volvo Construction Equip-
ment’s (Volvo CE) key markets in Europe and North America,
while demand in China continued to be weak. Towards the end of
the year, interest rate increases made customers in some markets
more cautious about the near-term future. In the longer term,
there is a need to renew and expand an aging infrastructure in
many countries across the world, and the investments needed to
drive the green transformation in society is also a big opportunity.
Volvo CE increased net sales by 9% to SEK 100.3 billion, for the
first time above SEK 100 billion, and maintained a good adjusted
operating margin of 13.2% (13.3). We continued the rollout of
electric machines and moved up to the 20-ton class with the
EC230 Electric excavator. In the latest step on the path towards
net-zero, Volvo CE became the first manufacturer to deliver a con-
struction machine — an A30G articulated hauler — built using fos-
sil-free steel to a customer.

Volvo Buses net sales increased by 36% to SEK 18.6 billion,
which was an improvement from low levels as demand for trans-
port and services began to increase as societies opened up after
covid-19. Profitability improved, but the adjusted operating margin
0f 1.9% (0.4) was still low and continues to be a focus area. On
the city bus side of the business, the transition to electric buses
continued to accelerate.

Volvo Penta’s sales of both engines and services grew, with net
sales increasing by 25% to SEK 18.1 billion. The adjusted operat-
ing margin amounted to 14.0% (14.5). Electrification projects for
both marine and industrial applications are gaining momentum.

“In 2022, we delivered
solid profitability,
good return to our
shareholders and
accelerated our
transformation in yet
another challenging
year with geopolitical
turmoil, supply chain
constraints and high
inflationary pressure.”
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... accelerated
transformation

In May, Arctic tourism operator Hurtigruten Svalbard started oper-
ations with a vessel powered by a hybrid electric solution from
Volvo Penta in one of the world’s most extreme maritime environ-
ments.

The high activity level at many of our customers was also
reflected in low credit provisions in our customer-financing busi-
ness, Volvo Financial Services. The adjusted operating income
increased to SEK 3,416 M (3,279) and return on equity was 15.1%
(18.0), excluding a negative effect from provisioning of assets
related to Russia.

In addition to delivering good profitability and a return on capital
employed in the Industrial Operations that increased to 27.4%
(25.3), we also generated a strong operating cash flow of SEK
35.3 billion (29.4). We ended the year with a net cash position
of SEK 73.9 billion in the Industrial Operations, pension and lease
liabilities excluded. Our strong finances mean that we can con-
tinue to provide a good return to our shareholders and at the

same time invest in the transformation of our industries. The
Board of Directors proposes an ordinary dividend of SEK 7.00
per share and an extra dividend of SEK 7.00 per share.

Good performance a platform for the transformation

Our good performance provides the platform for transformation.
And we transform today to continue to perform tomorrow. In
2022, we saw an exponential increase in the number of compa-
nies that have committed to ambitious targets for reduction

of greenhouse gas emissions. As they embark on their journey
towards net-zero, many companies find that transports make up
a substantial part of their CO, footprint. This creates a positive
pressure for change in the value chains and provides us with an
opportunity to grow. Acting as advisors and solution providers,
we work together with our customers — and sometimes with their
customers — to help them decarbonize their transport systems.
The shift is happening now and it is accelerating.

“I would like to thank
all colleagues and
business partners in
the extended Volvo
Group family for their
hard work, dedication,
and outstanding
professionalism.
Succeeding in this
industry is all about
people, and our people
are truly fantastic.”
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We were early out in the transformation, starting with electric
city buses more than 10 years ago. Since then, we have step-by-
step introduced electric offerings across product segments in all
business areas, from compact excavators and wheel loaders to
electric drivelines for industrial and marine applications, and trucks
for waste collection, city distribution and regional haulage. In
2022, we passed yet another important milestone with the start
of series production of heavy-duty electric Volvo trucks in the Tuve
plant, in Gothenburg. These trucks are designed for city-to-city
haulage, regional assignments and urban construction. They have
gross combination weights of up to 44 tonnes, power of up to
490 kW/666 hp, and operating ranges of up to 300 km depend-
ing on application. We are producing them on the same lines
where we assemble our fuel-efficient conventional trucks. This
enables us to utilize our existing industrial footprint, and to build
on the vast experience and knowledge of our colleagues within
operations, also for electric trucks. This year, Renault Trucks will
follow, complementing their successful electric light- and medi-
um-duty trucks with a heavy-duty electric offering for regional
transport and construction.

A great opportunity for the Group

The transformation to electric products goes hand in hand with
our strategy to offer our customers complete solutions that bring
both value and peace of mind. It is about truly understanding our
customers’ business and providing a complete package with
equipment, financing, service contracts, insurance, uptime and
productivity services — and in the case of electric solutions also
charging capabilities and battery optimization. This is a great
opportunity for us to deepen our engagement with our customers’
business and to build true partnerships over time.

The transformation will also lead to increased revenues for the
Volvo Group with the main driver being the higher value of the
electric vehicles and machines. Today, electric trucks, buses and
construction machines are part of our core business and | am very
proud that we have earned the trust of companies like Maersk,
DFDS, Carlsberg, Coca-Cola and Amazon. We have leading posi-
tions in electric trucks in Europe and North America, with esti-
mated market shares of over 50% albeit based on small volumes.

The Volvo Group has been instrumental in creating a market for
electric trucks and construction equipment that did not exist only
a few years ago. And to accelerate the rate of change even further,
we are working with partners in a number of key areas, ranging
from our strategic alliance with the Isuzu Motors to cellcentric

— our joint venture with Daimler Truck on fuel cells. When it comes
to charging infrastructure, the partnership with both Daimler Truck
and the Traton Group in the newly formed company Milence

will set an example with the establishment of at least 1,700
high-performance charging points for trucks and buses along
public roads in Europe.

Batteries are crucial for the electrification journey. In 2022,
we continued to increase our engagement upstream in the value
chain. We are already assembling battery modules into battery
packs in-house and we will in the future take further steps in
the value chain with the start of production of battery modules.
Furthermore, we have started the process to establish battery
cell production in Mariestad, Sweden.

Ambition to be at the forefront

Our ambition is to be at the forefront, to lead this transformation
and to run a responsible business. Already today, a large part of
our R&D activities are related to low- and zero-emission technol-
ogy and it will continue to grow. We have set climate targets that
are in line with what the latest climate science deems necessary
to keep global warming at a maximum 1.5° C, and our pathway
to reach the goals of the Paris Climate Agreement have been vali-
dated by the Science Based Targets initiative. And we have further
strengthened our work with the principles of the UN Global Com-
pact regarding climate, resources and people.

In 2022, we delivered solid profitability, good return to our
shareholders and accelerated our transformation in yet another
challenging year with geopolitical turmoil, supply chain constraints
and high inflationary pressure. We have a strong foundation in
terms of our strong financial position, customer relations, indus-
trial backbone, technology, products and services and — most
importantly — people. These qualities and capabilities will be
equally important as we move forward, working together with
our customers and partners — shaping the world we want to live in.

V7%

Martin Lundstedt
President and CEO
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Our mission
— driving
prosperity

We continuously develop our products and services to create
value for our customers and contribute to sustainable societies
and the well-being and safety of people. By doing so, we also
provide value for our shareholders.

Creating customer value and showing the way forward

We aspire to having leading customer satisfaction for all brands in
their segments; to be the most admired employer in the industry
and to have industry-leading profitability. The Group’s values,

"

MISSION

- Driving prosperity through
transport and infrastructure solutions

Be the most desired and successful transport
and infrastructure solution provider in the world

Every company exists for a reason — it has a
purpose. Our purpose and our solutions to global
challenges are driven by our mission to drive
prosperity through transport and infrastructure
solutions, and our vision to be the most desired
and successful transport and infrastructure
solution provider in the world.

Customer success, Trust, Passion, Change and Performance,
serve as a guide to our day-to-day behavior and drive decisions on all
levels of the organization. Our Code of Conduct outlines how we do
business in the Volvo Group: ethically and in compliance with the law.

The foundation of our strategy is to create value by supporting
our customers’ profitability. There are many paths to pursue to
take on opportunities and challenges and our seven strategic
priorities focus on areas with large benefits for both customers
and Volvo Group.

ISION

Be the most admired
employer in our industry

Have industry
leading profitability

ASPIRATIONS
Have leading customer satisfaction
for all brands in their segments

VALUES

Customer success | Trust | Passion | Change | Performance

We earn business
fairly and lawfully

We safeguard company
information and assets

CODE OF CONDUCT

We respect and care
for one another

We communicate
transparently and responsibly

We separate personal interests
from business activities
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Seven strategic
priorities

In addition to the mission, vision, aspirations, values and Code of
Conduct we have decided on seven strategic priorities for the

Volvo Group to capture growth opportunities and improve under-
lying performance. The strategic priorities will guide our decision

To be successful, the key is to create value for
our customers by improving their bottom-line
profitability. By understanding our customer’s
needs, priorities and challenges, we can provide
products and services that grow customers’
revenues and decrease customers’ cost. This

is the foundation of our strategy.

making and result in action — but should not be seen as a detailed
action plan. The order in which the priorities are presented does
not reflect relative importance.

Creating value by supporting customer profitability

Transform the Volvo Group to become a leading end-

1 to-end integrator and offer easy-to-integrate prod-
ucts and services through strong brands. An over-
view of our strong position in the world market can be
found on page 3. Read more about our business model
and how we create value for customers and through the
entire value chain starting on page 22.

verticals offering a portfolio of tailor-made solutions.
Service sales including Financial Services rose by 22%
in 2022 and accounted for 24% of the Group’s sales.

2 Grow the service business and target selected industry

vice portfolio with the right quality, leveraging new
and well-known technologies, CAST, partnerships,
and digital innovation — accelerating electromobility
solutions. Read more about our modular CAST system
on page 18 and about our partnerships on page 28.
More information about the roll-out of electric trucks
and machines and our journey towards fossil-free trans-
port and infrastructure solutions starts on page 30.

3 Secure a desirable and sustainable product and ser-

Grow in Asia and the US: In Asia through JVs, alliances
4 and by strengthening the Volvo Group footprint in

China. In the US by significantly improving the Group’s
market position. We have a strategic alliance with Isuzu
Motors (page 28) and own 45% in Chinese Dongfeng
Commercial Vehicles. In the US, we are rolling out electric
trucks and more and more customers are coming on board
for the journey (page 33). Information on the development
in North America is also available starting on page 54.

Develop robust profitability throughout the decentral-

5 ized regional value chains by leveraging global scale,
digitalization, a purpose-fit footprint and continuous
improvement using the Volvo Production System.
Read more about how we drive synergies by having the
same truck platform and manufacturing the trucks in
the same factory regardless of driveline on page 18.

businesses and develop competencies and capabili-
ties needed. We have together with Daimler Truck

a joint venture in fuel cells, cellcentric, (page 34) and
together with Daimler Truck and the Traton Group

we will install and operate a high-performance public
charging network for battery-powered heavy-duty
long-haul trucks and long-distance buses across
Europe called Milence (page 35).

6 Selectively capture, accelerate and scale-up new

ing where all colleagues are empowered to take

7 Reinforce value-based leadership and ways of work-
action and are accountable for the results. Read

more about how some of our employees work in differ-
ent parts of the value chain on page 24 and more about
employee development on page 163.
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Moving towards
a decarbonized
future ...

It is our long-term ambition to offer solutions that are 100% safe,
100% fossil-free and 100% more productive. Safe because we
cannot accept a situation where, every year, people are killed and
injured on roads and job sites. Approximately 1.3 million people die
in traffic accidents alone, according to the World Health Organiza-
tion. Fossil-free because climate change is the challenge of our
generation. More productive because that will help us meet the
growing demand for transport while staying within the natural
boundaries of what our planet can sustain.

Rapid shift in the transportation industry

The transportation industry has an important role to play in the
decarbonization of society, and the shift towards electrification
is taking place here and now, with the pace of change increasing.

Just as the Volvo Group has set ambitious targets on green-
house gas emission reductions in line with the Paris Agreement
approved by the Science Based Targets initiative (SBTi), many of
our customers and their customers are also committing to their
own sustainability goals. This is driving them to phase out vehicles
and machines running on fossil fuels and replace them with electric
products. In 2015, there were 116 companies taking action with
the SBTi. By the end of 2022, that number had grown to more
than 4,200.

More and more companies are taking their first steps on this
journey together with the Volvo Group. Our electric vehicles and
machines, based on well-proven technology within the Volvo
Group, are serving in real operations. The electrified transport

TAKING ACTION WITH SCIENCE-BASED TARGETS

Companies taking action

with SBTi on climate
change mitigation.

4,200
116

2015

2022 2025

The transport of people and goods are essential for
economic and social development. With a growing
global population, urbanization and e-commerce,
demand for transportation and infrastructure is
expected to continue to increase. We need to meet
this demand with products and services that are
considerably more sustainable than those of today.

and infrastructure solutions are helping transport operators and
customers in the construction sector to significantly reduce emis-
sions and noise.

Already today, electric trucks and construction machines are
viable options from a total cost of ownership perspective in certain
segments in some markets. This transformation will continue to
develop segment by segment and region by region, with demand
for electric trucks and machines expected to increase. This is
exemplified by the illustration below with the expected develop-
ment for trucks.

With improvements in battery and hydrogen fuel cell technology
and the fast development of charging networks, the Volvo Group
is convinced that there will be a transformation of the entire trans-
port and infrastructure industries in the near future.

EXPECTED TRANSFORMATION TO ELECTRIC TRUCKS

Electrification will happen

segment by segment and
region by region.

Distribution
Waste
Regional

Construction
Total

EV market

Long haul




VOLVO GROUP 2022 @ STRATEGY

... creates the
opportunity
of a lifetime

For the Volvo Group, the transition to a fossil-free society brings a
deeper, broader, and more long-term engagement in our customers’
business, and a significant opportunity for growth.

The Volvo Group estimates that there is a potential to increase
the revenues by more than 50% over the lifecycle when compar-
ing an electric vehicle to a conventional version. This is primarily
based on the increased sales value of an electric vehicle but also
on increased revenues from autonomous solutions, new digital
services and services connected to energy solutions. Other factors
expected to drive growth are increased service contract penetra-
tion and an increase in the duration of the contracts.

The Volvo Group started series production of electric trucks up to
27 tons already in 2019 and has established leading market shares
both in Europe and North America. In September 2022, Volvo
Trucks started series production of heavy electric 44-tonne trucks.
With the addition of electric versions of its most important product
range, the Volvo FH, Volvo FM, and Volvo FMX, Volvo Trucks has six
electric truck models in series production.

Furthermore, in early October we announced that Renault Trucks

would open for pre-orders of heavy electric trucks for regional
transport and urban construction. Production will start at the end
of 2023. Read more on page 31and 32.

In 2022, Volvo Trucks had a market share of 31.6% in heavy-
duty electric trucks in Europe and Renault Trucks had a market
share of 24.2%. Also in North America, Volvo Trucks and Mack

The shift to electric equipment drives system
thinking, where the truck or machine is only one
part of a total solution encompassing charging
infrastructure, battery optimization, maintenance,
financing and other value-adding services.

Trucks have a strong position in heavy-duty electric trucks with a
combined market share of over 50%, according to our assessment.
However, it must be emphasized that the volumes are still small.

With a continued global roll-out of electric machines across
markets in Europe, North America and Asia in 2022, Volvo Con-
struction Equipment supports the journey towards emission-free
job sites in a growing number of markets.

Autonomous solutions tapping into new revenue pools

We also believe that autonomous solutions has the potential to
bring a wide range of benefits to society. The introduction of self-
driving vehicles and machines opens the way to transport systems
that have a significantly reduced impact on the climate, are more
productive, more energy efficient and safer. Since 2020, the Volvo
Group has a business area focused on developing and commercial-
izing industrial autonomous transport solutions: Volvo Autono-
mous Solutions.

Although autonomous solutions are in relatively early phases,
we believe that they may offer a significant growth opportunity for
the Volvo Group as they tap into substantial revenue pools that
have not previously been addressed. Instead of selling a truck or
machine, we can provide customers with complete transport sys-
tems, driving productivity for them and revenues for the Group.
Read more about autonomous solutions on page 37.

GEARED FOR GROWTH

Clear opportunity

« Capturing industry growth Sales
Untapped service potential 8
Electric vehicles and machines CAER Y
— higher sales value

— increased market shares
— increased service contract
penetration and duration
* Autonomous solutions
Energy services =3%

Digital services last ten years

Ambition for
tomorrow

Yesterday

Today

>10% Operating margin
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The Volvo
Group’s journey
continues

Since the divestment of Volvo Cars in 1999, the Volvo Group is
focused on commercial vehicles. From 1999 until 2011, the
Group's strategy primarily targeted growth, not least through
acquisitions.

From 2012 to 2015 the Volvo Group underwent a restructuring
program aimed at reorganizing the company to take out overlaps,
reduce structural costs and increase efficiency and profitability
after the period of acquisition-driven growth. During this period,
there was one major acquisition —45% of Dongfeng Commercial
Vehicles in China in 2015.

The period between 2016 and 2018 was characterized by a
reinforcement of the performance culture with a more decentral-
ized organization and a regionalized value chain approach.

In 2019, the Group’s performance had improved significantly
and the importance of accelerating the transition towards more
sustainable products and operations was manifested when Trans-
form was added. A further strengthening of the customer focus
and continuous performance improvements continue to be import-
ant parts of Perform and Transform, which are not sequential
events, but are run in parallel. To stay relevant and profitable,
driving both current business performance and the transformation
to meet future demands are our key focus areas.

Over the last decade, the Volvo Group has established an indus-
try-leading level of profitability and is now taking the next step on
its strategic journey. Growth is expected to accelerate with the
main driver being the higher value of electric vehicles and machines.

19902011 >4 2012-2015_______ Dg 2016-2018 g 2019- g

ACQUISITION-DRIVEN GROWTH
Scale, synergies and geographical
expansion.

CLOSING

THE GAP
Product renewal,
restructuring
MAJOR ACQUISITIONS and cost efficiency.

2001 Renault Trucks and Mack Trucks

2007 Nissan Diesel (UD Trucks)

2007 70% of Lingong (SDLG)

2007 Ingersoll Rand Road Development

2008 VECV (joint venture with Eicher)

The Volvo Group's strategy is a continuation
of a journey the Group has been on for the
last two decades.

The continuous streamlining of the Group’s business portfolio
has also involved the divestment of e.g. Volvo Aero (2012), Volvo
Rents (2014), 75.1% of Wireless Car (2019) and UD Trucks (2021).

Improved performance

Everyday performance is the foundation for our business, here and
now, as well as in the future. We need to be agile and flexible in
terms of production volumes, use our common architecture and
shared technology (CAST, see page 18) wherever appropriate, and
in having continuous introductions instead of major launch projects.

Our quality work is crucial in achieving customer satisfaction
and the work of regionalizing our value chain is necessary to
secure access to key components and give our people the right
prerequisites to support our customers with short lead times.

The performance of the Volvo Group has improved substantially
during the last few years. Our focus has been on gradual and con-
sistent earnings improvement, reduced volatility in earnings and
cash flow, as well as allocating capital in a disciplined way. We
have great assets in our people, products, and services, as well as
production sites, well-established dealer networks and customer
relations. We have strong finances and are in a good position to be
able to invest further in new technologies. Our aim is to excel on
the basics as well as building resilience.

Building resilience is key to our long-term profitability. There
are close to 3 million trucks, buses, and machines, produced by
the Volvo Group in the last ten years, operating on or off-road.

IMPROVED
PERFORMANCE
Customer focus,
simplicity, speed,
continuous
improvement and
organic growth.

PERFORM AND
TRANSFORM
Customer-centricity,
continuous perfor-
mance improvement,
accelerate solutions
and partnerships

for sustainability.
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Of those, almost 1.4 million are connected. With this as a base we
can extend our service offer and increase the uptime to the benefit
of our customers. A stronger service relation and growing service

business also improve our resilience throughout the business cycle.

Transform to provide value

The need for transportation is increasing as are the investments in
infrastructure, and the drivers of transformation within our indus-
tries are clear. We transform our business to provide even greater
value to our customers and respond to the need for transport and
infrastructure solutions that are safe, fossil-free and more productive.

