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Volvo Car GROUP 
interim report third quarter 2016 

THIRD QUARTER

• Volvo Cars retail sales at 122,766 (113,862) units

• Net revenue at MSEK 41,085 (36,182)

• Operating income (EBIT) of MSEK 2,067 (1,276)

• Net income of MSEK 1,327 (661)

•  Cash fl ow from operating and investing activities of 
MSEK 921 (–1,198)

•  Agreement signed to establish a joint development 
project with Uber

•  Increased ownership to 50 per cent in Volvo fi nans Bank 

•  Letter of intent signed to establish a new joint venture 
company with Autoliv

•  The fi rst car in the autonomous drive pilot project 
“Drive-Me” was produced

•  New appointments to the Executive Management 
Team

FIRST NINE MONTHS

•  Volvo Cars retail sales at 379,329 
(346,146) units 

• Net revenue at MSEK 124,732 (111,397) 

•  Operating income (EBIT) of MSEK 7,659 
(2,936) 

• Net income of MSEK 5,111 (1,538) 

•  Cash fl ow from operating and investing 
activities of MSEK –2,254 (–2,242)
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Key figures
Q3 

2016
Q3 

2015

First nine  
months 

2016

First nine  
months 

2015
Full year 

2015

Net revenue, MSEK 41,085 36,182 124,732 111,397 164,043

Research and development expenses, MSEK –2,579 –2,088 –7,336 –6,319 –8,803

Operating income (EBIT), MSEK 2,067 1,276 7,659 2,936 6,620

Net income, MSEK 1,327 661 5,111 1,538 4,476

EBITDA, MSEK 4,767 3,733 15,506 9,818 16,019

Cash flow from operating and investing activities, MSEK 921 –1,198 –2,254 –2,242 7,234

EBIT margin, % 5.0 3.5 6.1 2.6 4.0

EBITDA margin, % 11.6 10.3 12.4 8.8 9.8

Retail sales (units)
Q3 

2016
Q3 

2015

First nine  
months 

2016

First nine  
months 

2015
Full year 

2015

Western Europe (excl. Sweden) 44,750 44,455 147,146 137,853 198,049

China 22,699 18,363 63,387 56,655 81,588

US 21,878 17,014 58,532 46,381 70,047

Sweden 12,926 14,290 49,381 46,750 71,200

Other markets 20,513 19,740 60,883 58,507 82,243

Total 122,766 113,862 379,329 346,146 503,127

All amounts are in MSEK unless otherwise stated. Amounts in brackets refer to the same period preceding year, unless otherwise stated. All performance measures 
are further described in page 17. 

This report contains statements concerning, among other things, Volvo Car Group’s financial condition and results of operations that are forward-looking in nature. 
Such statements are not historical facts but, rather, represent Volvo Car Group’s future expectations. Volvo Car Group believes that the expectations reflected in 
these forward-looking statements are based on reasonable assumptions; however, forward-looking statements involve inherent risks and uncertainties, and a 
number of important factors could cause actual results or outcomes to differ materially from those expressed in any forward-looking statement. Such important 
factors include, but may not be limited to: Volvo Car Group’s market position; growth in the automotive industry; and the effects of competition and other economic, 
business, competitive and/or regulatory factors affecting the business of Volvo Car Group, its associated companies and joint ventures, and the automotive indus-
try in general. Forward-looking statements speak only as of the date they were made, and, other than as required by applicable law, Volvo Car Group undertakes no 
obligation to update any of them in light of new information or future events.
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Continued Efforts in the Tech World

It has been an active and important third quarter of the year for Volvo Cars. The most visible 
sign that our global transformation continues to gather pace, is that all of our new top of the 
range cars – the XC90 SUV, S90 sedan, V90 estate and V90 Cross Country – are available for 
sale in the third quarter.

The 90 series are popular with customers and are the fruit of many 
years’ work and reflect Volvo Cars’ position as a global competitor in 
the premium segment. The popularity of these cars is reflected both 
in the sales mix and in the robust order book for the new models.

Strong demand for our new cars has come at the same time as 
we have switched our manufacturing operation away from the for-
mer 70 series cars to the new 90 series. Therefore, we are experi-
encing longer delivery times than we would prefer. We are working 
with these challenges to ensure our customers get the cars they 
have ordered as soon as possible.