Today’s trucks and construction machines are not used to their
full capacity due to e.g. congestion, insufficient route planning and
low fill rates. However, with current infrastructure, a fully-loaded
truck operating on diesel is one of the most energy-efficient ways
of transporting goods on our roads. The same is true for construc-
tion equipment. Our view though is that battery-electric and fuel
cell-electric vehicles and machines as well as products with inter-
nal combustion engines running on different types of renewable
fuels are the future. These offers will be further developed to meet
upcoming stringent CO, regulations and our customers’ increased
demand for sustainable alternatives.

When it comes to safety aspects, it is a fact that people die in
traffic and human error is by far the main reason. It is also a fact
that people and goods spend a lot of time in congestion. Our daily
life pattern and non-optimized infrastructure and logistics models
result both in temporary congestions and at other times heavily
unutilized road networks. In the last couple of years we have con-
tinuously invested in new business models and new technologies
to be able to offer safer, more sustainable and more productive
solutions to our customers, with Volvo Autonomous Solutions and
Volvo Energy as two examples.

The Volvo Group has a good market position in electric vehicles
and machines and the focus is on accelerating the commercializa-
tion of new technologies and business models to get traction and
impact. This is when the real change happens.

IMPROVED THROUGH-CYCLE EARNINGS RESILIENCE

Profitability has improved in recent
years. In 2022, the adjusted oper-
ating margin amounted to 10.7%
(11.0). In 2018—-2022 the average
adjusted operating margin was

0,
10.3%. 18 19 20 21 Year

41 48 29 41 50O
o 1 8 M n

Adjusted operating income, SEK bn
Adjusted operating margin, %

STRONG FINANCIAL POSITION

The Group’s financial position

is strong with a net cash position
in the Industrial Operations of
SEK 73.9 billion excluding post-
employment benefits and lease

liabilities at year-end 2022.
18 19 20 21 Year

43 62 75 66 74

Net financial position
Industrial Operations, SEK bn

GOOD SHAREHOLDER RETURNS

In the calendar years 2018-2022,
AB Volvo distributed SEK 109
billion to the shareholders with a
dividend yield of 7-11% each year,
except the pandemic year of 2020.
The extra dividend in 2021 included B . . E
SEK 9.50 relating to the distribu- 18 EENCH 20 j§ 21 Year
tion of the proceeds from the sale 5
of UD Trucks. 2022 is according to 5
the Board’s proposal. 9
Extra dividend, SEK/share
Il Ordinary dividend, SEK/share
Dividend yield, %

DELIVERING ON OUR FINANCIAL AMBITIONS AND STRATEGIC DIRECTION

Continuous
Gradual and Reduced Discipline investments in ‘
consistant volatility in in ca;pgita| new business Transflormtqnon
earnings earnings and allocation/ models by inno- clelels erathmg
improvement cash flow investments vation and new grow
technol-
N o o ogies

Over the last decade, the Volvo Group has established an industry-leading level of profitability and is now taking the next step on its
strategic journey. Growth is expected to accelerate with the main driver being the higher value of electric vehicles and machines.
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Transforming towards decarbonization

The Volvo Group has committed to the Science-Based Targets ini-
tiative (SBTI) call for action campaign Business Ambition for 1.5°C.
The campaign requires greenhouse gas emissions to be net-zero
across the Group’s value chain by 2050 at the very latest, but our
target is to reach this already by 2040 in order to help our customers
to reach net-zero by 2050. The Group’s targets were validated by
the SBTiin June 2021.

The expected economic life of the Volvo Group’s products is
about ten years. What we offer to the market in 2040 will thus still
be in use until 2050, and therefore the ambition is that all Volvo
Group products delivered from 2040 should avoid fossil fuel GHG
emissions. We expect the shift into battery-electric vehicles, fuel
cell-electric vehicles and vehicles with internal combustion
engines running on biofuels to be gradual.

Our ambition is that by 2030, electric vehicles should account
for at least 35% of our vehicle sales globally. Even when most of
the vehicles are electric, we foresee use cases for internal com-
bustion engines (ICE) running on sustainable biofuels or other
fossil-free fuels in some markets. We base the product plan and
therefore our research and development on these basic prerequi-
sites. We have the competence and the financial resources
required to invest in several different techniques.

On the road towards decarbonized transport, there will be legis-
lative milestones when it comes to CO, across the globe. We
therefore continue to invest in combustion engines and aftertreat-
ment systems to increase fuel efficiency, meet the legislative mile-
stones and stay competitive.

On our pathway to net-zero we set strategies to reduce emis-
sion in all relevant scopes. According to our latest emission inven-
tory, the use of our products make up approximately 95% of GHG
emissions from the product lifecycle. Hence, this is where we
emphasize our work and find most opportunities. Individual targets
are set for our operating segments — Trucks, Buses, Construction
Equipment and Volvo Penta.

THE GROUP’S PATH TO DECARBONIZATION

Volvo Group’s ambition is to reach
net-zero GHG emissions by 2040.
This will enable our customers to
have net-zero rolling fleets by mid-
century as it takes approximately
ten years to renew a rolling fleet.
The Volvo Group has a three-
pronged approach to the decarbon-
ization of the product offer and
customers’ fleets of vehicles and
machines:
 Battery-electric
*» Fuel cell-electric
* Internal combustion engines
running on lower carbon fuels.

Share

of new
vehicles
Internal

Combustion
Engine

2020

Fossil-based energy

In our work we focus on three main technologies:

» More efficient combustion technology in combination with lower
carbon fuels. This is key to reduce emissions in rolling fleets here
and now.

* Rapid introduction of battery electric technology to enable zero
tailpipe emissions. The bus segment has been at the forefront
of this rollout, medium-duty and heavy-duty trucks are in series
production and followed by Construction Equipment and Volvo
Penta. The main volumes of fully electric vehicles and its associ-
ated GHG emissions reduction of the rolling fleets are expected
to be seen at the second half of this decade.

» Development of fuel cell technology for heavy transports. This
will enable zero tailpipe emissions for transport segments where
battery electric solutions are not suitable. The ambition is to
offer fuel cell-electric vehicles in the latter part of this decade.

The increasing pace in the transformation is already evident in the
Volvo Group’s deliveries and order intake. In 2022, the Group’s deliv-
eries of electric trucks increased by 226%, albeit from low volumes.
At the same time, order intake for electric trucks increased by 242%.
The share of research and development expenses targeted at
low-carbon solutions were 26%.

This transition is associated with a range of risks and opportuni-
ties. Investments in research and development will increase in the
transition phase as we accelerate to help customers switch to low
emission. Over time the investments into combustion technology
are expected to decrease. Investments in property, plant and
equipment will increase in connection with the Group building up
capacity for battery-electric and fuel cell-electric vehicles. How-
ever, thanks to the Group’s modular product architecture (CAST,
read more on page 18) both electric trucks and trucks with com-
bustion engines can be produced on the same assembly lines, thus
limiting the investments needed for this transition in the industrial
system. The Group also invests in joint ventures and partners with
strategic suppliers to accelerate the transition.

Read more about this scenario and climate-related risks and
opportunities on page 150.

At least

35% Volvo Group Customers’
" net-zero value )
electric N rolling fleets
: chain GHG
vehicles emissions net-zero
2030

Battery

Fuel cell

BioLNG
HVO, electrofuels, hydrogen etc.

2030

2040 2050

Fossil-free energy
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Our commitment to achieving
development without exceeding the
planetary boundaries connects to many
of the 17 the UN’s Sustainable
Development Goals.

2030

One global agenda drives development

The Sustainable Development Goals (SDGs) were set in 2015 by
the United Nations General Assembly and signed by all member
states and the SDGs are therefore referred to as one global
agenda for 2030. This global agenda impacts the technological
and regulatory development as well as expectations from cus-
tomers, investors, employees and other stakeholders where we
operate. Our commitment to achieving social and economic

GOOD HEALTH 10 5 13 B
AND WELL-BEING En AGTION

4

DECENT WORK AND
ECONOMIC GROWTH

== 1=
=
M|

"
== "2 THEGLOBALGOALS

development without exceeding the planetary boundaries spans
across many of the SDGs. Several topics, such as equality and
fighting corruption are universal. Beyond these responsibilities,
we identify closer connections and impacts from our business
and operations in a number of goals. Read more about our activi-
ties and the most impactful connections to the SDGs in the
Sustainability Notes on pages 147-185.
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Existing
industrial
footprint and
competence
are great
assets

CAST - the Volvo Group’s modular system

The Volvo Group and its partners can benefit from the Group’s
modular platform Common Architecture & Shared Technology
(CAST). The ambition with CAST is to develop a competitive set
of modular products and services that are easy to integrate, meet
future legal, market and society needs, as well as meeting cus-
tomer expectations.

The CAST system is modular, scalable and cost-efficient. We
secure an aggregated view on needed common architecture and
platform solutions, consolidate and support activities on new
enabling technology development and strive for continuous devel-
opment of standardized interfaces for both hardware and software.

Through well-defined performance steps and continuous reduc-

tion of complexity, the CAST ecosystem supports our different
brand strategies across disruptive technology trends while captur-
ing synergies for the Volvo Group and its joint ventures and alli-

ance partners.

COMMON ARCHITECTURE & SHARED TECHNOLOGY

_
P AN

The Volvo Group’s

modular platform.

CAST L
o Common
Cons.trUCtlon Architecture Buses
equipment Shared

Technology

Joint ventures

Volvo Penta >
and alliances

In the shift to electric vehicles and autonomous
transports, the Volvo Group’s modular vehicle
architectures will continue to serve the Group well.
They create flexibility as well as cost and capital
efficiencies in research and development and in
the industrial system as we go through the
transformation.

Trucks with different drivelines on same assembly line

The Volvo Group’s modular vehicle architecture creates advantages
in both the development and manufacturing phase. For example,
the architecture allows us to put either an internal combustion
engine or an electric driveline in the same truck chassis. In this way,
we can reduce time and costs in the development phase and bring
new offers to the market faster. In addition, we can manufacture
the different variants on the same assembly line in existing plants,
leveraging our skilled workforce and invested capital, which again
reduces cost and enables us to scale up volumes quickly when
required.

Increased depth of engagement in the battery value chain

In May 2022, Volvo Group opened its very first battery pack assem-
bly plant. Located in Ghent, Belgium, the plant supplies ready-to-
install batteries for Volvo Trucks’ full electric heavy-duty trucks.

In the new battery plant, cells and modules from Samsung SDI

are assembled into battery packs that are tailor-made for the Volvo
Group’s products.

TRUCKS WITH DIFFERENT DRIVELINES ON SAME LINE

Driving synergies and reducing cost.

Combustion Battery
engine pack
Electric Fuel cell
driveline pack
| | | | | D
Main assembly line > g
Combustion  Battery  Fuel cell
engine electric electric

Pre-assembly stations
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Ghent plant to
produce

battery
modules

Each battery pack has a capacity of 90 kWh, and in a truck a cus-
tomer can choose to have up to six battery packs (540 kWh). The
number of batteries depends on each customer’s specific range,
load capacity demands and access to charging infrastructure, etc.
When our customers invest in electric trucks, we help them plan
their routes and operations. Done effectively, this makes for a
smooth transition to electric trucks and extends the truck’s range.

Volvo Group’s batteries are designed so that they can later be
remanufactured, refurbished, and reused. In October, it was
announced that in 2025, the plant in Ghent will start to produce
battery modules. The investment decision to install battery mod-
ule manufacturing capacity is an important step for the Volvo
Group to shape its future value chain for battery systems.

Another important step is the initiation of the process to estab-
lish a large-scale production plant for battery cells in Mariestad,
Sweden. The proposed site is close to the Volvo Group’s current
main powertrain plant in Skévde. It will benefit from the region’s
existing industrial and logistics infrastructure and build on a strong

BUILD-UP OF A BATTERY

Volvo Group is gradually increasing its vertical
integration towards cell production.

MODULE

STRATEGY

heritage and world-class competence in advanced, high-volume
manufacturing, while having access to Sweden’s rich supply of
fossil-free energy. The Volvo Group plans to gradually increase
capacity and reach large-scale series production by 2030. The
battery cells will be designed specifically for commercial vehicle
applications, supporting the global roll-out of electric trucks,
buses, construction equipment and electric drivelines for different
applications. Establishment of the production site is subject to
approvals from relevant authorities. The battery module manufac-
turing line in Ghent will be able to use battery cells both from part-
ners and from the planned battery cell plant in Sweden.

ENERGY STORAGE SYSTEM
(BATTERY)
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Financial targets

— fulfilling our

ambitions

A clear and straightforward operating margin target supports
the efforts to drive performance across the Group through the
business cycle. The target also aligns with the way the Group is

challenged and measured internally.

OPERATING MARGIN FOR
THE VOLVO GROUP, %

15
11.5 11.6
10 M
9.7
88 8.1
5
0

2018 2019 2020 2021 2022

Target: The Volvo Group’s operating margin
shall exceed 10% measured over a business
cycle.

Outcome: In 2022, the operating margin
amounted to 9.7% (11.6). In 2018—-2022
the average operating margin was 9.9%.
In 2022, the adjusted operating margin
amounted to 10.7% (11.0). In 2018-2022
the average adjusted operating margin was
10.3%. For more information on adjusted
operating margin, please see Key Ratios
on page 212,

The current financial targets were decided
on by the Board of Directors in 2017.

A debt-free industrial balance sheet, excluding pension and lease
liabilities, enables the Volvo Group to better manage cyclicality in a
capital-intensive industry and to secure competitive cost of funds

for the Financial Services’ operation.

NET FINANCIAL POSITION INDUSTRIAL
OPERATIONS, excl. post-employment

benefits and lease liabilities, SEK bn

80 4.7 73.9
66.2
60
43.9
40

20

2018 2019 2020 2021 2022

Target: The Industrial Operations shall under
normal conditions have no net financial
indebtedness excluding provisions for post-
employment benefits and lease liabilities.

Outcome: At the end of 2022, the Industrial
Operations had a net financial asset position
of SEK 73.9 billion.

RETURN ON EQUITY IN
FINANCIAL SERVICES, %

-0.3
2018 2019 2020 2021 2022

Target: Financial Services’ target is a return on
equity of 12=15% at an equity ratio above 8%.

Outcome: In 2022, return on equity amounted
to —0.3% at an equity ratio of 8.0%. In 2018—
2022 the average return on equity was 11.2%.
In 2022, return on equity excluding a negative
effect from provisioning of assets related to
Russia amounted to 15.1%. In 2018-2022
the average return on equity excluding the
adjustment related to Russia was 14.3%.

For more information on adjustments, please
see Key Ratios on page 212.

* Excluding a negative effect from provisioning
of assets related to Russia.
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Climate targets
— towards
net-zero

The transition towards lower emissions in our industries is at an early
stage but is expected to accelerate with increased electric vehicle
sales and also with the support of fuel-efficiency improvements.
The Group’s own operations (Scope 1and 2) make up less than
1% of total emissions. The use-phase (Scope 3.11) makes up over
95% of lifecycle emissions and this is our main focus of decarbon-

The Volvo Group has committed and set targets in
line with the Science-Based Targets initiative (SBTi)
campaign Business Ambition for 1.5°C, and we have
set ambitious milestone targets in our value chain
along the way. As the most significant emissions are
in the customers’ use-phase, the Volvo Group sees
significant opportunities in helping to decarbonize
their operations.

For Trucks and Buses the targets are set in emission per vehicle-
kilometer. For Construction Equipment, Volvo Penta and our own
operations, the targets are set as total absolute reductions. These
targets are approved by the SBTi as science-based. Tracking of
emissions in remaining scopes, representing approximately 4%
of the total, is under development.

ization. Consequently, we have established targets per segment.

SBTI APPROVED TARGETS, FROM BASELINE 2019

Scope 3 Scope 3 Scope 3 Scope 3 Scope 1-2
use phase use phase use phase use phase OWN
TRUCKS BUSES CONSTRUCTION VOLVO PENTA OPERATIONS

Igl EQUIPMENT a
Jyetsy — [
Target 2030 Target 2030 Target 2030 Target 2034 Target 2030
-40% -40% -30% -37.5% -50%
emissions per emissions per absolute absolute absolute
vehicle km vehicle km emissions emissions emissions

Status 2022 Status 2022 Status 2022 Status 2022

-4% -7% -11% +5%

On an aggregated level, the total calcu-
lated emissions amounted to 287 million
tons 2022 compared with 323 million tons
in 2019. The result in total GHG emissions
is a combination of energy efficiency, sales
volumes and product mix.

The reported emissions for the year in
‘scope 3.11" use phase make up the vast
majority of the total emissions footprint
and is calculated by including expected
lifetime emissions from all products sold
in the reporting year. As such, annual sales

volumes have a significant impact on
results from one year to the next. The Volvo

Group is operating in cyclical industries, Mton

which are linked to economic activity, and

consequently sales volumes and utilization

of the rolling fleet of products vary over

time. See detailed information on GHG

emissions, measurements and targets on

page 154-156.

19 20 21 Year
323 241 286 287
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OUR BUSINESS

Creating shared
value across the
value chain

Our strategy responds to a range of
sustainability-related issues. This means
considering the impact on the world around
us as part of how we look at the long-term
success of our business.

Climate Resources

People

We focus on three key areas where our products, services and
operations are particularly important for sustainable development:

» People — focusing on health, empowerment, business ethics and
human rights, striving for 100% safe products and operations.
« Climate — focusing of reducing greenhouse gas emissions from

our business and operation, striving for 100% fossil free.

* Resources — using natural resources in the most efficient way
and contributing to 100% productivity improvement of our
customers’ logistics operations.

Customers

Our aim is to support our customers by providing offers
that increase their productivity, secure uptime and
increase fuel and GHG efficiency, which improve their
financial performance and reduce their impact on the
environment. As 95% product life-cycle emissions occur
in the use phase, we see great opportunities in helping
to reduce these emissions and by doing so reducing our
climate-related impacts and risks.

Sustainability focus areas

« Traffic and site safety example, page 41.

» Science-based targets, scope 3 use phase, page 155.

« Climate strategy, opportunities, risk and governance,
page 150.

) —

This illustration maps some of
our priorities in managing sus-

tainability impacts, risks and Customers
opportunities in our value chain
and key processes, as well as
references to further disclosures
in this report.
Reuse

@-_
Reuse

We strive to increase material efficiency and reduce
energy use by incorporating more recycled materials,
recovering heat and recycling waste. We also work to
optimize and extend product life and by doing so extend
customer contracts, which can lead to both resource
<-efficiency as well as business opportunities. One key
in this work is to increase service-based business and
peace of mind for customers. Durable products in combi-
nation with added services can enable good opportuni-
ties to extend product usefulness and sell used or repur-
posed vehicles.

Read more about sustainability focus areas

* Waste and recycling in operations, page 157.

» Supporting the transition to circular economy,
page 158.
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Product development Purchasing

Fulfilling our customers’ needs and improving their safety, Long-term cooperation with suppliers drives efficiency,

profitability and environmental performance forms the quality and responsible behavior throughout the value

basis of our product and service development. Product chain. The Volvo Group places high demands on ourselves

development is also influenced by legislation, changes and our supply chain partners. We have both global and local

in society and new technologies. There are strong trends supply chains to deliver components, parts and complete

such as automation, electromobility and connectivity that services and systems. When developing a robust supplier
e, we are investing in that need to be balanced with invest- base, we look at a wide range of impacts, opportunities

ments in the development of current technologies. and risks. Our Supply Partner Code of Conduct sets the

foundation for how we work.
Sustainability focus areas

« Customer health and safety, page 169. Sustainability focus areas
* R&D related to zero- and low-emission vehicles, page 153. « Supplier social assessments including human rights,
page 176.

« Sustainable minerals program, page 177.

Our supply partners have an important role in helping to
develop the solutions needed for our net-zero ambition as
well as to reduce supply chain emissions. Our latest inven-
tory shows that GHG emissions from the supply chain
make up approximately 4% of the total product life-cycle
emissions. Focus areas for emission reduction have been

' identified but targets are not yet consolidated for the full
Product % Volvo Group in this category.

development

Sustainability focus areas
* Supplier environmental assessments on page 177.

Retail and

- Purchasing
service

Production and logistics

< &

Retail and service

Our global network of dealers and service centers staffed
by competent and service-oriented personnel are key fac-
tors for customer satisfaction and success. The business
areas within the Volvo Group support customers via effi-
cient dealer workshops, and through service and mainte-
nance agreements.

Production and logistics

Our global industrial and logistics system strives for contin-
uous improvement to deliver on customer expectations

and meet internal targets. The industrial system consists
of capital-intensive component factories as well as labor-
intensive assembly plants. The component factories supply
the Group’s needs on a global basis, whereas assembly plants,
in most cases, are located close to end-markets to cater for
local needs and specifications, and short delivery times.

¥

Sustainability focus areas

* Responsible sales, page 175.
Sustainability focus areas

* Employee related matters, page 163.
* Health and safety, page 167.

EEERE I

Less that 1% of the GHG emissions footprint is connected to Sustainability focus areas
the Group’s own operations in production, retail and service. * Energy and emissions, page 156.
Yet the direct management control makes this a relevant area

in our net-zero value chain GHG ambition.
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Making the
strategy come
to life

Supporting customers with different needs

Help me Keep my Maximize Maximize
maintain my vehicle the use of the use of
vehicle available my vehicle my fleet
Vehicle 2 Vehicle Vehicle Fleet
parts uptime productivity productivity
services services services services

FINANCING AND INSURANCE, INCLUDING USAGE-BASED MODELS

CONNECTED PLATFORM

As we set out to provide customers with the

right solutions for their business needs and
individual prerequisites, we make the strategy
come to life. Our people want to be empowered to
take action to drive performance and deliver on the
challenge. Here are examples in their own words
how we work in different parts of our value chain

— taking the lead and accelerating the shift.

There are different business
models for different customers.
The range goes from selling

a vehicle or machine and get
paid by unit, to solving the
customer’s mission and get paid
by result. We will have different
offerings along the entire range
for different customers depend-
ing on preferences, segments
and geographies.

Provide
me with the
right transport
capacity when
I need it

Optimize
my supply

chain

Mobility
services

Platform
solutions

Customers

o) =) m—

VEHICLES AND EQUIPMENT

®—

Reuse

Belén Neira, Head of Indirect Sales, Volvo Energy

I strongly identify myself with the start-up
environment in Volvo Energy, because
there’s an entrepreneurial mindset in
this type of smaller organizations where
everyone is creating something com-
pletely new together. It’s also in my per-
sonality to network and collaborate so
working in a cross-functional organiza-
tion makes me feel at home.

At Volvo Energy, I'm in a place where my personal and professional
ambitions meet, and that motivates me every day. | believe energy is
a basic human need and human right, and absolutely necessary to live

our lives. With our circularity concepts at Volvo Energy, we are
enabling green energy to be accessible and affordable for many people
as part of our business model. One of the most interesting opportunities
is within second-life for batteries. We are working with the ambition to
prolong battery life after it has served its purpose in the application,
finding a second-life in new products like Battery Energy Storage Sys-
tems that can provide a solution to stabilizing energy availability.
Striving for societal development has always engaged me and is
the reason | want to work at the Volvo Group. It has a clear purpose
for people and society, sharing the belief that there is no trade-off in
switching to electric and green energy. On the contrary, we are making
society better for everyone.
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Edouard Rochard, Product Line Electric Vehicles, Wissam Ait Sidi Hammou, Segment Leader,
European Medium Duty Business Unit Electromobility, Group Trucks Purchasing

| have always wanted to be in the forefront of develop-
ment, that is why | have chosen to go electric. How to
make a truck maximize in matching diverse customer
needs intrigues me and currently, | am involved in

a project to design an experimental urban logistics
solution. A brand new, 16-tonne electric truck tailored
for urban deliveries, with improved safety, increased
driver comfort and elimination of pollution and noise

As a Segment Leader
within Electromobility,

| oversee the Electrical
Distribution and Charging
segment. This gives me
the opportunity to work
on the growth of the
electromobility journey

as its main features. and together with my

In this challenge, we truly work as ‘intrapreneurs’ — connecting people, compe- colleagues have the chance to influence how we drive
tences, customers, and partners in one collaborative ecosystem. In each decision, that growth together with our supply chain partners.
big or small, we keep the customer needs at the center. If a feature doesn’t solve Working in this new technology area and in Purchasing
the customer pain point, we think of something else. We’re not doing anything just is for me the perfect match to fully contribute to the
because it is nice engineering — we are doing it since it will be good for our custom- Volvo Group transformation and sustainability targets.
ers and for society at large. It is truly exciting to be in contact with so many inspiring

The market is full of opportunities and in Volvo Group, we are at the forefront of colleagues every day to enable the switch to electrified
the decarbonization journey. We are not just bystanders — we are really taking the vehicles. Working with our supply chain partners is also
lead on all the changes in society that are necessary for a sustainable future. To be very rewarding. Together, we accelerate the technology
a part of this journey is super rewarding and gives me all the energy | need to push journey while focusing on all the important dimensions
forward towards new solutions. So, let’s team up and do something great! — from securing a resilient value chain, setting decar-

bonization and circularity plans to offering the right
features and services to the end-customer. For me,
it all comes down to people and purpose, and in this
role, | get to work with amazing people and an
inspiring purpose to make a difference.

Product
development

e Retail and service 1 Purchasing

Production and logistics
)\

Elise Harfelt, Team Leader Module Under Cab (MUC),
Group Trucks Operations

Brett Pope, E-Mobility Commercial Support,
Volvo Trucks North America

| am a Team Leader at the truck
assembly plant in Tuve, Gothen-
burg. My team works with assem-
bling the MUC — the Module
Under Cab — that is replacing the
diesel engine on the brand new
heavy-duty electric trucks that we
now have in serial production in

Drawn to the outdoors and open
water, | began my career at Volvo
Penta in Chesapeake, Virginia. My
early days as an Engineer at Volvo
Penta offered me the confidence
of an amazing team and an estab-
lished network of colleagues who
supported my exploration of other

areas of the business, which is Tuve plant. What | think is most
how | found my way to Volvo Trucks. fun being in my role is seeing the journey. From where we started
d - Throughout my journey with the Group, | have always had the several years ago with test builds, to where we are today being

opportunity to solve complex challenges, learn new skillsets,
‘ work abroad, and grow. But at Volvo Trucks, | am able to blend
-

first out serial producing these electric trucks for our customers.
Itis so engaging being a part of this. The transformation is

my personal and our company values by pushing boundaries of course about new sustainable products; contributing to a
and exploring new technologies. With the introduction of : greener society and shaping the world we want to live in. But
e-mobility into the marketplace, through initiatives like Volvo - the transformation is also so much about people. The products

VNR Electric trucks, Volvo LIGHTS (Low Impact Green Heavy are developing, and so are we as a plant in building them, and
Transport Solutions), along with other sustainability driven proj- we as human beings in making this happen. Another important
ects, we are blazing the trail through collaboration, trust, and thing is everyday communication and helping each other to win
transparency with people and businesses all over the world. not separately — but as a team.

| am proud to say that it is my job to convince you that proj- | am sure this journey would not have been possible without
ects like this matter! The industry is changing, and through our the great teamwork we have. Not only in my team working with
collaborative efforts, we are the leading the way in delivering the MUC, but as a plant and as an entire company. Volvo is driv-

solutions that benefit humankind, long term. ing the transformation — and we are Volvo.
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Driving
prosperity
for many
stakeholders

We believe that the key to being successful

is to create value for our customers by
contributing to improving their profitability.
By understanding our customers’ priorities
and challenges, we are able to provide
products and services that grow customers’
revenues and decrease customers’ cost. Key
areas to create value for our customers are
offers that increase our customers’ produc-
tivity, secure uptime and increase fuel effici-
ency. By delivering customer value, we will
also deliver value for ourselves, our owners
and society.

Value co-creation -

 Productivity
+ Asset uptime Value for

« Fuel efficiency T
v u

* Increased revenue
» Decreased costs

v
* Profitability growth

Transport and
infrastructure solutions

—

For customers

For our customers, uptime is everything. Regardless of if it is a cus-
tomer that owns one single truck or a fleet of trucks, if they are a public
transport provider or a coach owner, a construction entrepreneur or

a quarry owner; their performance depends on reliable products and
services that meet the needs of their business.

More than 2 million trucks and close to 100,000 buses, which the
Group manufactured in the last ten years, perform transport work
worldwide. Construction equipment operate at sites all around the
world, and we have delivered more than 700,000 machines the last
ten years.

Uptime and
profitability

2 S P, 3
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Insights for additional
value creation

* Closeness to customers

« Efficient way of operating
v

* Increased revenue

* Decreased costs

h 4
* Profitability growth

Value for
Volvo Group

For employees

SEK ]
The Group’s 102,155

employees are our most n
important asset. L

Employee engagement and a performance culture based on cus-
tomer success, trust and passion are critical for the Group to fulfill
its mission. The Group strives to offer competitive employment
terms and benefits as well as a stimulating, safe and healthy work
environment. In 2022 we paid SEK 49,531 M in salaries and
remuneration.

For suppliers SEK
A solid supplier base
and professional

s 333.0bn B

essential for the Volvo Group. The Group provides both income and
employment for a large number of companies and in many societies

around the world. Purchased goods and services is the Volvo E
Group’s single largest expense and in 2022 we bought goods

and services for SEK 332,982 M.

For shareholders

SEK
The Volvo Group strives to
generate value for its n
shareholders through a L
positive share price development and payout of dividends. From
2017 to 2022 the price for the Volvo B share rose by 77%. Share-
holders normally receive a certain portion of the retained earnings
in the form of a dividend, after consideration has been given to the
Group’s need for capital for continued development according to
its strategies. In 2022, shareholders received dividends totaling
SEK 26,435 M. To the Annual General Meeting 2023, the Board
of Directors proposes an ordinary dividend of SEK 7.00 per share
and an extra dividend of SEK 7.00 per share, in total SEK 28,468 M.

« Excellent products and services

For society

SEK .
Our products and services .
make societies function. n
Our customers operate bus L
lines so that people can get to work, they transport food and
industrial goods and they build infrastructure such as roads and
hospitals. Furthermore, road transport directly creates millions of
jobs around the world. We also contribute to the local economy
by being a major employer in many communities, providing both
direct and indirect employment. In 2022 the Group paid SEK
10,682 M in social costs, SEK 5,267 M in pension costs and SEK
11,614 M in income taxes, in total SEK 27,563 M. We also pay
customs duties as well as property and energy taxes.

For creditors

SEK
A long-term competitive business
requires access to capital to be n
able to invest. The Volvo Group L
strives to ensure that the capital is used in the best possible way
and to assure debt providers with the financial strength to secure
proceeds and repayment. In 2022, the Volvo Group paid its credi-
tors in the Industrial Operations SEK 856 M in interest.

For the
Volvo Group

SEK

A significant portion of 33 8 b n
o |

generated capital is nor-
mally transferred back into the business. The capital is used for
investments that will strengthen competitiveness and create long-
term value for the Group and its stakeholders. In 2022, the Volvo
Group invested SEK 22,526M in R&D and another SEK 11,301 M
in property, plant and equipment, in total SEK 33,827 M.
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Leadership
through
partnerships

With the rapid development of electrification, connectivity and
automation, we see great opportunities to co-create a more
sustainable transport system and to make societies prosper.
Here are some examples of our partnerships.

Many alliances and partnerships

We have a strategic alliance with Samsung SDI to develop batteries
for the Volvo Group’s electric products. Working together with Sam-
sung SDI, Volvo Group aims to accelerate the speed of development
and strengthen the long-term capabilities within electromobility,
to the benefit of customers in different segments and markets.

cellcentric

Sharing the Green Deal vision of sustainable transport and a carbon
neutral Europe by 2050, the Volvo Group and Daimler Truck have
launched a fuel cell joint venture called cellcentric. The intention is
to develop, produce and commercialize fuel cell systems for heavy-
duty vehicle applications and other use cases. During the year, Volvo
Trucks showcased a fuel cell-electric truck running on hydrogen.
Read more on page 34.

. |
rmilence »
-

Together with Daimler Truck and the Traton Group we have founded
Milence, which plans to install and operate a high-performance
public charging network for battery-electric heavy-duty long-haul
trucks and coaches across Europe. Read more on page 35.

We collaborate with SSAB on the research and development and
commercialization of the world’s first vehicles made of fossil-free
steel. Read more on page 36.

We work together with Aurora to develop autonomous trucks.
Aurora is a US-based company specialized on the development
virtual drivers. Volvo Autonomous Solutions has also partnered
with customers DHL Supply Chain and UBER Freight regarding
on-highway autonomous solutions and with Holcim to further
develop the use of autonomous electric haulers in a limestone
quarry. Read more on page 37.

Technologies develop at a faster pace than ever
before. Combined in new ways they offer new
and innovative solutions in almost all industries.
Keeping up with the latest development is vital
to stay successful and is hard to do on one’s own,
and that is why the Volvo Group works in
collaborations and partnerships.

Furthermore, we have a strategic alliance with Isuzu Motors.
The alliance aims to capture opportunities in the ongoing transfor-
mation of the commercial vehicle industry. Alliance work is focused
on deriving potential synergies in areas that will encompass i.e.
forming a technology partnership and creating a larger volume
base to support investments for world-class technology.

Driving change with public-private partnerships
We are also active in public-private partnerships to drive change.

First Movers
Coalition

One such partnership is First Movers Coalition to drive demand for
low carbon tech. Roughly half of the emission reductions needed
to reach the UN’s 2050 climate goals rely on technologies in early
development, demonstration, or prototype phases. Accelerating
innovation in this decade is critical to bring these technologies to
market and make them cost-competitive. To jumpstart this effort,
the First Movers Coalition is a platform for companies to make
purchasing commitments that create market demand for low-
carbon technologies in seven “hard-to-abate” industrial sectors
that currently account for 30% of global emissions: Aluminum,
Aviation, Chemicals, Concrete, Shipping, Steel, and Trucking. The
coalition’s members commit in advance to purchasing a proportion
of the industrial materials and long-distance transportation they
need from suppliers using near-zero or zero-carbon solutions,
despite the premium cost. Volvo Group is a founding member of
the coalition.

H2Accelerate

H2Accelerate is a collaboration with the aim to accelerate the
use of hydrogen as a fuel for heavy-duty road transport in Europe.
As a growing number of governments and businesses align on

a common vision of a net-zero emissions energy system, the
H2Accelerate participants believe that hydrogen is an essential
fuel for the complete decarbonization of the truck sector. The
group comprises vehicle OEMs Volvo Group, Daimler Truck and
Iveco and hydrogen suppliers Shell, OMV and TotalEnergies.
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Support for disaster relief in Ukraine During the year, Volvo Group worked in collaboration with
with the Red Cross and UNHCR the International Red Cross Committee and UNHCR to
transport aid to Ukraine. The Red Cross early identified
truck capacity and logistics systems as an area where
Volvo Group could support with expertise and assets. The
Volvo Group saw an opportunity to donate a previous exhi-
bition version of a Renault Trucks T and to support with
transport and logistics expertise. The collaboration resulted
in approximately 100 truckloads of life-saving kits being
delivered across the border between Hungary and Ukraine.

“The Volvo Group believes in the force of partnership with
a clear aim — to rapidly introduce and implement best-in-
class low carbon technology throughout industry verticals.
Together we are strong enough to really make a difference
and we are increasing our efforts, both ourselves, but also
with partners to accelerate the shift into a path that aims
to deliver on the goals in the Paris agreement”, says Martin
Lundstedt, President and CEO.
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Rollout of more

sustainable
transport and
infrastructure
solutions

Volvo Group deliveries of
fully electric vehicles
and machines

2020

Demanding long-hgul ..o >
Heavy construction »
=)

Regional haul »
Urban transport & >

light construction
Heavy L »
Large L >
Medium i ;
Compact >
——————————————— -’
| | | | |
T T T T T

2010 2015 2020 2025 2030

Electric hybrid == == Battery electric

Climate change, congested cities, and
hazardous road and working conditions
call for future transportation technology
and systems solutions that are safer,
cleaner and more efficient. On the
following pages are some examples

of what we worked on in 2022.

Towards a fully-electric offer

Our introduction of electric trucks, buses and
machines has already started. We are drawing on
the experience from the city bus applications, where
we have more than 10 years of experience from
electrification — starting with hybrid-electric solu-
tions and building that into battery-electric buses.

On the truck side, Volvo Trucks, Renault Trucks
and Mack Trucks started series production of
trucks for important segments such as city distri-
bution, waste and recycling in 2020. The Group
continued its step-by-step rollout with regional
haul Volvo trucks in North America in 2021 and of
trucks for regional haul and heavy construction in
Europe in 2022, The Volvo Group intends to have
electric products and solutions for all relevant truck
segments, eventually also the really heavy-duty
long haul segment, which will be a combination
of battery-electric (BEV) and fuel cell-electric
vehicles (FCEV).

The first electric compact construction equip-
ment were introduced in select markets in Europe
in 2020. The rollout continued in Europe and
North America in 2021, followed by Asia in 2022.
In 2022, the first medium-duty electric machine,
the 23-ton EC230 Electric excavator, was brought
to selected markets.

Volvo Group’s electric
vehicles and machines
on the road, off road,
in the city and at sea.
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Volvo Trucks
started series
production of
heavy electric
trucks

In September 2022, Volvo Trucks started
series production of heavy electric, 44-
tonne trucks in the company’s most import-
ant product range, its heavy-duty trucks
Volvo FH, Volvo FM, and Volvo FMX. With
these new additions, Volvo Trucks has six
electric truck models in series production
globally — the broadest electric truck line
up in the industry. The electric line-up cov-
ers a wide range of applications such as city
distribution and refuse handling, regional
transport, and construction work.

“This is a milestone and proves that we
are leading the transformation of the indus-
try. It's less than two years ago since we
showcased our heavy electric trucks for the
very first time. Now we are ramping up vol-
umes and will deliver these great trucks to
customers all over Europe, and later on also
to customers in Asia, Australia and Latin

20 heavy-duty electric Volvo trucks to Amazon

Amazon is one of Volvo Trucks’ customers committed to decarbon-

izing its fleet. Amazon in Germany ordered 20 Volvo FH Electric,

which are expected to drive more than one million road kilometers

annually, fueled by electricity instead of diesel. Heavy goods vehi-

cles and other commercial vehicles make up around 36% of Ger-

many’s domestic transport emissions, which makes road transport

decarbonization an important issue to address.

Record order for electric trucks
in Australia

America) said Roger Alm, President of
Volvo Trucks.

Series production of Volvo’s heaviest
electric trucks started in the Tuve factory
in Gothenburg, Sweden and in 2023 the
factory in Ghent, Belgium will follow.

Volvo produces the electric trucks on the
same line as its conventional trucks, which
gives high production flexibility and effi-
ciency gains. The batteries are supplied
from the Group’s new battery assembly
plant in Ghent.

According to Eurostat statistics “Road
Freight Transport by distance” (2018), 45%
of all goods transported on road in Europe
travel less than 300 km. That means that
Volvo Trucks’ electric portfolio could cover
around 45% of all goods transported in
Europe today.

DHL and Volvo Trucks kick off
zero-emission cooperation

In May, Volvo Trucks and Deutsche Post
DHL Group signed a cooperation agree-
ment to accelerate the shift to zero exhaust
emission vehicles. DHL intends to intensify
its transition to heavy electric trucks by
deploying a total of 44 new electric Volvo
trucks on routes in Europe.

Fully electric rear axle unveiled

In September, Volvo Trucks unveiled a com-
pletely new, fully electric rear axle. Freeing
up space for more batteries by integrating
the electric motors and the transmission

In December, Australian express freight com-
into the rear axle, the new e-axle means
even longer range for Volvo's battery-electric

pany, Team Global Express, placed an order
for 36 Volvo electric trucks. This was Volvo’s

largest electric truck order to date in Australia. The trucks will trucks. Serial production of trucks with the

hit the streets of Sydney during Q12023. new e-axle will begin in a few years.
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Renault Trucks expanded its i Renault Trucks is expanding its all-electric range and
range of electric trucks : during the year announced the start of sales in the first

y quarter of 2023 of two new models of up to 44 tonnes,
namely the Renault Trucks T E-Tech for regional transport
and the Renault Trucks C E-Tech for the construction
industry.