Another significant positive development in the third quarter has 
been Volvo’s move to further entrench its position as a leader in 
autonomous driving by forging two important alliances. 

The first was with Uber, the US ride hailing company. Volvo is the 
first car maker joining forces with Uber to develop base cars to pro-
vide driverless ride hailing services in future.

The second is the upcoming establishment of a new joint venture 
company with Autoliv, the leading supplier of safety systems to car 
makers worldwide, to develop and sell software for autonomous 
driving cars. For the first time in its 89 years history, Volvo will no 

longer be purely a car maker but also a software company. Nothing 
could better highlight how Volvo is responding to these important 
technological changes in the automotive industry.

Underpinning these significant developments at Volvo Cars is a 
strong financial and operational performance. In the first nine 
months, operating income reached SEK 7.7bn, already higher than 
the SEK 6.6bn reported for the full year in 2015. 

With nine months of the year completed, I can state with confi-
dence that Volvo Cars is on track for another record year in terms of 
sales and profitability. In summary, the 90 series has been launched 
and new 60 series and 40 series cars are on the way. The compa-
ny’s finances and operations are strong.

Volvo’s global transformation is succeeding and gathering 
pace.

Håkan Samuelsson
CEO 

ceo COMMENT
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Volvo Car AB (publ.), with its registered office in Gothenburg, is 
100 per cent owned by Geely Sweden Holdings AB, owned by 
Shanghai Geely Zhaoyuan International Investment Co., Ltd., reg-
istered in Shanghai, China, with 100 per cent ownership held by 
Zhejiang Geely Holding Group Ltd., registered in Hangzhou, 
China.  

Overall
For the third quarter, Volvo Cars retail sales increased by 7.8 per 
cent to 122,766 (113,862) units. The US and China both contrib-
uted to the overall positive sales performance with growth of over 
20 per cent. Growth in these two key markets was mainly due to 
the success of the XC90, with sales nearly doubling during the 
three month period to 22,436 (11,503) units.

Volvo Cars’ best-selling car in the third quarter was the XC60, 
with 38,120 (37,654) sold units. The second best-selling car line 
was the V40/V40 Cross Country with 23,120 (23,990) units. The 
third best-selling car was the XC90 with 22,436 (11,503) units. In 
addition, 2,407 units of the S90 and 1,278 units of the V90 rolled 
off the production lines in Torslanda and were handed over to the 
customers.

During the first nine months, Volvo Cars reported retail sales of 
379,329 (346,146) units, an increase of 9.6 per cent, based on 
growth in all main regions. The biggest increase could be seen in 
China and the US. From a product-perspective, the sales increase 
was mainly driven by the XC90 with 66,347 (18,222) units sold 
worldwide. By the end of the first nine months, the XC60 remained 

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

the most popular model with 111,937 (115,720) units sold. The 
second best-selling car line was the V40/V40 Cross Country with 
sales of 71,790 (75,497) units, followed by the XC90.

Western Europe
From July and September, the Western European passenger car 
sales grew at a rate of 3 per cent. Major Western European mar-
kets generated moderate growth. In the UK however, new car 
sales growth slowed significantly after the Brexit, a sign that con-
sumer confidence may have weakened. In line with the overall 
industry trends, there remained an ongoing shift from traditional 
segments to SUV sales. 

In Western Europe Volvo Cars reported retail sales of 44,750 
(44,455) units. Strong performances in Spain and Belgium, as 
well as the UK, despite the Brexit sentiment, supported Volvo 
Cars’ sales in the region. 

With sales of 14,543 (12,613) units, the XC60 was the 
best-selling model, and driving the volume growth together with 
the XC90 selling 6,266 (4,685) units. 