Renault Trucks is pursuing its commitment to support-
ing its customers’ energy transition and its ambition to
provide electric trucks for all uses. Since 2020, Renault
Trucks has been selling a range of all-electric trucks from
3.1to 26 tonnes.

These new models in Renault Trucks’ heavy-duty range
will be fitted with two or three electric motors providing a
combined power of up to 490 kW. They will be manufac-
tured at the Renault Trucks plant in Bourg-en-Bresse.

- With a full electric range that extends from 3.1to 44
A customer’s e R : S tonnes, Renault Trucks is stepping up its strategy and
vilew on elec- e ok ; 2 ; setting its sights higher: the manufacturer intends to
tric trucks. i ; - sell 50% of its vehicles in electric form by 2030.

Barcelona commits to sustainable
transport with 73 Renault Trucks
electric trucks

The city of Barcelona, Spain made a strong choice in
favor of decarbonized urban transport when award-
ing its latest public contract for municipal waste col-
lection and maintenance. This contract was awarded
in batches to several waste management sub-con-
tractors who share the same sustainability goals for
the city. The companies CLD Sorigué, Urbaser, and
Valoriza (Sacyr Group) chose Renault Trucks to pro-
vide 73 fully electric trucks.

Coca-Cola to make local deliveries in Belgium
with 30 Renault Trucks electric vehicles

Coca-Cola Europacific Partners will start using 30 electric trucks to make
“last mile” deliveries to local customers in Belgium. The first five vehicles went
out in November 2022 in the Antwerp area. Through a key partnership with
Renault Trucks, the beverage manufacturer is electrifying one-fifth of its truck
fleet and will also reduce its CO, emissions by 75% compared to diesel trucks.

“Our industry is facing difficulties that require rapid adaptation, but we are
also firmly committed to maintaining a long-term approach. Investing in elec-
tric trucks will allow Coca-Cola Europacific Partners to cut CO, emissions by
30% across the entire value chain by 2030 and become climate neutral by
2040 says An Vermeulen, VP & Country Director of Coca-Cola Europacific
Partners for Belgium and Luxembourg.
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Volvo Trucks North America launched
an electric truck with longer range

In January 2022, Volvo Trucks in North America launched
an enhanced version of its heavy-duty Volvo VNR Electric
with up to 85% increased range and faster charging. Sales
start of the first generation of Volvo VNR Electric was in
December 2020 and series production began in 2021. It
had an operating range of up to 240 km. The enhanced
version has an operational range of up to 440 km (275
miles) and increased energy storage of up to 565 kWh.
The improved performance is due to, among other things,
improved battery design and a new six battery pack option.

The new Volvo VNR Electric also reduces the required
charging time, as the 250kW charging capability provides
an 80% charge in 90 minutes for the six-battery pack, and
60 minutes for the four-battery version. Production of the
new version started in the second quarter of 2022.

Customers going further with electric trucks

Volvo Trucks has a strong position in electric trucks with

an increasing number of customers going for zero-tailpipe

emission trucks. Nowhere more so than in California, where

the adoption of electric trucks is spurred on by incentives.
In March, our customer WattEV ordered 50 Volvo VNR

Electric trucks to launch its Truck-as-a-Service model in

California, providing shippers and carriers access to battery-

electric trucks at a per-mile rate, including charging, that is

Mack LR Electric — built tough to run clean

Mack Trucks began serial production of the Mack LR Electric refuse
truck in December 2021. By year end 2022, the on-board battery
capacity had been increased by 42%. The rollout of these trucks are in
the early stages, but the 44 orders received in 2022 were nearly five
times as many as the previous year. Mack Trucks was the only OEM to
deliver serial production electric heavy-duty refuse vehicles during the
year, amounting to 100% of the market share in North America.

on par with the total cost of operating diesel trucks. Also

in March, Volvo Trucks received its largest global order of
heavy-duty electric trucks thus far when Performance Team
— A Maersk Company, ordered a further 110 trucks.
Together with previous orders, this made their total purchase
commitment 126 Volvo VNR Electric. In May, Quality Cus-
tom Distribution, a Golden State Foods company, increased
its commitment to zero-tailpipe emission freight transport
with an order of 30 Volvo VNR Electric. The trucks will
deliver products to restaurants and coffee shops through-
out Riverside and San Bernardino Counties. Also in May,
NFI Industries, a leading third-party supply chain solutions
provider, ordered 60 Volvo VNR Electric. In September,
family-owned 4 Gen Logistics ordered 41 Volvo VNR Elec-
tric to haul freight between the Port of Long Beach and
Southern California’s Inland Empire — a national logistics
and warehousing hub.

Customers in other states are also investing in electric
trucks. In May, Fleetmaster Express, a for-hire logistics car-
rier based in Texas, ordered 10 Volvo VNR Electric to sup-
port supply chain sustainability efforts for Ball Corporation,
a leading global provider of recyclable aluminum beverage
packaging. Also in May, PITT OHIO, a leader in transporta-
tion, warehouse, and logistics services, announced the
addition of two Volvo VNR Electric box trucks to its fleet.
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Volvo Trucks showcased zero-emissions
fuel cell truck

Imagine a truck that only emits water vapor, produces its
own electricity onboard and has a range of up to 1,000
km. It is expected to be possible with fuel cells powered
by hydrogen, and in 2022 Volvo Trucks started to test
vehicles using this new technology.

To decarbonize transport, Volvo Trucks already today
offers battery electric trucks and trucks that run on
renewable fuels, such as biogas. In the second half of this
decade, a third option will be added — fuel cell electric
trucks powered by hydrogen. The fuel cell electric trucks

is planned to have an operational range comparable to FACTS ABOUT FUEL CELLS

many diesel trucks — up to 1,000 km — and a refueling « A fuel cell generates its own electricity from the
time of less than 15 minutes. The two installed fuel cells hydrogen onboard instead of being charged from
have the capacity to generate 300 kW of electricity an external source. The only byproduct emitted is
onboard. Customer pilots will start in a few years from water vapor.

now and commercialization is planned for the latter part
of this decade.

“Hydrogen-powered fuel cell electric trucks will be
especially suitable for long distances and heavy, energy-

 The fuel cells will be supplied by cellcentric — the
joint venture between the Volvo Group and Daimler
Truck AG. Cellcentric plans to build one of Europe’s
. . o largest series production facilities for fuel-cells,
demanding assignments. They could also be an option in ) )
. . o o specially developed for heavy vehicles.
countries where battery charging possibilities are limited’
says Roger Alm, President of Volvo Trucks.
Fuel cell technology is still in an early phase of develop-
ment. There are many benefits with the new technology,
but also some challenges ahead. One of them is large-scale .
supply of green hydrogen produced by using renewable ce I Icent rl c
energy sources, such as wind, water and solar power.
Another is the fact that refueling infrastructure for heavy

vehicles is yet to be developed.

" . .
Volvo CE testing the world’s : a ; Volvo Construction Equipment (Volvo CE) continues
first prototype hydrogen - to act on its commitment to drive change towards a
articulated hauler i el L net-zero future. Besides battery-electric solutions,
X where Volvo CE is already offering a large range of
commercial products, the company’s efforts also
include exploring the potential of electrification
through hydrogen fuel cell technology.

In 2022, an important milestone was reached with
the testing of a world-first emission-free hydrogen
fuel cell articulated hauler prototype, the Volvo HX04.
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Milence — the European charging
infrastructure joint venture - kicked off

In July, the Volvo Group, Daimler Truck, and Traton Group
completed the final step in forming the announced joint
venture for charging infrastructure in Europe. The new joint
venture, named Milence, is expected to have a significant
role in supporting the European Union’s Green Deal for
carbon-neutral freight transportation by 2050.

Milence plans to install and operate at least 1,700 high-
performance green energy charge points on, and close to,
highways as well as at logistics hubs across Europe. The
Volvo Group, Daimler Truck, and the Traton Group own equal
shares in Milence but continue to be competitors in all other
areas. The parties are committing to invest EUR 500 M

for a rapid expansion of the necessary charging network
as well as investing in renewable energy in order to reach

Europe’s climate targets. As a clear signal to all stakehold-

in total, which is a significant investment in charging infra- ers, the charging network will be open and accessible to all

structure for heavy-duty trucks in Europe. heavy commercial vehicles in Europe, regardless of brand.
Milence intends to take a catalyzing role as a charge

point operator in the value chain by installing and managing

charging stations for heavy-duty trucks and coaches. This

. |
kick-start is a call to action to all other industry players, as ri ,’Ien Ce »n

well as governments and policymakers, to work together

Partnership with Pilot Company to create
charging network in North America

In November, the Volvo Group and North American-based Pilot Company signed a
Letter of Intent for the development of a public, high-performing charging infrastruc-
ture for medium- and heavy-duty electric vehicles. Pilot Company intends to install
the charging infrastructure at selected Pilot and Flying J travel centers that will be
open to vehicles of any brand. This initiative will provide customers the necessary
peace of mind to consider adopting electric trucks, eliminating range anxiety and give
the prerequisites for the North American fleet customers to meet their environmental
goals on their decarbonization journeys.

USA
Volvo Trucks constructing California electrified charging corridor caurorl
In July, Volvo Trucks North America announced that it was joining forces with Volvo
Financial Services, Volvo Technology of America, Shell Recharge Solutions, TEC
Equipment, Affinity Truck Center, and Western Truck Center to develop a publicly Dixon
accessible medium- and heavy-duty electric vehicle charging network that connects Oakland Stockton
several of California’s largest metropolitan areas. With an award from the California
Energy Commission (CEC) of USD 2 M, the Electrified Charging Corridor Project will NG
address a key barrier to the deployment of electric trucks for long-range transports. Bakersfield

The project got underway in 2022, with all stations anticipated to be online by the

end of 2023. La Mirada Fontana
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Volvo Construction Equipment adds
electric power to customer sites

With a range of electric construction machines available on
the market today, Volvo Construction Equipment (Volvo CE)
is showcasing that the journey towards emissions-free and
quieter job sites is well under way.

Volvo CE believes that electromobility has the power to
change the way customers do business — by opening up work
in new places, in sensitive environments and even indoors,
thanks to the near silence and zero exhaust emissions that they
bring. No longer is electromobility only a niche option —
change is here, and the company’s technology is already prov-
ing to be a reliable and emission-free solution for customers.

Volvo Group has started using
fossil-free steel

When it comes to the race to net zero, there is a lot of focus

on the exhaust emissions from vehicles and machines. But
it goes much deeper than that — in fact, right down to the
very materials that the products are built from. The creation
of fossil-free steel is another crucial step on a journey that
can make things better for our industries.

The global steel industry accounts for a significant amount
of CO, emissions worldwide. With around 70% of a truck’s

Volvo CE’s electric range incorporates the ECR18 Electric
and EC18 Electric compact excavators and the L25 Electric
and L20 Electric compact wheel loaders available in Europe
and North America, and the ECR25 Electric, available in
Europe, North America and Asia, together with the EC55
Electric excavator, for now only available in China.

For medium-sized equipment, Volvo CE in 2022 intro-
duced the 23-ton EC230 Electric excavator in selected
markets. These solutions are proving their potential for more
efficient and more sustainable operations with just as much
power and performance as their diesel counterparts.

weight coming from steel and cast iron — and with the figure
for Volvo construction machines even higher — replacement
of material in our products with fossil-free and recycled alter-
natives is another important step on the journey to net zero.

Fossil-free steel has been on Volvo Group’s radar for a
while and, thanks to a collaboration with Swedish steel
manufacturer SSAB, it has started to make its way into
our product range. To make fossil-free steel, hydrogen pro-
duced with renewable energy is used instead of the coke
normally used to smelt iron ore. The end result is water
vapor instead of CO,. At least 90% of the CO, emitted
when producing steel is eliminated with the current production
process.

In October 2021, Volvo Group and SSAB unveiled the
world’s first vehicle created with fossil-free steel: an articu-
lated hauler. And in 2022, Volvo Construction Equipment
became the first manufacturer to deliver a construction
machine made with fossil-free steel to a customer, when
an A30G articulated hauler was handed over to long-term
partner NCC as part of the United Nations’ Stockholm +50
summit,

Volvo Trucks has also started to introduce fossil-free steel
into parts of its range: specifically, the electric versions of
the heavy-duty Volvo FH, Volvo FM and Volvo FMX models.
Steel produced with hydrogen is being introduced into the
frame rails, the backbone of the truck upon which all other
main components are mounted. As the availability of fossil-
free steel increases, so will the amount that is used in the
rest of the truck.
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Transforming the movement of goods through efficient,
sustainable and safe autonomous transport solutions

Volvo Autonomous Solutions (V.A.S.), is the Volvo Group’s
business area dedicated to commercializing autonomous
transport solutions. Contributing to a more sustainable indus-
try and society is a driving force behind V.A.S.’s strategy. The
solutions being developed by V.A.S. will complement today’s
transport system and address some of the biggest chal-
lenges the industry faces — demand for more freight capac-
ity, driver shortage and a desire to reduce emissions while
keeping people out of hazardous environments.

Focus on industry verticals

V.A.S.’s solutions are offered as Transport-as-a-Service
and geared towards three industry verticals: hub-to-hub
on highway trucking, ports and logistics centers, as well
as mines and quarries. By providing a complete transport
solution tailored to each vertical, V.A.S. believes it can
facilitate the introduction and acceptance of technology
while accessing a larger market.

Large market potential for V.A.S.

Truck freight
industry

addressable
market

Truck
sales

Autonomous transport solution in real-world
applications

Since 2018, the Volvo Group has been operating autonomous
transport missions in a limestone quarry in Brénndy, Norway.
In 2022, V.A.S. achieved several milestones including the
granting of a permit by Norwegian authorities allowing the
operation of autonomous trucks without a safety driver while
personnel is working in the area where the trucks operate.
V.A.S. is also working together with Holcim to develop
the use of autonomous electric haulers in a limestone quarry
in Switzerland. The technologies being deployed in both
projects utilize V.A.S. in-house developed virtual driver.
Inthe U.S., V.A.S. is developing an Autonomous Trans-
port Solution intended for shippers, logistics providers, car-
riers, and freight brokers. To better understand customer

BUILDING
TECHNOLOGY
LEADERSHIP

Multiple virtual drivers: V.A.S. is taking a two-

pronged strategy for virtual driver development by
investing in both an in-house developed virtual driver
for confined areas while also partnering with virtual
driver company Aurora to develop a solution for U.S.
on highway transportation.

Platform strategy: V.A.S. is utiliz-
ing Volvo Group’s common archi-
tecture and shared technology
(CAST) platform to develop and
deploy machines and vehicles pur-
pose-built for autonomy. Through this approach
V.A.S. believes it can both ensure the safety and scal-

ability of its autonomous transport offering while also
bolstering Volvo Group’s leadership position.

needs and accelerate commercialization, V.A.S. is forming

long-term strategic partnerships with others who share the
same vision for a safer and more sustainable future. These
include technology partner Aurora but also customers like
Uber Freight and DHL. In 2022, V.A.S. announced long-term
partnerships with both companies to deploy its Autonomous
Transport Solution on U.S. highways.
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Improvements on trucks with
internal combustion engines

A customer review
of the Volvo FH
with [-Save.

Up to 10% less fuel and CO, with
Renault Trucks new heavy-duty models

Renault Trucks is stepping up the energy efficiency
of its models designed for distribution and light con-
struction, while reducing their environmental foot-
print. Thanks to engine optimization, a new gearbox
and the Fuel Eco+ pack, which includes a roof de-
flector, side deflectors, a compressor that can be dis-
engaged and automatic engine shutdown after three
minutes, the Renault Trucks D, D Wide and C 2.3 m
2023 are set to reduce fuel consumption and the
associated CO, emissions by up to 10% compared
with the previous versions.

The day-to-day work of drivers in urban areas can
be very challenging, with deliveries in congested city
centers, stress caused by always being watchful of
the safety of other road users and loads, and the
need to maintain productivity. Renault Trucks works
hard to facilitate their task and boost performance
for both drivers and their vehicles. Therefore, improved
safety and on-board comfort are further benefits of
the new range, which was launched in 2022 with
deliveries to begin in 2023.

We are not only driving the development of electric vehicles
and machines, but we are also continuously improving our
products with internal combustion engines in terms of fuel-
efficiency and performance that enhances productivity.

Volvo Trucks cuts fuel use by 18% in test
An independent test done in Germany on Volvo’s fuel-effi-
ciency flagship, the recently updated Volvo FH with I-Save,
showed that it consumes almost 18% less fuel compared
with four years ago. In the test carried out by German maga-
zine Trucker, the 32 tonne Volvo FH 460 with |-Save was
taken on a 343 km long route of public roads, including a
variety of motorways, hilly terrains, and tighter roads. When
compared with the same test in 2018 — before Volvo intro-
duced the |-Save fuel-saving package — the test showed an
impressive 18% combined reduction in diesel and AdBlue
consumption. Even if Volvo Trucks’ goal is that electric
trucks shall account for half of its global truck sales in 2030,
the combustion engine will continue to play an important
role in the transport industry for many years to come. The
Turbo Compound engine is also certified to run on HVO100,
a renewable diesel in the form of hydrogenated vegetable
oils, that cuts CO, emissions dramatically. I-Save was first
launched in 2019. The 13-liter engine with Volvo’s Turbo
Compound technology, D13TC, makes it possible to drive
with low engine revs and high gears for longer periods of
time. The new I|-Torque function manages gear selection,
engine torque and braking when |-Cruise is activated. The
function uses |-See to look at the road ahead and evaluate
how much torque the engine needs to run as energy and fuel
efficiently as possible, based on the truck’s total weight.
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New platform for premium coaches
can save up to 9% in fuel costs

In June, Volvo Buses launched a powerful
new fuel-saving platform for its premium
coach range and for chassis customers. With
power ratings up to 500 hp and fuel savings
of up to 9% it is a true cost saver for tour,
charter and line-haul operations. The core

of the new coach platform is a new Euro 6
version of Volvo’s trusted and well-proven
13-liter engine with improved fuel efficiency.
The new platform is the basis for Volvo’s
9000 range of coaches, and it is also offered
as the B13R chassis on all Volvo Buses main
markets. Versions with two-or three axle con-
figurations are available on various markets.
The power ratings span from 380 to 500 hp,
all of which are certified for HVO while the
460 and 500 hp versions are also certified for
biodiesel. To complete the range, there is also
a low-entry configuration, ideal for building
premium double decker coaches.

Volvo Trucks Volvo Trucks North America added to its track record of breakthroughs in powertrain
North America innovation with the Volvo I-Torque. Now available as an option with the latest D13 Turbo
introduces Compound engine, [-Torque is designed to achieve best-in-class fuel efficiency, without
I-Torque compromising performance, drivability and productivity. The all new Volvo I-Torque is

a unique powertrain solution enabling the truck to operate optimally with up to a 31%
increase in fuel efficient speed range. I-Torque comprises the D13 Turbo Compound (TC)

engine, the |-Shift with overdrive features, adaptive gear shift strategy, a new map-based

version of the predictive cruise control Volvo |-See, and rear axle ratios as exceptionally

low as 2.15.
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Data and wireless technology
preventing trucks from breaking down

Imagine if our customers knew when their trucks would
breakdown before it happened? How much would this
improve their business’ uptime and productivity? With the
help of data, our understanding of how vehicles work is
enhanced even further. And with the help of artificial intelli-
gence (Al) and machine learning, it is becoming possible to
predict breakdowns with even greater accuracy and to pre-
vent them from occurring.

There are almost 1.4 million connected vehicles and
machines from the Volvo Group in operation. The vast
amounts of data being collected from for instance trucks
today means its increasingly easier to identify and fix faults
before they lead to unexpected breakdowns. Traditionally,
the main approach to improving uptime has been regular,
scheduled servicing and reactive measures like breakdown
support services. But with the range of sensors and wire-
less technologies found on today’s trucks, we and our cus-
tomers can be far more proactive.

Vast amounts of data in real time

The core of connected services and preventative mainte-
nance is that the use of wireless technology and sensors
makes it possible to collect vast amounts of data from a
vehicle in real time. By analyzing this data and identifying
patterns, it is possible to predict and anticipate a fault
before it occurs. This gives customers time to schedule a
workshop visit at their convenience, and then fix the fault
before it causes an unexpected breakdown.

The Volvo Group’s technologies and capabilities in this
field are expanding quickly. In 2016, Volvo Trucks’ Monitor-
ing Centre in Ghent, Belgium remotely monitored just one
component and it took a full day to complete a full check in
a fleet of several hundred trucks. Currently, multiple compo-
nents in tens of thousands of trucks are monitored, and a

Almost 1.4 million
connected vehicles
and machines.

full check of the whole fleet can be completed in just eight
minutes. And we are constantly improving.

The role of artificial intelligence in reshaping
the truck industry
The more data a system can analyze, the more accurately
it can predict outcomes. Initially, connected services and
real-time monitoring services were designed to react to
certain thresholds or sensor values for individual parame-
ters as a means of predicting faults, for example, the engine
exceeding a set temperature. While these sorts of insights
are useful, they can be somewhat limited because they do
not take into account the vehicle’s unique circumstances
and driving conditions. While it is important to detect a
potential fault as early as possible, it is also important not
to bring a vehicle into the workshop unnecessarily either.
Machine learning can be used to analyze greater volumes
of data and to detect patterns impossible to find otherwise.
This results in even more accurate predictions. Different
parameters and data points from a wider variety of compo-
nents and sensors can be combined, which is then analyzed
by Al systems to detect patterns indicative of potential
problematic behavior that is likely to lead to a breakdown.
For example, the temperatures of different parts can be
analyzed in combination with other factors such as vehicle
mileage and fault codes. Once a machine learning algorithm
has been trained to identify a pattern or combination of fac-
tors that often cause a particular fault, it then becomes pos-
sible to predict problems for individual vehicles no matter
what type of application they are in. You could say that it
will be as if the service was created for a specific vehicle
and its customer. And as we continue to improve our capac-
ity to analyze data, the more accurate these systems will be.
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New safety system to protect cyclists
and pedestrians

Volvo Trucks introduced a new safety system to detect
other road users entering the blind spot on both sides of
the truck. The new safety system uses a dual radar on
each side of the truck that detects when other road users
enter the blind-spot area.

When someone is in the blind spot zone, the system,
called Side Collision Avoidance Support, informs the
driver via a red light on the relevant side mirror. If the
driver indicates a lane change via the turn signal, the red
light starts to flash and a warning sound emits from the
side of the potential collision. The driver is alerted and can
brake the truck, allowing for example a cyclist to pass.

The new system was made available globally on the
Volvo FH, Volvo FM and Volvo FMX with diesel, gas and
electric drivelines in September 2022.

Volvo Group Health & Safety Awards

-

nwu GROUP HEALTH & SAFETY AWARD 2021

10 Years Journey of Be safe Be happy

H&TEH‘ Manth E

Since 2006, the Volvo Group Health & Safety Awards rec-
ognize success and celebrate achievements across all our
sites — from plants and offices to retail and warehouses.

The purpose is to give leaders and teams across the Group
an opportunity to demonstrate their commitment to raising
the health and safety standards, promote well-being and
share their passion for improving our working conditions to
inspire others.

For 2021, over 80 applications were submitted and finally,
five winning achievements were selected. The award cere-
mony was held in Gothenburg in April 2022, with members

2nts in (

China Operation

of the Volvo Group Executive Board present to celebrate the
winning teams.

One of the celebrated best practices were Volvo Con-
struction Equipment in Shanghai, who have been working
consistently with infusing a safety culture in operations and
customer solutions for over a decade. Health and safety
committees with employees and management, emergency
response training, involvement of local and external stake-
holders and arranging safety-focused family days are some
of the tools thev have deployed for over a decade to build
the knowledge, capacity and culture needed to deliver on
their health and safety commitment.
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Ownership and legal form

AB Volvo (publ) with corporate identity
no 556012-5790 is a limited company
and its shares are listed on Nasdag
Stockholm, Sweden. AB Volvo is the
parent company of the Volvo Group
and is headquartered in Gothenburg,
Sweden. The ultimate parent of the
Group is AB Volvo with registered
office at SE-405 08 Gothenburg,
Sweden.

Business activities

The Volvo Group drives prosperity
through transport and infrastructure
solutions, offering trucks, buses, con-
struction equipment, power solutions
for marine and industrial applications,
financing and services that increase
our customers’ uptime and productiv-
ity. Founded in 1927, the Volvo Group
is committed to shaping the future
landscape of sustainable transport
and infrastructure solutions. The Volvo
Group has production in 18 countries
and sell its products in almost 190
markets. A significant part of the
Group’s operations is in Sweden. Other
significant operations are found in the
US, Brazil, India, France and China.

Statutory sustainability report
The Volvo Group has prepared a sustain-
ability report in accordance with the
Global Reporting Initiative’s guidelines
(GRI Standards) and the non-financial
disclosure requirements in the Swedish
Annual Accounts Act. The Volvo Group’s
sustainability report consists of the
Sustainability Notes on pages 147—-185
together with all other relevant sustain-
ability disclosures in this Annual and Sus-
tainability Report, see:
» Strategy and business model,
pages 10—29
» Policies, assessments and results,
pages 147-179
* Material risks and mitigation, pages
68-73 and 148-179
* Key performance indicators,
pages 1560—181, Taxonomy regula-
tion disclosures, page 159-162.

Events after the balance sheet date
No material events have occurred after
the end of the financial year that are
expected to have a material effect on
the Volvo Group’s financial statements.

N
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Financial performance

Higher sales and operating income

For the Volvo Group, 2022 was a year with a strong increase in net sales and an improved operating income, despite challenges created

by geopolitical turmoil, supply chain constraints and high inflationary pressure. Both vehicle and service volumes grew significantly com-

pared with the preceding year.

Industrial Operations Financial Services Eliminations Volvo Group
SEKM Note 2022 2021 2022 2021 2022 2021 2022 2021
Net sales 6,7 459,703 361,062 17,355 13,437 -3,579 -2,283 473,479 372,216
Cost of sales -354,682 -277,048 -10,641 -7,700 3,581 2,285 -361,741 | -282,463
Gross income 105,021 84,013 6,714 5,738 2 2 111,737 89,753
Research and development expenses -22,526 -18,027 - - - - -22,526 -18,027
Selling expenses -26,066 -21,5675 -2,978 -2,384 - - —29,044 -23,959
Administrative expenses -5,867 -4,859 -13 -1 - - -5,880 -4,870
Other operating income and expenses 8 —-4,498 300 -2,876 -54 - - -7,374 246
Income/loss from investments in joint
ventures and associated companies 5,6 -1,333 -54 - - - - -1,333 -54
Income/loss from other investments 132 -15 0 0 - - 132 -15
Operating income 44,862 39,783 848 3,289 2 2 45,712 43,074
Interest income and similar credits 1,315 362 0 - -307 -4 1,008 358
Interest expenses and similar charges -1,512 1,172 0 0 307 4 -1,205 -1,167
Other financial income and expenses 9 -437 926 0 - - - -437 926
Income after financial items 44,228 39,899 848 3,289 2 2 45,077 43,190
Income taxes 10 -11,207 -9,140 -901 -807 -0 -0 -12,108 -9,947
Income for the period 33,021 30,759 -53 2,482 1 1 32,969 33,243
Attributable to:
Owners of AB Volvo 32,722 32,787
Non-controlling interest 247 456
32,969 33,243
Basic earnings per share, SEK 19 16.09 16.12
Diluted earnings per share, SEK 19 16.09 16.12

SEKM Note 2022 2021
Income for the period 32,969 33,243
Items that will not be reclassified to income statement:
Remeasurements of defined benefit plans 20 3,817 6,091
Remeasurements of holding of shares at fair value 19 -45 48
Items that may be reclassified subsequently to income statement:
Exchange differences on translation of foreign operations 10,544 6,715
Share of other comprehensive income related to joint ventures and associated companies 1,279 1,349
Accumulated translation difference reversed to income - -324
Other comprehensive income for the period, net of income tax 15,596 12,938

Total comprehensive income for the period

48,565 46,182

Attributable to:

Owners of AB Volvo

48,140 45,354

Non-controlling interest

425

828

48,565 46,182
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Net sales

During 2022, net sales increased by 27% to SEK 474 billion (372).

Adjusted for currency movements and UD Trucks, which was
divested on April 1, 2021, the sales increase was 17%, of which
vehicle sales increased by 19% due to growing transport volumes,
improving construction activities and price relaization, and service
sales increased by 11%, as high utilization of vehicles and machines
drove demand for spare parts and services.

The truck business’ net sales increased by 25% adjusted for
currency movements and UD Trucks, driven by strong demand for
both new and used trucks as well as services combined with price
realization in most markets. For Construction Equipment, net sales
decreased by 2%, adjusted for currency movements, due to weak
market conditions in China. Overall demand outside of China con-
tinued to be good. Buses’ net sales increased by 23% adjusted for
currency movements, primarily driven by increased demand for
long-distance buses. Net sales for Volvo Penta increased by 17%,
adjusted for currency movements, as both the marine and indus-
trial engine market continued their positive development after the
covid-19 pandemic.

The Volvo Group’s sales of defense material, as defined in the
Swedish Military Equipment Ordinance (1992:1303) section A,
amounted in 2022 to 0.72% (0.63) of net sales.

Operating income

In 2022, the Volvo Group’s adjusted operating income amounted
to SEK 50.5 billion (41.0), excluding a negative impact from provi-
sioning of assets related to Russia in an amount of SEK 4.1 billion
and SEK 0.6 billion relating to costs for claims arising from the

Net sales by operating segment,

European Commission’s 2016 antitrust settlement decision. For
more information, please see Legal Proceedings in Note 24.
Adjusted operating income in 2021 excluded positive effects
of SEK 2.1 billion mainly related to the divestment of UD Trucks.
For information on adjustments, see Key Ratios on page 212.
The adjusted operating margin amounted to 10.7% (11.0).

Profitability was solid in yet another challenging year with
geopolitical turmoil, supply chain constraints and high inflation
pressure. Compared with 2021, the increased adjusted operating
income is mainly an effect of price realization, improved volumes,
and positive currency effects. This was partly offset by higher
material costs, costs related to supply chain disturbances, higher
selling and administrative expenses and increased R&D expenses
relating to investments in the transformational technologies such
as electrification and automation.

Reported operating income amounted to SEK 45.7 billion (43.1).

Net sales SEK bn Operating income SEK bn

18 19 20 21 18 19 20 21 Year
391 432 338 372 473 345 495 275 431 457

Adjusted operating income by

SEKM 2022 2021 % operating segment, SEKM 2022 2021
Trucks 310,536 230,881 35 Trucks 33,821 25,567
Construction Equipment 100,261 92,031 9 Construction Equipment 13,244 12,228
Buses 18,583 13,652 36 Buses 353 59
Volvo Penta 18,102 14,437 25 Volvo Penta 2,530 2,092
Group Functions & Other 16,376 13,459 22 Group Functions & Other -2,911 -2,265
Eliminations -4,155 -3,398 - Eliminations 12 53
Industrial Operations 459,703 361,062 27 Industrial Operations 47,049 37,733
Financial Services 17,355 13,437 29 Financial Services 3,416 3,279
Reclassifications and eliminations -3,579 -2,283 - Reclassifications and eliminations 2 2
Volvo Group' 473,479 372,216 27 Volvo Group adjusted operating income 50,467 41,015
1 Adjusted lfor changes in cgjrremcy rates and acquired and divested operations, Adjustments1 _4.755 2.059
net sales increased by 17%. d d

Volvo Group operating income 45,712 43,074

Net sales by geographical region,

1 For more information on adjusted operating income, please see section for Key ratios

SEKM 2022 2021 %
Europe 187,715 154,296 22 Adjusted operating margin, % 2022 2021
North America 131,632 94,356 40
i Trucks 10.9 1.1
South America 48,400 28,810 68 Construction Eaul " 13.0 13.3
Asia 63,604 62,310 2 Bons ruction =quipmen e o
Africa and Oceania 28,352 21,291 33 uses ' :
. . Volvo Penta 14.0 14.5
Total Industrial Operations 459,703 361,062 27 : 5
Industrial Operations 10.2 10.5
Of which: Volvo Group adjusted operating margin 10.7 1.0
Vehicles 367,234 282,666 30 Volvo Group operating margin 9.7 11.6
Services 92,469 78,396 18
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Change in operating income,

Change
Volvo Group (excluding Currency
SEK bn currency) impact  Total
Operating income 2021 43.1
Change in gross income
Industrial Operations 10.2 10.8 210
Change in gross income Financial Services 0.3 0.7 1.0
Higher credit losses’ -3.7 0.0 -3.7
Sale of tangible and intangible assets -0.5 0.0 -0.5
Divestment of group companies? -1.6 0.0 -16
Higher capitalization of development cost 1.7 0.0 1.7
Higher research and development
expenditures -5.6 -04 -6.0
Higher selling and administrative expenses -3.7 -24 -6.1
Income from investments in joint ventures
and associated companies -1.2 0.0 -12
Higher damages and litigation expenses® -2.0 0.0 -2.0
Restructuring costs -0.1 0.0 -0.1
Other 0.5 -0.4 0.1
Operating income 2022 -5.7 8.3 45.7

1 Including provisioning of assets related to Russia.
2 In 2021 a capital gain of SEK 1.7 bn from the divestment of UD Trucks was included.

3 Includes costs for claims arising from the European Commission’s 2016 antitrust
settlement decision and costs for a civil penalty from the National Highway Traffic
Safety Administration in the US.

Impact of exchange rates on operating income,
Volvo Group, Compared with preceding year, SEK M

Net sales’ 44,031
Cost of sales -32,548
Research and development expenses —442
Selling and administrative expenses -2,375
Other -387
Total effect of changes in exchange rates

on operating income 8,279

1 The Volvo Group sales are reported at monthly average rates.

Impact of exchange rates on operating income

In 2022, changes in exchange rates compared to last year impacted
the Volvo Group’s operating income positively by SEK 8.3 billion.
The impact was related to translation of operating income in for-
eign subsidiaries by SEK 4.5 billion, net flows in foreign currency by
SEK 4.4 billion and revaluation of receivables and liabilities of SEK
—0.6 billion. The translation of operating income was mainly
impacted by the appreciation of BRL, USD and EUR. The net flows
in foreign currency were positively impacted by an appreciation of
USD, AUD and GBP.

2 Read more in Note 4 Goals and policies in financial risk management
regarding Volvo Groups transaction exposure from operating net flows,
graphs 4:4 and 4:6, as well as currency impact on sales and operating
income.

Key operating ratios, Industrial Operations, % 2022 2021
Gross margin 22.8 23.3
Research and development expenses

as % of net sales 4.9 5.0
Selling expenses as % of net sales 5.7 6.0
Administrative expenses as % of net sales 1.3 1.3
Operating margin 9.8 1.0
Expenses by nature, SEK M 2022 2021
Material cost (freight, distribution, warranty)

and purchased services 301,407 232,774
Personnel 65,480 56,944
Amortization/depreciation 20,729 18,720
Other 31,675 20,881
Total 419,191 329,319

Research and development expenses, Industrial Operations

18 19 20 21 Year
159 185 168 180 225
4.2 4.4 51 50 49

Research and development expenses, SEK bn

Research and development expenses
in % of net sales

Net financial items

In 2022, interestincome increased by SEK 0.7 billion and
amounted to SEK 1.0 billion (0.4). Interest expenses was on par
with the previous year and amounted to SEK 1.2 billion (1.2). Other
financial income and expenses amounted to SEK —0.4 billion (0.9).
The change compared with 2021 was primarily due to revaluation
effects on financial assets and liabilities mainly related to derivatives
hedging interest rate exposure in Financial Services.

2> Read more in Note 9 Other financial income and expenses.

Income taxes
The tax expense for the year amounted to SEK 12.1 billion (9.9)
corresponding to an effective tax rate of 27% (23).

Income for the period and earnings per share

In 2022, income for the period amounted to SEK 33.0 billion
(33.0). Earnings per share and diluted earnings per share amounted
to SEK 16.09 (16.12).
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Financial position

Strengthened financial position

In 2022, the Volvo Group returned SEK 26,4 billion to its shareholders and strengthened
the financial position to continue to invest in transformational technologies.

Industrial Operations Financial Services Eliminations Volvo Group
Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31
SEKM Note 2022 2021 2022 2021 2022 2021 2022 2021
Assets
Non-current assets
Intangible assets 12 41,471 36,971 73 98 - - 41,544 37,070
Tangible assets 13
Property, plant and equipment 63,058 54,299 50 48 - - 63,108 54,348
Investment property 54 57 - - - - 54 57
Assets under operating leases 34,109 32,150 21,372 19,658 -11,963 -11,838 43,518 39,969
Financial assets
Investments in joint ventures
and associated companies 5 21,583 20,685 - - - - 21,5683 20,685
Other shares and participations 5 587 524 18 15 - - 605 539
Non-current customer-financing
receivables 15 1,903 1,669 105,536 83,774 -2,375 -2,057 | 105,064 83,386
Net pension assets 20 2,722 2,372 5 - - - 2,727 2,372
Non-current interest-bearing
receivables 16 7,227 1,747 1,153 74 -6,578 -70 1,803 1,752
Other non-current receivables 16 10,997 9,211 227 187 -202 -170 11,022 9,227
Deferred tax assets 10 12,219 9,744 1,969 1,203 0 0 14,189 10,947
Total non-current assets 195,931 169,430 130,404 105,058 -21,118 -14,135 | 305,217 | 260,352
Current assets
Inventories 17 75,382 63,715 307 202 - - 75,689 63,916
Current receivables
Customer-financing receivables 15 1,128 868 89,145 68,352 -1,409 -1,102 88,864 68,118
Tax assets 16 1,489 1,336 570 373 - - 2,059 1,708
Interest-bearing receivables 16 5,690 1,976 0 0 -27 -26 5,663 1,950
Internal funding' 7,991 16,672 - — -7,991 -16,672 = =
Accounts receivables 16 46,672 39,321 1,548 1,455 - - 48,220 40,776
Other receivables 16 21,390 18,103 3,302 1,840 -5,319 -3,201 119,818 16,742
Marketable securities 18 93 167 - - - - 93 167
Cash and cash equivalents 18 76,005 59,435 9,688 3,913 -1,806 -1,223 83,886 62,126
Total current assets 235,840 201,593 104,560 76,135 -16,553 -22,223 | 323,847 | 255,504
Total assets 431,771 371,022 234,964 181,193 -37,671 -36,359 | 629,064 | 515,856

1 Internal funding is internal lending from Industrial Operations to Financial Services.

Balance sheet

In 2022, total assets in the Volvo Group increased by SEK 113.2
billion compared to year-end 2021, whereof SEK 45.9 billion is
related to currency movements. The increase was mainly in inven-
tory, accounts receivables, customer financing receivables and
cash and cash equivalents.

) Read more in Note 15 Customer-financing receivables.
)» Read more in Note 16 Receivables.
2> Read more in Note 17 Inventories.

) Read more in Note 18 Cash and cash equivalents.

No assets and liabilities held for sale were recognized as of
December 31,2022 (-).

) Read more in Note 3 Acquisitions and divestments of operations,
regarding assets and liabilities held for sale.

Investments in joint ventures and associated companies amounted
to SEK 21.6 billion as of December 31,2022 an increase of SEK
0.9 billion compared with year-end 2021.

2> Read more in Note 5 Investments in joint ventures, associated
companies and other shares and participations.



VOLVO GROUP 2022 ‘ BOARD OF DIRECTORS’ REPORT

Industrial Operations Financial Services Eliminations Volvo Group
Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31

SEKM Note 2022 2021 2022 2021 2022 2021 2022 2021
Equity and liabilities
Equity attributable to
owners of AB Volvo 19 143,921 126,546 18,796 14,500 - -2 162,717 141,045
Non-controlling interest 1 3,519 3,073 - - - - 3,519 3,073
Total equity 147,439 129,619 18,796 14,500 - -2 | 166,236 144,118
Non-current provisions

Provisions for post-

employment benefits 20 8,690 12,095 55 82 - - 8,745 12,177

Provisions for deferred taxes 10 3,060 2,774 2,412 2,153 - - 5,472 4,926

Other provisions 21 12,330 10,610 66 49 - 557 12,396 11,216
Total non-current provisions 24,080 25,478 2,533 2,284 - 557 26,613 28,319
Non-current liabilities

Bond loans 22 102,887 79,365 - - - - 102,887 79,365

Other loans 22 25,446 16,488 12,325 10,148 -2,086 -1,823 35,684 24,812

Internal funding’ -110,254  -82,734 98,310 74,223 11,944 8,512 - -

Other liabilities 22 51,351 42,978 1,467 1,557 -7,270 -7,705 45,549 36,831
Total non-current liabilities 69,431 56,096 112,101 85,928 2,587 -1,016 184,119 | 141,008
Current provisions 21 13,095 11,535 24 36 - 383 13,119 11,954
Current liabilities

Bond loans 22 37,794 21,747 - - - - 37,794 21,747

Other loans 22 24,666 21,230 11,163 7,432 -1,247 -962 34,583 27,700

Internal funding' -50,804 -36,176 79,677 63,141 -28,873 -26,964 = =

Trade payables 22 89,174 76,079 1,003 666 - - 90,177 76,745

Tax liabilities 22 6,147 3,720 760 567 - - 6,907 4,287

Other liabilities 22 70,749 61,693 8,906 6,639 -10,138 —-8,354 69,517 59,978
Total current liabilities 177,726 148,293 101,510 78,445 -40,258 -36,281 | 238,977 | 190,457
Total equity and liabilities 431,771 371,022 234,964 181,193 -37,671 -36,359 | 629,064 | 515,856

1 Internal funding is internal lending from Industrial Operations to Financial Services.

The net value of assets and liabilities related to pensions and
similar obligations amounted to a liability of SEK 6.0 billion as
of December 31,2022, a decrease of SEK 3.8 billion compared
with year-end 2021.

Return on capital employed, Industrial Operations %

2> Read more in Note 20 Provisions for post-employment benefits.

On December 31,2022, total equity for the Volvo Group amounted
to SEK 166.2 billion compared with SEK 144.1 billion at year-end
2021. The equity ratio was 26.4% (27.9). On the same date the
equity ratio in the Industrial Operations amounted to 34.1% (34.9).

18 19 20 21 Py Year
224 284 147 253 274

Return on capital employed in Industrial Operations amounted to
27.4% (25.3).
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Net financial position excl. post-employment benefits and

lease liabilities Industrial Operations Volvo Group
SEKM Dec 312022 Dec 312021 Dec 312022 Dec 312021
Non-current interest-bearing assets
Non-current customer-financing receivables - - 105,064 83,386
Non-current interest-bearing receivables 7,227 1,747 1,803 1,752
Current interest-bearing assets
Customer-financing receivables - - 88,864 68,118
Interest-bearing receivables 5,690 1,976 5,663 1,950
Internal funding 7,991 16,672 - -
Marketable securities 93 167 93 167
Cash and cash equivalents 76,005 59,435 83,886 62,126
Total interest-bearing financial assets 97,006 79,998 285,372 217,499
Non-current interest-bearing liabilities
Bond loans -102,887 -79,365 -102,887 -79,365
Other loans -20,611 -11,995 -30,878 -20,343
Internal funding 110,254 82,734 - -
Current interest-bearing liabilities
Bond loans -37,794 —21,747 -37,794 —21,747
Other loans -22,875 -19,575 -32,806 -26,068
Internal funding 50,804 36,176 - =
Total interest-bearing financial liabilities excl. post-employment
benefits and lease liabilities -23,109 -13,772 -204,365 -147,523
Net financial position excl. post-employment benefits and
lease liabilities 73,897 66,227 81,008 69,976
Provisions for post-employment benefits and lease liabilities, net Industrial Operations Volvo Group
SEKM Dec 312022 Dec 312021 Dec 312022 Dec 312021
Non-current lease liabilities —-4,835 -4,492 -4,806 -4,469
Current lease liabilities -1,792 -1,655 -1,777 -1,632
Provisions for post-employment benefits, net -5,968 -9,723 -6,018 -9,805
Provisions for post-employment benefits and lease liabilities, net -12,595 -15,870 -12,601 -15,907
Net financial position incl. post-employment benefits and
lease liabilities Industrial Operations Volvo Group
SEKM Dec 312022 Dec 312021 Dec 312022 Dec 312021
Net financial position excl. post-employment benefits and lease liabilities 73,897 66,227 81,008 69,976
Provisions for post-employment benefits and lease liabilities, net -12,595 -15,870 -12,601 -15,907
Net financial position incl. post-employment benefits and
lease liabilities 61,303 50,356 68,407 54,070

Net financial position
In 2022, net financial assets in Industrial Operations, excluding
provisions for post-employment benefits and lease liabilities,
increased by SEK 7.7 billion resulting in a net financial asset posi-
tion of SEK 73.9 billion on December 31,2022, The change was
mainly explained by a positive operating cash flow of SEK 35.3
billion offset by the dividend paid to AB Volvo shareholders by
SEK 26.4 billion. Currency movements increased net financial
assets by SEK 1.6 billion.

Including provisions for post-employment benefits and lease
liabilities, the Industrial Operations net financial assets amounted

to SEK 61.3 billion on December 31,2022, During 2022 provisions
for post-employment benefits and lease liabilities decreased by
SEK 3.3 billion. This was mainly related to remeasurements of
post-employment benefits of SEK 4.8 billion, partly offset by
negative currency movements of SEK 1.2 billion. The positive
remeasurements were primarily an effect of significantly higher
discount rates in all countries, partly offset by adjustments on
inflation assumptions in Sweden and the Eurozone as well as
lower return on assets.

2> Read more in Note 20 Provisions for post-employment benefits.
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Changes in net financial position, Industrial Operations

SEKbn 2022 2021
Net financial position excl. post-employment benefits and lease liabilities at the end of previous period 66.2 74.7
Operating cash flow 35.3 29.4
Investments and divestments of shares, net -0.9 -7.4
Acquired and divested operations, net’ -0.1 17.9
Capital injections to/from Financial Services -2 1.6
Currency effect 1.6 3.0
Dividend to owners of AB Volvo -26.4 -49.8
Dividend to non-controlling interest -0.0 -
Other changes 0.3 -3.2
Net financial position excl. post-employment benefits and lease liabilities at the end of period 73.9 66.2
Provisions for post-employment benefits and lease liabilities at the end of previous period -15.9 -23.7
Pension payments, included in operating cash flow 1.5 1.8
Remeasurements of defined post-employment benefits 4.8 7.7
Service costs and other pension costs -1.6 -2.0
Investments and amortizations of lease contracts 0.0 0.3
Transfer pensions and lease liabilities to UD Trucks - 1.1
Currency effect -1.2 -0.7
Other changes -0.2 -0.4
Provisions for post-employment benefits and lease liabilities at the end of period -12.6 -15.9
Net financial position incl. post-employment benefits and lease liabilities at the end of period 61.3 50.4

1 In 2021t Includes both the cash flow from the divestment of UD Trucks operations and the inter-company loans that financed the divestment of the customer-financing port-
folio in VFS Japan. This was repaid by UD Trucks at the time of divestment. 3» Read more in Note 3 Acquisitions and divestments of operations.

The Volvo Group’s cash and cash equivalents amounted to SEK
83.9 billion on December 31,2022 compared with SEK 62.1 billion Net financial position, excl. provisions for post-employment
on December 31, 2021. In addition to this granted, but unutilized, benefits and lease liabilities, Industrial Operations SEK bn
credit facilities amounted to SEK 45.5 billion (42.3) on December
31,2022. Cash and cash equivalents include 2.3 (2.8) billion that
is not available to use by the Volvo Group and SEK 14.5 (8.7) billion
where other limitations exist, mainly liquid funds in countries
where exchange controls or other legal restrictions apply.

22> Read more in Note 18 Cash and cash equivalents. 18 19 20 91 Vear

)» Read more in Note 22 Liabilities, regarding the maturity structure on 439 62.6 747 66.2 73.9
credit facilities.
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Cash flow statement

Strong operating cash flow

In 2022, operating cash flow in the Industrial Operations amounted
to SEK 35.3 billion (29.4). The higher operating cash flow compared
with 2021 is primarily an effect of higher operating income. In the
working capital, changes in inventories affected the cash flow
positively compared to 2021. This was offset by a decrease in trade
payables and an increase in accounts receivables compared to prior
year. The total changes in working capital largely remained on par
with 2021.

Operating cash flow in Financial Services was negative in an
amount of SEK —=22.8 billion (-12.7). The change compared to
2021 was mainly due to significantly higher increase of new
business volume in the credit portfolio.

Investments and disposals
The Industrial Operations’ investments in tangible and intangible
assets during 2022 amounted to SEK 16.6 billion (12.5).

Trucks investments in tangible and intangible assets amounted
to SEK 13.4 billion (9.8). The major investments were related to
industrial efficiency measures such as replacement and extension
at the Képing plant in Sweden as well as the ongoing replacement
of casting process equipment in Skdvde, Sweden. Capital expendi-
tures were also related to product upgrades and renewals such as
the development of battery electrical and fuel-cell electrical trucks
with both product development activities and required adaptations
in the plants. Investments in dealer networks and workshops were
primarily made in Europe, mainly for optimization and replacements.

Investments in Construction Equipment amounted to SEK 1.4
billion (1.2). The major investments in the plants were mainly
related to industrial efficiency measures primarily in Europe and
US. The product related investments during the year were mainly
related to product upgrades and continued electrification with
both product development activities and investments in adapta-
tions in the plants.

The investments in Buses were SEK 0.4 billion (0.4), and in
Volvo Penta SEK 0.8 billion (0.7).

The investment level for tangible assets during 2022 increased
by SEK 2.5 billion compared to 2021, During 2023 investments
in property, plant and equipment are expected to continue upwards.
Optimization of the industrial footprint, product related tooling,
replacements as well as dealer investments will continue to be the
main areas.

Investments and divestments of shares

In 2022, investments and divestments of shares had a negative
impact on cash flow of SEK —0.9 billion (=7.4). The negative impact
was mainly due to capital injections of SEK 0.9 billion in the joint ven-
ture cellcentric GmbH & Co. KG.

2> Read more in Note 5 Investments in joint ventures, associated companies
and other shares and participations.

Acquired and divested operations

In 2022, acquired and divested operations had a negative impact
on cash flow of SEK —0.1 billion (22.0). The positive impact in 2021
was mainly due to the divestment of UD Trucks by SEK 22.8 billion.

2 Read more in Note 3 Acquisitions and divestments of operations.

Financing and dividend

In 2022, net borrowings increased by SEK 34 billion, mainly due

to significantly higher new business volume in the credit portfolio.
During 2022, dividends of in total SEK 26.4 billion (49.8) were paid.
These consists of an ordinary dividend of SEK 6.50 per share, and
one extra dividend of SEK 6.50 per share.

2> Read more in Note 29 Cash flow regarding change in loans.

Change in cash and cash equivalents
In 2022, Cash and cash equivalents increased by SEK 21.8 billion
and amounted to SEK 83.9 billion on December 31, 2022.
> Read more in Note 18 Cash and cash equivalents regarding
the accounting policy.

2> Read more in Note 29 Cash flow regarding principles
for preparing the cash flow statement.
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Industrial Operations Financial Services Eliminations Volvo Group
SEKM Note 2022 2021 2022 2021 2022 2021 2022 2021
Operating activities
Operating income 44,862 39,783 848 3,289 2 2 45,712 43,074
Amortization intangible assets 12 2,918 2,757 53 36 - - 2,971 298!
Depreciation tangible assets 13 8,601 7,238 25 26 - - 8,626 7,264
Depreciation leasing vehicles 13 4,408 4,301 4,724 4,361 0 0 9,132 8,663
Other non-cash items 29 3,403 -1,444 3,675 453 -14 -7 6,964 -998
Total change in working capital whereof -2,532 -2,270 -26,294 -16,054 152 853 —28,674 —17,471
Change in accounts receivables -5,600 -1,999 -170 -64 - - -5,770 -2,062
Change in customer-financing receivables -169 -623 -26,330 -15,619 148 871 | -26,350 —15,370
Change in inventories -5804 -12,438 -106 151 - - =5,911 -12,287
Change in trade payables 7,749 13,137 282 37 - - 8,031 13,174
Other changes in working capital 1,293 -347 30 -559 4 -19 1,327 -925
Dividends received from joint ventures and
associated companies 70 769 - - - - 70 769
Interest and similar items received 1,055 347 0 0 56 18 1, 365
Interest and similar items paid -1,147 -854 0 6 290 -6 —-856 -854
Other financial items -199 -307 - - - - -199 -307
Income taxes paid —10,019 -8,657 -1,596 —-994 = - —11,614 —9,651
Cash flow from operating activities 51,423 41,664 -18,565 -8,877 386 860 33,244 33,647
Investing activities
Investments in intangible assets -5,361 -3,737 -29 15 - - -5,390 -3,722
Investments in tangible assets -11,287 -8,806 =14 -3 - - 11,301 -8,809
Investment in leasing vehicles -1 -37 -9,173 -9,291 19 21 =9;158 -9,308
Disposals of in-/tangible assets and leasing vehicles 553 356 5,026 5,495 —21 -15 5,558 5,837
Operating cash flow 35,327 29,440 -22,756 -12,662 384 866 12,956 17,645
Investments of shares 5 -1,085 -7,384
Divestments of shares 5 157 -
Acquired operations 3 —265 —789
Divested operations 3 153 22,773
Interest-bearing receivables incl marketable securities -158 -87
Cash flow after net investments 11,758 32,158
Financing activities
New borrowings’ 29 177,532 89,141
Repayment of borrowings’ 29 —143,551 -96,113
Dividend to owners of AB Volvo -26,435 | -49,820
Dividend to non-controlling interest -19 -631
Other —44 -132
Change in cash and cash equivalents
excl. translation differences 19,241 | -25,396
Translation difference on cash and cash equivalents 2,520 2,316
Change in cash and cash equivalents 21,761 | -23,080
Cash and cash equivalents, beginning of year 18 62,126 85,206
Cash and cash equivalents, end of year 18 83,886 62,126

1 Non-cash items from unrealized currency effects and currency translation are adjusted on new borrowings and repayments of borrowings.

Operating cash flow, Industrial Operations SEK bn

18 19
26.6 38.3

20 21
18.5 294 353

Year

Investments in property, plant and equipment,
Industrial Operations

Property, plant
and equipment,
SEKBn

Property, plant
and equipment,
9% of net sales

18 19 20 21 Year
7.0 81 57 88 M3
18 19 1.8 24 25
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Changes in consolidated equity

Equity attributable to owners of AB Volvo
Non-

Share Other  Translation Retained controlling Total
SEKM Note capital reserves' reserve earnings Total interest equity
Balance as of December 31,2020 2,562 230 -2,778 145,281 145,295 2,847 148,142
Income for the period - - - 32,787 32,787 456 33,243
Other comprehensive income
Remeasurements of defined benefit plans 20 - - - 6,091 6,091 - 6,091
Remeasurements of holding of shares at fair value 5,19 - 48 - - 48 - 48
Exchange differences on translation
of foreign operations - - 5,403 - 5,403 372 5,775
Share of other comprehensive income related
to joint ventures and associated companies - - - 1,349 1,349 - 1,349
Accumulated translation differences
reversed to income - - -324 - -324 - -324
Other comprehensive income for the period - 48 5,079 7,440 12,566 372 12,938
Total comprehensive income for the period - 48 5,079 40,227 45,354 828 46,182
Transactions with shareholders
Dividends to owners of AB Volvo - - - —-49,820 -49,820 -631 -50,451
Changes in non-controlling interests - - - - - 26 26
Other changes - -270 - 486 216 4 220
Transactions with shareholders - -270 - -49,334 -49,604 -602 -50,206
Balance as of December 31, 2021 2,562 8 2,301 136,174 141,045 3,073 144,118
Income for the period - - - 32,722 32,722 247 32,969
Other comprehensive income
Remeasurements of defined benefit plans 20 - - - 3,817 3,817 - 3,817
Remeasurements of holding
of shares at fair value 5,19 - -45 - - -45 - -45
Exchange differences on translation
of foreign operations - - 10,366 - 10,366 179 10,544
Share of other comprehensive income related to
joint ventures and associated companies - - - 1,279 1,279 - 1,279
Accumulated translation differences
reversed to income - - - - - - -
Other comprehensive income for the period - -45 10,366 5,096 15,417 179 15,596
Total comprehensive income for the period - -45 10,366 37,818 48,140 425 48,565
Transactions with shareholders
Dividends to owners of AB Volvo - - - -26,435 -26,435 -19 -26,454
Changes in non-controlling interests - - - - - 40 40
Other changes - - - -33 -33 - -33
Transactions with shareholders - - - -26,468 -26,468 20  -26,447
Balance as of December 31, 2022 2,562 -37 12,667 147,524 162,717 3,519 166,236

1 J» Read more in Note 19 Equity and number of shares regarding specification of other reserves.
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Financial management

Stable credit rating

The objectives of the financial management in the Volvo Group is
to assure shareholders long-term attractive total return and debt
providers the financial strength and flexibility to secure proceeds
and repayment. A long-term competitive business requires access
to capital to be able to invest. Financial management ensures that
the capital is used in the best possible way through well-defined
ratios and objectives for the Industrial Operations as well as for
the customer finance operations in Financial Services.

The objective on Group operating margin and return on equity for
Financial Services are intended to secure the return requirements
from shareholders. The target on no net financial indebtedness
under normal circumstances in the Industrial Operations and the
equity ratio for Financial Services are there to secure financial stability.

Steering principles to ensure financial flexibility

To ensure financial stability and flexibility throughout the business
cycle the Volvo Group holds a strong liquidity position. Besides
cash and marketable securities, the liquidity position is built up of
revolving committed credit facilities. Funding and lending in Financial
Services are in local currency and the portfolio is matched both from
an interest and a liquidity risk perspective, in accordance with the
Volvo Group policy. For further information, please see Note 4 to
the Consolidated financial statements.

Diversified funding sources

The Volvo Group has centralized the portfolio management of
financial assets and liabilities, funding operations and cash manage-
ment through the internal bank, Volvo Treasury. The liability port-
folio is separated into two portfolios, one for Industrial Operations
and one for Financial Services, to correspond to the needs of the
different operations. Volvo Treasury works to assure the possibility
to access capital markets at all times through diversified funding
sources. To access capital markets around the world, the Group
uses different instruments, such as bilateral bank funding, corpor-
ate bonds and certificates, agency funding as well as securitization
of assets in Financial Services’ credit portfolio. An increasingly import-
ant part of the treasury work is to manage increased funding needs
in new growth markets.

Green Finance Framework

Volvo Group has a Green Finance Framework for the financing

of investments and projects in the area of clean transportation.
The framework enables the Group to issue green bonds and other
green financial instruments and allows it to identify, select, manage
and report on eligible projects and assets in line with International
Capital Market Association Green Bond Principles. The funds will
be earmarked to projects in areas such as R&D and manufacturing
of electric vehicles, machines and engines with zero tailpipe emis-
sions. Funds will also be used by Volvo Financial Services to offer
green loans to customers who buy the Group’s electric products.
The Green Finance Framework has been subject to an independent
external assessment by CICERO Shades of Green, which has classi-
fied it as Dark Green — their highest level.

Volvo Group liquidity position, December 31,2022
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Credit rating, February 27,2023

Short-term Long-term
Moody’s (Corporate Rating) P-1 A2, stable
S&P (Corporate Rating) A-2 A-, positive
R&I (Japan) a-1 A+, stable

A strong and stable credit rating is important
Being a large issuer of bonds, it is critical to have a strong and stable
credit rating. The level of the credit rating is not only important for
debt investors but also for a number of other stakeholders when it
comes to creating long-term relationships. A strong credit rating
has a positive effect on the ability to attract and finance customers’
purchases of the Group’s products and on the trust from suppliers.
It also gives access to more funding sources and lower cost of funds.
The Volvo Group has contractual relations with two global Credit
Rating Agencies for solicited credit ratings: Moody’s Investors Service
(Moody’s) and Standard & Poors’ Rating Services (S&P). During
2022, both Moody’s long-term rating of A2, stable, and S&P’s rating
of A-, positive were unchanged.
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Trucks

Increased sales and continued dﬁ

good profitability

In 2022, net sales in the truck business increased by 35% to SEK
310,536 M. The increase was as a consequence of strong demand
for both trucks and services in most markets around the world.
The global supply chain constraints which followed the covid-19
pandemic limited production in 2022, which meant that deliveries
of trucks could not fully meet customer demand. The adjusted
operating income amounted to SEK 33,821 M (25,567) corre-
sponding to an adjusted operating margin of 10.9% (11.1).

Market development, heavy-duty trucks
Thousands
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Good demand in most markets

In 2022, demand for both new and used vehicles continued to be
good in Europe and North America. Customers’ fleets have been
utilized a lot and aged in recent years as an effect of constraints

in the production of trucks due to the strained supply chains. This
has led to a pent-up need to replace aging trucks and an increased
need for spare parts and services.

In Brazil, the agricultural segment drove demand on the back of a
record harvest, high prices for crops and a pre-buy ahead of the Euro
VI emissions legislation that was implemented on January 1,2023.

The Chinese truck market continued to decline due to lower
economic activity and lower freight prices and contacted more
than 50% during the year.

Demand for trucks in India continued to grow, spurred on by
increased consumption, pent-up demand and increased govern-
ment investments in infrastructure.

Orders and deliveries
In 2022, net order intake to the Group’s wholly-owned truck oper-
ations decreased by 16% to 217,779 (257,856) trucks, excluding
UD Trucks. Order intake increased in South America and Asia,
whereas it decreased in Europe, North America, and Africa and
Oceania. Demand was strong as customers in many markets
wanted to both replace old trucks and expand their fleets. How-
ever, this was not fully reflected in the order intake, as the Group’s
truck brands were restrictive in slotting orders into production due
to large order books, long delivery times and to manage cost inflation.
During the year, a total of 232,558 trucks were delivered from
the Group’s wholly-owned operations, an increase of 177% com-
pared with 198,464 trucks in 2021, excluding UD Trucks. However,

Adjusted operating income’ and
adjusted operating margin

long-haulage and construction work to
light-duty trucks for distribution. The
offer also includes maintenance and
repair services, financing and leasing.

Position on the world market
Volvo Group is one of the world’s largest
manufacturers of heavy-duty trucks.
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Battery-electric in Europe

Europe (EU29)’
16,5 18.4
88 94
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- Volvo * Renault  Volvo Renault China
Volvo  Mack Trucks Trucks 122 124
. 37 38
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India Heavy Medium
305300 Dongfeng?
68 7.2
|
Heavy Medium
H 2
Brazil Eicher
00,0 246 South Africa
18.6
168 Australia
17.0
Volvo 129
Volvo I 44 50
m
Volvo  Mack
1 The EU, Norway and Switzerland.
2 Volvo Group holds 45.6% in VECV, which produces
Deliveries by market II;ichefr tructks, aknd 45% in DFCV, which produces
No. of trucks 2022 2021 g S Ul
Deliveries excluding UD Trucks
Europe 113,245 98,600
North America 56,535 47,613
South America 31,958 28,609
Asia 19,066 14,814
Africa and Oceania 11,754 8,828 Net sales and operating income
Total deliveries excluding UD Trucks 232,558 198,464 SEKM 2022 2021
1 —
YD Tirucks 3,994 Net sales excluding UD Trucks
Total deliveries 232,558 202,458 Europe 137,177 107,794
Deliveries excluding UD Trucks North America 92,582 65,281
Heavy duty (>16 tons) 197,249 167,290 South America 38,254 23,527
Medium duty (7—16 tons) 15,475 13,136 Asia 23,988 16,609
Light duty (<7 tons) 19,834 18,038 Africa and Oceania 18,535 12,233
Total deliveries excluding UD Trucks 232,558 198,464 Total net sales excluding UD Trucks 310,536 225,444
UD Trucks' - 3,994 Of which
Total deliveries 232,558 202,458 Vehicles 245,681 172,163
Volvo 145,195 122,525 Services 64,855 53,281
UD Trucks' - 3,994 UD Trucks' - 5,348
Renault Trucks 58,967 51,460 Total net sales 310,536 230,881
Mack 26,801 23,631 Adjusted operating income? 33,821 25,567
Other brands 1,595 848 Adjustments? 1,845 1,781
Total deliveries 232,558 202,458 Operating income 31,976 27,349
Non-consolidated operations Adjusted operating margin, % 10.9 111
VE Commercial Vehicles (Eicher) 61,119 51,777 e mEr, Y 10.3 1.8
Dongfeng Commercial Vehicle )
Company (Dongfeng Trucks) 86,920 177,430 1 UD Trucks was divested on April 1,2021.

2 For information on adjusted operating income, please see Key Ratios

1 UD Trucks was divested on April 1, 2021. on page 212.
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both the production and the delivery of trucks were hampered by
supply chain disturbances relating to semiconductors and other
components as well as lack of freight capacity.

The Volvo Group is rapidly expanding its offer of fully-electric
light-, medium- and heavy-duty trucks. Total order intake for fully-
electric trucks increased by 242% to 3,633 (1,062) vehicles and
deliveries of fully-electric trucks increased by 226% to 1,211 (371)
vehicles.

Solid performance

In 2022, net sales in the truck operations increased by 35% to
SEK 310,536 M (230,881). Adjusted for currency movements and
UD Trucks, which was divested on April 1, 2021, net sales increased
by 25%, of which vehicle sales increased by 30% and service sales
by 10%.

Adjusted operating income amounted to SEK 33,821 M (25,567),
corresponding to an adjusted operating margin of 10.9% (11.1).
Adjusted operating income in 2022 excludes a negative effect
of SEK 1,215 M primarily from provisioning of assets related to
Russia and SEK 630 M relating to costs for claims arising from
the European Commission’s 2016 antitrust settlement decision.
For more information, please see Legal Proceedings in Note 24,
Adjusted operating income in 2021 excluded positive effects of
SEK 1,781 M. For information on adjustments, see Key Ratios on
page 212.

The higher earnings were mainly an effect of price realization on
both vehicles and services, which were partly offset by increased
material costs, higher R&D and selling expenses as well as higher
freight costs. Before the divestment on April 1, 2021, UD Trucks
had a marginally positive impact on adjusted operating income.

Reported operating income amounted to SEK 31,976 M
(27,349). Currency movements had a positive impact of SEK
3,935 M compared with 2021.

Important events

In March, Volvo Trucks in North America received an order for 110
Volvo VNR Electric trucks from the global logistics company Maersk.
The deal adds to a previous order of 16 trucks of the same model
in 2021 and marks the single largest commercial order to date for
Volvo’s electric trucks. Read more about the rollout of electric
trucks starting on page 30.

Also in March, Renault Trucks announced the expansion of its
all-electric range and the start of sales in 2023 of two new models
of up to 44 tonnes, the Renault Trucks T E-Tech for regional trans-
port and the Renault Trucks C E-Tech for the construction industry.

In May, Volvo Group opened its very first assembly plant for
battery packs. Located in Ghent, Belgium, the plant supplies
ready-to-install batteries for fully electric heavy-duty trucks and
other Group products.

As the world’s first truck manufacturer to do so, Volvo Trucks
announced that it would introduce fossil-free steel in frame rails
in its battery-electric trucks. The steel is produced by the Swedish
company SSAB, see page 36.

In June, Volvo Trucks showcased a new zero-emission fuel-
cell truck powered by hydrogen. The fuel cells were supplied by

1,000 electric trucks produced in
Blainville-sur-Orne, France

The Volvo Group’s plant in Blainville-sur-Orne, France has
been serial-producing medium-duty 100% electric trucks
for Volvo Trucks and Renault Trucks since 2020. Proof of
the success of this carbon-free mobility offer is that the
plant in October surpassed a production number of 1,000
electric trucks of 16, 19 and 26 tonnes used throughout
Europe. In operation since 1956, the plant in Normandy
specializes in the manufacturing of medium-duty trucks
and truck cabs. Ever since the start of series production in
March 2020, demand for electric trucks has been growing.
Thanks to excellent production flexibility with continuous
adaptation of industrial tooling, the production capacity of
electric trucks has continued to increase to meet growing
demand. The plant is ready to meet the expected volume
ramp-up as more and more customers choose to buy electric
trucks. In 2022, half of the electric trucks sold in Europe
were produced in the plant in Blainville.

cellcentric, the joint venture between the Volvo Group and Daimler
Truck AG, intends to build one of Europe’s largest series-production
facilities for fuel cells specially developed for heavy vehicles.

In September, as the first global truck manufacturer, Volvo Trucks
started series production of heavy electric trucks with up to 44
tonnes in gross combination weight when the Volvo FH, Volvo FM,
and Volvo FMX models were added to the line-up. These three
models represent around two thirds of Volvo Trucks’ sales.

In October, Renault Trucks announced the opening of pre-orders
for the heavy electric trucks for regional transport and urban con-
struction, extending the current offer. These new 44-tonne electric
trucks will be produced at the plant in Bourg-en-Bresse, France.

In October, Volvo Trucks announced that they would deliver 20
fully electric heavy-duty trucks to Amazon in Germany by year
end. XPO Logistics, a long-standing customer of Renault Trucks,
accelerated its transition to a sustainable fleet in France with
a landmark investment in 100 electric Renault Trucks vehicles.
Delivery of the battery-electric trucks began in Q4 2022 and
will continue until 2024,

In November, the Volvo Group and North America-based Pilot
Company signed a Letter of Intent for the development of a public,
high-performing charging infrastructure for medium- and heavy-
duty electric vehicles.
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Fully electric trucks Net order intake Deliveries
2022 2021 2022 2021

Volvo 1,846 440 554 121

Renault Trucks 1,743 613 647 249
Heavy- and medium-duty 804 290 379 64
Light-duty 939 323 268 185

Mack 44 9 10 1

Total 3,633 1,062 1,211 37
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Construction Equipment

Continued good profitability

2022 was characterized by consistent demand across most regions
amid ongoing infrastructure investments. Volvo Construction Equip-
ment’s (Volvo CE) net sales in 2022 rose by 9% to SEK 100,261 M.
Deliveries however declined by 19% due to the combination of high
deliveries in 2021, the effects of a slowdown in China and halted
sales in Russia. Adjusted operating income amounted to SEK
13,244 M (12,228) corresponding to an adjusted operating margin
of13.2% (13.3).

Market develop-

320 ment in Volvo
| — CE's product
" 160 ranges,
construction
80 equipment
/,,/ 0 Thousands
20
18 19 20 21 22* Year
167 178 157 202 199 == Europe

134 143 127 152 162 w= N, America

21 25 29 47 51 S. America
219 195 187 219 228 Asia (excl. China)
292 317 411 393 250 China

37 31 31 45 54 mm Africa & Oceania

*Rollling 12 months per November

Volvo CE is one of the leaders in the devel- Net sales

opment of products and services for the
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Global markets at good levels

Overall demand, outside of China continued to be good in 2022.
Demand in North America continued to be robust driven by a good
economic activity and infrastructure projects. The South American
market was supported by high activity in the commodity segment.
In Europe the market grew in the beginning of the year, but demand
flattened in the second half of the year as macro-economic uncer-
tainty and higher interest rates made customers more cautious.
The slowdown in China, the largest global market for construction
equipment, was caused by lower economic activity combined with
restrictions and lockdowns related to covid. In other markets in
Asia, government stimulus programs and high commodity prices
provided buoyancy to demand.

Increased sales and maintained profitability

In 2022, net sales in Construction Equipment increased by 9%
to SEK 100,261 M (92,031). Adjusted for currency movements,
net sales decreased by 2%, of which machine sales decreased by
3% and service sales increased by 6%.

Adjusted operating income amounted to SEK 13,244 M
(12,228), corresponding to an adjusted operating margin of 13.2%
(13.3) excluding adjustments of SEK =338 M (0). For information
on adjustments, please see Key Ratios on page 212.

Compared with 2021, the higher adjusted operating income
was an effect of price realization and positive mix effects, which
were partially offset by increased material costs, selling expenses,
freight costs and R&D expenses.

Reported operating income amounted to SEK 12,907 M
(12,228). Currency movements had a positive impact of SEK
3,472 M compared with 2021.

Adjusted operating income’ and
adjusted operating margin

construction, extraction, waste process-
ing and materials handling sectors.

Position on the world market

One of the world’s leading manufacturers
of haulers, wheel loaders and excavators. It
also produces road construction machines
and compact equipment. The offering also
includes services such as customer support
agreements, machine control systems,
attachments, financing and leasing.

18 19 20 21

By market, %

Number of regular employees
14,797 (13,847).

84 89 81 92 100 SEKbn

o
© To
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Share of Group

18 19 20 21 Year
134 134 124 13.3 13.2 wm %
113 119 101 122 13.2 SEKBn

@ Construction
equipment, 85%
® Services, 15%

1 For information on adjusted operating
income, see Key Ratios on page 212.
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Volvo CE partners on Sweden’s largest
fossil-free worksite

More than 2,000 tons of CO, will be saved in a partner-
ship to transform a 100-year-old meat-packing district in
Stockholm, Sweden, setting a new benchmark for almost
entirely fossil-free construction sites. Volvo CE is working
with the City of Stockholm, construction company
Skanska, Volvo CE dealer Swecon and other like-minded
partners in the pioneering urban development of Stock-
holm city’s meat packing district. The EC230 Electric,

a new 23-ton battery electric excavator from Volvo CE,
will play a key role in constructing the neighborhood of
3,000 homes and 14,000 workplaces — helping to build
with the lowest possible greenhouse gas emissions.

Perform to transform

With solid profitability as the base, Volvo CE is continuing to invest
in new technologies, such as electrical products, in order to meet
the increasing demand for sustainable solutions from customers.
With the global rollout of Volvo CE’s electric machines along with
services to reduce customers’ carbon impact, Volvo CE is proving
that it is possible to lead the decarbonization transition while
maintaining its strong financial performance.

Important events

Volvo CE became the first manufacturer in the world to deliver a con-
struction machine built using fossil-free steel to a customer — show-
ing that the decarbonization journey requires changes in the whole
value chain, including suppliers, and not only in the use phase of the
products. It also proved that partnership is the key to accelerating the
implementation of low- or zero-carbon innovations across the value
chain. The steel comes from SSAB, see page 36.

And with its continued global roll-out of electric machines across
markets in Europe, North America and Asia, Volvo CE is supporting
the journey towards emission free jobsites in a growing number of
markets. In 2022, Volvo CE introduced its first fully electric
machine also on the Asian market, the ECR25 Electric excavator.
The 23-ton EC230 Electric excavator — the largest electric machine
in the portfolio — was brought to selected markets, making sustain-
able solutions in the mid-size range more accessible to customers.

In May, Volvo CE invested in Limach, a manufacturer of electric
excavators for the domestic Dutch market. The collaboration will see
the development of electric construction machines using Limach’s
proven Li-lon battery technology applied to conventional Volvo CE
products as a base. The internal combustion engine on select exca-
vators will be replaced by a Limach developed electrification kit.

Net sales and operating income
SEKM 2022 2021

Europe 30,194 29,524
North America 22,294 16,583
South America 6,491 3,951
Asia 34,228 36,427
Africa and Oceania 7,054 5,546
Total net sales 100,261 92,031
Of which

Construction Equipment 85,465 79,390

Services 14,796 12,641
Adjusted operating income'’ 13,244 12,228

Adjustments’ -338 0

Operating income 12,907 12,228
Adjusted operating margin, % 13.2 13.3
Operating margin, % 12.9 13.3

1 For information on adjusted operating income, see Key Ratios on page 212.

Deliveries by market

Number of machines 2022 2021
Europe 16,767 20,453
North America 7,663 6,217
South America 4,875 4,263
Asia 48,153 65,635
Africa and Oceania 3,451 3,303
Total deliveries 80,909 99,871
Large and medium construction
equipment’ 58,110 73,144
Compact construction equipment? 22,799 26,727
Of which
Fully electric 598 321
Total deliveries 80,909 99,871
Of which
Volvo 39,327 39,903
SDLG 41,339 59,753
Of which in China 34,545 51,819

1 Excavators >10 tons, wheel loaders engine power >120 hp, articulated
haulers, rigid haulers and road machinery products.

2 Excavators <10 tons, wheel loaders engine power <120 hp, skid steer
loaders and backhoe loaders.

Following the unveiling of its dedicated fuel cell test lab at the
R&D Center in Eskilstuna, Sweden in 2021, Volvo CE in 2022
revealed its first fuel cell prototype in the form of a concept hydro-
gen fuel cell articulated hauler — an important milestone in its drive
towards a net-zero future where fuel cells, batteries and internal
combustion engines powered by biofuels play an important role.

In services, Volvo CE launched a new CO, Reduction Program,
aimed at helping customers realize their own unique goals towards
decarbonization, and other pioneering digital solutions such as
Connected Map and a Collision Mitigation System, designed to
boost productivity, fuel efficiency and safety.

Volvo CE also announced a SEK 360 M investment in its articu-
lated hauler plant in Braas, Sweden. Over the coming years the plant
will be adapted to be able to produce a larger range of articulated haul-
ers with different types of powertrains, including electric drivelines.
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Buses
A recovery in the
bus market

The year 2022 was characterized by a recovery in travel following
the covid-19 pandemic. Demand for city buses and coaches increased,
which contributed to a 36% rise in net sales to SEK 18,583 M.
The adjusted operating income amounted to SEK 353 M (59), with
an adjusted operating margin of 1.9% (0.4).

During the year, the implementation of Volvo Buses’ vision
“being the most desired and successful provider of sustainable
people transport solutions, driving value creation through innova-
tion, partnership and people” and the focus on its strategic priori-
ties continued, with local adjustments and developments. The
strategic priorities consist of five different components: profitable
growth, accelerated electromobility, grow services and solutions
sales, leverage partnerships and development of people and culture.

Increased demand after covid-19

As the effects of the pandemic began to wane, demand for long-
distance buses and services were the first to recover. The order
intake for long-distance buses improved significantly, primarily

in North and South America, with several large orders from Brazil
and Mexico and for Prevost in North America. Demand also grew
in the city bus segment.

Total order intake rose by 54% to 6,459 units (4,197) and deliv-
eries increased by 29% to 5,815 units (4,522). The utilization
level in customers’ bus fleets also rose, which contributed to an
improvement in service sales of 38% to SEK 4,398 M.

The changeover to electrified buses in cities continued and the
global demand for electrified solutions increased. To meet this
growing demand, there is a global offering for electric buses, the
Volvo BZL Electric chassis, which was launched in 2021. The Volvo
BZL Electric meets the highest standards of driving safety, opera-

Volvo Buses is a leader in the development Net sales

of sustainable people transport solutions.

BRANDS
Volvo

e
s »
Prevost
b _._j__.l _

tion and road safety and has been designed to be 90% recyclable.
The chassis offers customers a robust platform with a long service
life for efficient, sustainable public transport. As part of our focus
on electrified vehicles, Prevost launched a development project
with the aim of being able to offer customers an electric coach.

Total order intake for fully electric buses rose by 36% to 304
units (223), while deliveries increased by 14% to 240 units (211).

As a result of the pandemic and the global situation, the year
was also characterized by problems in the supply chain. The avail-
ability of components and transport was limited and this led to
challenges in purchasing, logistics and production. A considerable
amount of work went into reducing the negative effects and safe-
guarding deliveries to customers.

Improved profitability

Volvo Buses’ net sales increased by 36% to SEK 18,583 M (13,652).
Adjusted for currency movements, net sales increased by 23%,
with vehicle sales increasing by 23% and service sales increasing
by 25%.

Adjusted operating income amounted to SEK 353 M (59),
which corresponded to an adjusted operating margin of 1.9%
(0.4). There were no adjustments in 2022 (20). For information
on adjustments, please see Key Ratios on page 212.

The improved earnings were mainly an effect of increased
vehicle and service volumes. Price adjustments to a large extent
counteracted cost increases for material.

Reported operating income amounted to SEK 353 M (78).
Currency movements had a positive impact of SEK 310 M
compared with 2021,

Adjusted operating income’ and
adjusted operating margin

The offering includes premium city and
intercity buses, coaches, and chassis as
well as services for increased productivity,
uptime and safety. Volvo Buses has sales
in 85 countries and a global service net-
work with more than 1,500 dealerships
and workshops. Production facilities are
found in Europe, North America and South
America.

26 31 15 14

By market, %

o ©
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Position on the world market

Volvo Buses is one of the world’s largest
manufacturers of premium buses and
coaches.

Number of regular employees
5,325 (5,117).

18 19 20 21 !Year

19 SEKbn

Share of Group

% 18 Year
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765 1337
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59 353 SEKM

—452

As of October 1, 2021, the operations of Nova
Bus were reclassified from the Buses segment
into Group Functions and Other. To facilitate
comparability, financial numbers for 2020 and

@ Vehicles, 76% 2021 have been restated.

® Services, 24%

1 For information on adjusted operating
income, see Key Ratios on page 212.
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New operational model for public
transport in Chile

To meet demand for a new operational model for public trans-
port in Santiago, Chile, Volvo Buses and Volvo Financial Ser-
vices established a partnership with the operators RedBus
and Metropol. This meant that the two Volvo companies could
jointly solve the wishes for maximum uptime and safety as
well as financing.

Volvo Buses started delivery of the 564 buses in 2022 and
is responsible for certification of their maintenance through-
out the contract period. Volvo Buses is also responsible for
training drivers and service personnel, providing spare parts
and for digital services for operational management and mon-
itoring of the buses, while Volvo Financial Services owns the
buses run by operators RedBus and Metropol. The business
model is the first on the continent.

“We believe that the new operational model with partner-
ships between several different actors can become the stan-
dard for other major cities in Latin America as it raises the
quality of public transport while facilitating financing for oper-
ators and transport authorities) says Dan Pettersson, Senior
Vice President at Business Unit Chassis.

Launch of Volvo Connect
Volvo Connect, including the unique Zone Management solution,
a portal where customers have access to Volvo Buses’ service
offerings and connected services was launched as an important
means of increasing sales of services and improving customer service.
The responsibility for digital and connected services was assigned
to a new unit within Volvo Buses, Digital Services & Solutions, in
order to further strengthen and develop the offering to customers
in this area.

Major orders for buses based on new coach platform

During the summer, a new coach platform was launched for pre-
mium coaches and chassis. With a power output of up to 500 hp
and potential fuel savings of 9%, the new platform offers custom-
ers operating tourist and charter coaches as well as public trans-
port services the potential to lower costs and reduce emissions.
The new platform is designed for global use but provides signifi-
cant flexibility for local market adaptations. It is supplied both as
a complete coach and as a chassis. In the autumn, several orders
were placed for buses based on the new platform, including 330
long-distance coaches for Mexico. In Europe, 219 orders were
received for the new platform.

Net sales and operating income’

SEKM 2022 2021
Europe 6,034 5,886
North America 6,521 4,089
South America 3,154 882
Asia 1,372 1,371
Africa and Oceania 1,502 1,423
Total net sales 18,583 13,652
Of which

Vehicles 14,185 10,459

Services 4,398 3,192
Adjusted operating income? 353 59
Adjustments? 0 20
Operating income 353 78
Adjusted operating margin, % 1.9 0.4
Operating margin, % 1.9 0.6

1 The operations of Nova Bus were reclassified from the Buses segment
into the segment Group Functions and Other as of October 1, 2021. To
facilitate comparability, financial numbers for 2021 have been restated.

2 For information on adjusted operating income, see Key Ratios on page 212.

Deliveries by market’

Number of buses 2022 2021
Europe 1,424 1,388
North America 1,134 1,118
South America 1,957 726
Asia 819 585
Africa and Oceania 481 705
Total deliveries 5,815 4,522
Of which

Fully electric 240 211

Hybrids 127 232

1 The operations of Nova Bus were reclassified from the Buses segment
into the segment Group Functions and Other as of October 1, 2021. To
facilitate comparability, financial numbers for 2021 have been restated.

A number of larger orders were also received for electric models,
including 82 Volvo 7900 Electric buses for three different cities in
Finland. Metroline in London, UK placed an important order for 48
units of the BZL electric chassis. Volvo Buses now has a total of
more than 5,400 electrified buses in operation.

Volvo Buses and the city of Gothenburg, Sweden were included
on TIME’s list of “Best Innovations 2022” for their geofencing part-
nership. Geofencing zones can be downloaded to city buses, which
automatically can be slowed down in safety zones. Geofencing can
switch to electric drive on hybrid buses in sensitive areas.
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Volvo Penta

Increased sales and good

profitability

In 2022, Volvo Penta’s net sales increased by 25% to SEK 18,102
M driven by strong market demand and increased utilization of
Volvo Penta products. Adjusted operating income amounted to
SEK 2,530 M (2,092), with an adjusted operating margin of
14.0% (14.5).

Customer success in focus

Volvo Penta operates in two business units: Marine, consisting
of the leisure and commercial subsegments and Industrial, which
includes the off-road and power generation subsegments. Volvo
Penta’s strategy is to deliver customer success through power
solutions and services that increase the customer satisfaction
within each segment. Along with the rest of the Group, Volvo
Penta has set ambitious targets to reach net-zero value chain
greenhouse gas emissions by 2040.

Volvo Penta continues the accelerated transformation journey
working with multiple technology paths including combustion
engines using renewable fuels, battery electric and fuel cell electric.
The development is done by maximum leverage of Volvo Group
common solutions, in-house product development, and through
collaborations and partnerships. The transformation also includes
the continued development of services and digital experiences.

Continued positive market development

On the marine leisure market, the effects of the stay-at-home
trends in the wake of the covid-19 pandemic continued during
2022. In the marine commercial market, projects previously post-
poned due to the pandemic were restarted in the beginning of

the year. Increased demand for vessels serving the offshore wind
industry and patrol vessels contributed to the positive development.

Volvo Penta aims to be the most forward Net sales

thinking and customer focused supplier of

Volvo Penta

Marine engines

Industrial engines

The market for industrial off-road engines had a positive devel-
opment, especially driven by agriculture, mining, construction
and material handling. The industrial power generation market
increased due to the strained situation in the energy sector. The
strong demand in combination with supply constraints in the
value chain affected lead times in all segments.

Continued good performance

Volvo Penta’s net sales increased by 25% to SEK 18,102 M (14,437).
Adjusted for currency movements, net sales increased by 17%, of
which engine sales increased by 20% and service sales by 9%.

Adjusted operating income amounted to SEK 2,530 M (2,092),
corresponding to an adjusted operating margin of 14.0% (14.5)
excluding adjustments of SEK —3 M (0). For information on adjust-
ments, please see Key Ratios on page 212.

The higher adjusted operating income was primarily an effect of
price realization and positive mix effects on engines as well as price
realization and increased volumes in the service business, which
were partially offset by increased material and freight costs as well
as higher R&D and selling expenses.

Reported operating income amounted to SEK 2,527 M (2,092).
Currency movements had a positive impact of SEK 757 M com-
pared with 2021.

Transformation and innovation at a high pace

Volvo Penta’s journey towards net zero power solutions for both
industrial and marine customers continued at a high pace. Among
other milestones, the 600V electric driveline for Rosenbauer’s city
fire truck was introduced also to the US market.

Adjusted operating income’ and
adjusted operating margin

sustainable power solutions. Volvo Penta
provides engines, power solutions and
services for leisure and commercial ves-
sels, as well as for power generation and
industrial off-road applications.

Position on the world market 181 (191 201 £21
Volvo Penta is one of the world’s largest pro-
ducer of power systems for leisure boats and
a leading provider of power systems for indus-
trial off-road and power generation segments.

By market, %

Number of regular employees
2,022 (1,832).
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Share of Group
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1 For information on adjusted operating
income, see Key Ratios on page 212.
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DUAL-FUEL
ENGINE

Powerful partnerships

Partnerships are a cornerstone of Volvo Penta’s business
strategy. The partnership with CMB.Tech aims to establish
dual-fuel hydrogen technology as a low-carbon interim solu-
tion before suitable zero-emissions alternatives become via-
ble. The partnership includes pilot projects and small-scale
industrialization of a hydrogen dual-fuel solution for selected
customers.

The hybrid solution for Hurtigruten Svalbard’s sightseeing vessel
Kvitbjgrn (Norwegian for polar bear) was put into field testing in
the Arctic. Kvitbjern was nominated as one of the “Significant
Boats of 2022” by WorkBoat, a major American conference and
expo for commercial vessels. It was the first non-US built vessel
ever to be nominated.

The D13 engine package was extended to meet Tier Il emission
regulations for marine high-speed vessels. Also, a new range of
variable speed generator sets for marine vessels, which is a key
enabler for electrified marine propulsion, was launched.

As a step towards zero emission solutions, Volvo Penta entered
a partnership with the Belgian clean tech company CMB.Tech.
The partnership is designed to accelerate the development of
dual-fuel hydrogen-powered solutions. The solution can be used
for both industrial and marine applications and has the potential
to reduce CO, emissions by up to 80%.

Net sales and operating income
SEKM 2022 2021

Europe 9,417 7,464
North America 3,695 2,949
South America 635 474
Asia 3,302 2,698
Africa and Oceania 1,054 851
Total net sales 18,102 14,437
Of which

Engines 13,221 10,282

Services 4,881 4,155
Adjusted operating income' 2,530 2,092

Adjustments’ -3 0

Operating income 2,527 2,092
Adjusted operating margin, % 14.0 14.5
Operating margin, % 14.0 14.5

1 For information on adjusted operating income, see Key Ratios on page 212.

Deliveries by segment

Number of units 2022 2021
Marine engines 17,924 17,149
Industrial engines 27,360 24,839
Total deliveries 45,284 41,988
Of which

Fully electric 24 39

Furthermore, Volvo Penta launched the revolutionary Joystick
Docking system for single diesel Aquamatic sterndrive installa-
tions. It integrates steering, bow thruster, gear, and engine speed
into one control and was nominated for the DAME design award,
following up on last year’s success when the Assisted Docking
system won the overall DAME design award. The Assisted Docking
system was introduced as a retrofit upgrade offer.

Volvo Penta also expanded the power generation offer with a
new D13 500 kVA genset. The engine is designed to provide full
power output quickly when it starts up — essential when being
used in emergency/stand-by operations, such as in hospitals,
pharmaceutical companies, or data centers.
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Financial Services

Good underlying financial

performance

In 2022, Volvo Financial Services (VFS) continued to deliver strong
results by focusing on sustainable growth and operational efficiency
while also executing on its transformation agenda.

New business volume increased by 11% and adjusted operating
income increased to SEK 3,416 M (3,279), while return on equity,
excluding adjustments related to Russia, amounted to 15.1% (18.0).

Good growth and portfolio performance

During the year, VFS achieved new financing volumes of SEK
103.6 billion (85.1), an increase of 22%. Adjusted for currency the
volume increase was 11%. The number of Volvo Group vehicles
and machines financed was 68,658 (69,556) for 2022,

Inflation and the resulting interest rate hikes have led to strong
competition from other commercial lenders, impacting penetration
growth. Even with these headwinds, VFS maintained good pene-
tration of 28% (30).

VFS net credit portfolio increased by 13% to SEK 216,053 M
(171,784) on a currency-adjusted basis compared to 2021. The
funding of the credit portfolio is matched in terms of maturity,
interest rates and currencies in accordance with Group policy.

For further information, see Note 4.

Adjusted operating income amounted to SEK 3,416 M (3,279),
excluding adjustments of SEK —2,568 M from provisioning of assets
related to Russia. In 2021, adjustments amounted to SEK 9 M
related to restructuring charges. For information on adjustments,
please see Key Ratios on page 212.

Reported operating income amounted to SEK 848 M (3,289).
Currency movements had a positive impact of SEK 372 M com-
pared with 2021.

VFS partners with Volvo Group customers
and dealers to help simplify the purchase

Distribution of credit portfolio %

Return on shareholders’ equity amounted to —0.3% (18.0).
Excluding the adjustments related to Russia return on sharehold-
ers’ equity was 15.1%, with a stabilization during the year. The
equity ratio at the end of the year was 8.0% (8.0).

Excluding the impacts related to Russia, credit provision
expenses amounted to SEK 302 M (299) while write-offs of
SEK 95 M (413) were recorded. The write-off ratio for 2022 was
0.05% (0.25). At the end of December 2022, credit reserves
were 1.64% (1.82) of the credit portfolio excluding the impacts
related to Russia.

Continued transformational investments

With a foundation of solid performance, VFS is continuing invest-
ments on four transformation initiatives to advance growth and
unlock service revenue creation for the Volvo Group. These four
initiatives are the acceleration of Equipment-as-a-Service (EaaS)
and electromobility solutions, the expansion of parts & service
financing, growth of insurance-related offerings, and digital
payment solutions.

To achieve its aspirations around these initiatives, VFS relies
on its Transforming Together strategy and key enablers of people
and culture, customer expertise and innovation. These elements,
together with an embedded focus on integrating ESG (Environ-
mental, Social and Governance) factors into its business, provide
VFS a roadmap to future revenue growth.

In 2022, VFS executed on several key elements of its Transform-
ing Together strategy. Volvo Pay was launched in select European
markets, offering customers a digital payment solution to easily
approve and securely pay for services using their smartphones.

Penetration rate' %

and ownership experience of Group prod-
ucts, as well parts and service financing
during the ownership lifecycle. Through
innovative and flexible financing and '
insurance solutions, and other services

tailored to customers’ needs, VFS builds

long-term relationships, increasing loy-

alty to the Volvo Group and its brands.

Position on the world market
VFS offers customer financing in 48 countries ’
worldwide, with a footprint covering approxi-
mately 90% of Volvo Group sales. VFS man-
ages a credit portfolio of SEK 216 billion with
more than 285,000 vehicles and equipment.

Number of regular employees
1,596 (1,546).

M Volvo Trucks, 54 (53
Volvo CE, 21(22)

M Mack Trucks, 11 (12)
Renault Trucks, 10 (1

M Buses, 4 (3)

(
Il Europe, 40 (42)
North America, 37 (39
M South America, 14 (9)
Asia, 5 (6)
M Africa and Oceania, 4 (4)

)
0)

Volvo Renault Mack Volvo Buses
Trucks Trucks  Trucks CE
34 32 2222 2319 37 31 27 42

2021 Il 2022

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

Sustainable thinking is rapidly becoming a focal point in and
across society, as people and businesses consider how their
decisions impact our world. Volvo Financial Services (VFS)
is no exception. VFS is developing a sustainability strategy
to help us become the leader in sustainable captive financial
services and solutions.

Aligned with the Volvo Group’s efforts and overall ESG
(Environmental, Social and Governance) considerations,
VFS’ sustainability strategy focuses on making a difference
in the areas of climate, resources and people.

Our Equipment-as-a-Service and electromobility efforts
will have a significant impact on climate, while our parts &
services financing and insurance solutions support circular-
ity by enabling second and third lives for trucks and
machines.

In 2022, VFS and Junior Achievement Worldwide part-
nered together to launch financial literacy programs in nine
VFS markets around the world. These programs will see VFS
employee volunteers join with JA educators to teach our next
generation the financial skills needed to be successful.

By taking these steps and making a positive impact on
climate, resources and people, VFS and our colleagues around
the globe are helping to shape the world we want to live in.

Related to services revenue growth, VFS increased its focus on
Eaa$, a key priority area for VFS that will help customer adoption
of electric vehicles and will also drive higher finance penetration.
By providing a framework to bundle services and solutions, VFS
will enable the Volvo Group’s brands to offer compelling total
offers and peace of mind to customers.

EaaS will reduce complexity for customers, provide differentia-
tion from competition, drive the potential to increase service reve-
nue, and provide an opportunity to optimize the Group offer.

VFS is also working with Volvo Trucks and other partners to
help build a medium- and heavy-duty electric vehicle (MHD EV)
charging network connecting California’s largest metropolitan
areas. Scheduled for completion by the end of 2023, the publicly
accessible network will help accelerate the adoption of MHD EVs
by helping eliminate charging availability as a barrier to their use.

Expanded service offer and start in Portugal

To provide customers increased flexibility based on their usage
needs, VFS expanded its service offer with new rental programs
in Brazil, Italy and France. By offering reduced upfront investment
amounts, more customers can access Volvo Group trucks and
machines.

Key ratios, Financial Services 2022 2021
Number of financed units 68,658 69,556
Total penetration rate', % 28 30
New financing volume, SEK billion 103.6 85.1
Credit portfolio net, SEK billion 216 172
Credit provision expenses, SEK M 3,332 299
Credit provision expenses excluding

impacts related to Russia, SEK M 302 299
Adjusted operating income? 3,416 3,279
Adjustments? -2,568 9
Operating income, SEK M 848 3,289
Credit reserves, %

of credit portfolio 3.00 1.82
Credit reserves, %

of credit portfolio excluding

impacts related to Russia 1.64 1.82
Return on shareholders’ equity, % -0.3 18.0
Return on shareholders’ equity

excluding impacts related to

Russia, % 15.1 18.0

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

2 For information on adjusted operating income, please see Key Ratios on
page 212,

Income statement Financial

Services SEKM 2022 2021
Finance and lease income 17,355 13,437
Finance and lease expenses -10,641 -7,700
Gross income 6,714 5,738
Selling and administrative

expenses -2,991 -2,395
Credit provision expenses' -3,355 -266
Other operating income and

expenses 479 213
Operating income 848 3,289
Income taxes -901 -807
Income for the period -53 2,481

During the year, VFS also began offering customer financing in
Portugal, giving customers in the market access to our business
solutions. With a strong transport sector and upward pressure in
the construction segment, Portugal is an excellent growth oppor-
tunity for VFS.

VFS partnered with Volvo Buses in Santiago, Chile to imple-
ment a new operations model to support public transport with
a complete Group solution. Under the new model, VFS retains
ownership and management of the assets, while Volvo Buses
provides the training, maintenance and certification, helping to
improve the quality of public transportation.
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The share

Total shareholder return ahead of index in 2022

Most of the world’s leading stock markets had a negative develop-
ment during 2022. The price of both the Volvo A share and the B
share declined. However, total return for both shares beat index.

The Volvo share is listed on the stock exchange Nasdaq Stock-
holm, Sweden. One A share carries one vote at General Meetings
and one B share carries one tenth of a vote. Dividends are the same
for both classes of shares. The Volvo share is included in many indi-
ces compiled by Dow Jones, FTSE, S&P and Nasdaq Nordic.

The Volvo share development
In general, the leading stock exchanges declined during 2022,
On Nasdag Stockholm the broad OMXSPI index fell by 25% after
having risen by 35% in 2021. The share price for the Volvo A share
declined by 7%, and at year-end the price was SEK 198.10 (212.60).
The lowest closing price was SEK 157.20 on May 9 and the highest
was SEK 223.60 on January 13. The share price for the Volvo B
share declined by 10% and at year-end the price was SEK 188.48
(209.65). The lowest closing price was SEK 152.52 on April 14 and
the highest was SEK 222.80 on January 13. Total return, including
reinvested dividends, was 1% for the A share and —3% for the B share
compared with —=20% for the OMX Stockholm Benchmark Gl index.
In 2022, a total of 1.0 billion (1.2) Volvo shares at a value of SEK
229 billion (242) were traded on Nasdag Stockholm, with a daily
average of 4.0 million shares (4.5). In terms of value, the Volvo
shares were the third most traded on Nasdaqg Stockholm in 2022,
At year-end, Volvo’s market capitalization was SEK 388 billion (428).

Share conversion option

In accordance with a resolution at the Annual General Meeting
2011, the Articles of Association includes a conversion clause, stip-
ulating that series A shares may be converted into series B shares,
on the request of the shareholder. At the end of 2021, there were
444,987,946 A shares outstanding. During 2022, a total of 71 A
shares were converted to B shares. Further information on the
conversion procedure is available on volvogroup.com

Dividend

The Board proposes an ordinary dividend of SEK 7.00 per share
for the financial year 2022 and an extra dividend of SEK 7.00 per
share, which would mean that a total of SEK 28,468 M would be
transferred to AB Volvo’s shareholders. For the preceding year a
dividend of SEK 6.50 per share and an extra dividend of SEK 6.50
per share were distributed, in total SEK 26,435 M. Furthermore,
the proceeds from the sale of UD Trucks, SEK 9.50 per share (SEK
19,318 M in total), were distributed to the shareholders in 2021.

Policy for remuneration to senior executives

See Note 27 on page 125 for the current policy for remuneration to
senior executives, a