The Volvo Car Group 

Sales development

Retail sales, (units)
Q3 

2016
Q3 

2015 Change %

First nine  
months  

2016

First nine  
months  

2015 Change %

Western Europe1) 44,750 44,455 0.7 147,146 137,853 6.7

China 22,699 18,363 23.6 63,387 56,655 11.9

US 21,878 17,014 28.6 58,532 46,381 26.2

Sweden 12,926 14,290 –9.5 49,381 46,750 5.6

Other Markets 20,513 19,740 3.9 60,883 58,507 4.1

Total 122,766 113,862 7.8 379,329 346,146 9.6

1) Excluding Sweden
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For the first nine months, Western Europe delivered a 6.7 per 
cent increase in sales and reported retail sales of 147,146 
(137,853) units. Key markets, including Germany, the UK and 
 Belgium all delivered solid growth. Sales in Spain recorded signif-
icant growth of 29.5 per cent and reached 9,710 (7,499) units. 
The XC60 was the best-selling model in Western Europe with 
retail sales of 42,930 (40,579), while the XC90 strongly  supported 
the overall solid performance with 21,808 (7,853) sold units. 

China
The Chinese passenger car market regained momentum and 
delivered a strong increase of 20 per cent in the third quarter, 
compared to last year. The strong vehicle sales were related to 
improved macro-economic conditions, favourable credit policies 
and tax incentives on the smaller engines. The SUV segment con-
tinued to gain popularity and was the main driver behind the 
strong market development.

Volvo Cars’ retail sales in China during the third quarter 
recorded above-industry growth of 23.6 per cent and reached 
22,699 (18,363) units. The locally-produced XC60 was the 
best-selling model, with 9,395 (9,228) units sold.

During the first nine months, China delivered a solid dou-
ble-digit growth of 11.9 per cent, reaching 63,387 (56,655) units.  
The XC60 was the best-selling model with retail sales of 27,565 
(27,520) units, followed by the S60L with 20,971 (17,145) sold 
units. The XC90 contributed to the strong volume growth with 
4,865 (821) sold units.  

US
In the third quarter, vehicle sales growth in the US automotive 
industry started to show signs of reaching a plateau, with sales 
showing a minor decrease of 0.5 per cent against last year. 
Although growing at a slower pace, auto industry sales remained 
at a high level, driven by positive labour market development, low 
petrol prices and accessible credit. Segments such as the cross-
over SUV’s and light trucks continued to grow.

Volvo Cars’ retail sales in US during the third quarter increased 
with 28.6 per cent to a total number of 21,878 (17,014) sold cars. 
Volvo Cars thereby continued to increase its market share in the 
US. The best-selling model and the main growth driver was the 
top-of-the-line model - the XC90, with 8,212 (3,275) sold units.

During the first nine months, Volvo Cars built strong sales 
momentum in the US, growing by a substantial rate of 26.2 per 
cent and selling 58,532 (46,381) units. This positive trend was 
largely related to the XC90, which delivered 24,229 (4,728) sold 
units and accounted for 41.4 per cent of the total Volvo Cars US 
retail sales volume.

Sweden
For the third quarter, Volvo Cars’ retail sales in Sweden decreased 
to 12,926 (14,290) units, due to the shift in production from the 
discontinued 70 series cars to the new 90 series. The most sold 
model was the XC60 with 3,491 (3,261) units, followed by the 
V60/V60 Cross Country selling 2,639 (2,411) units. 

During the first nine months, sales in Sweden increased with 
solid 5.6 per cent and reached 49,381 (46,750) units and Volvo 
Cars kept its leading market position. The XC carlines remained 
popular in Sweden and accounted for 47.4 per cent of the total 
sales and continued to grow by 13.2 per cent reaching 23,412 
(20,674) units. 

Other Markets
For the third quarter, the vehicle market in Japan stabilised and 
recovered with an increase of 2 per cent. Car sales in several 
markets remained positive, such as Poland and Czech Republic, 
where vehicle sales grew by 14 per cent and 5 per cent, respec-
tively.  The Russian passenger vehicle demand remained weak 
and sales continued to fall by 15 per cent. 

For the third quarter, sales in Other Markets grew by 3.9 per 
cent, reaching 20,513 (19,740) units, driven by positive perfor-
mances in Japan, Canada and Australia. The best-selling models 
were the XC60 and the XC90, with 5,591 (5,828) and 5,058 
(2,556) sold units respectively.

During the first nine months, a total number of 60,883 (58,507) 
cars were delivered, which translated into a growth of 4.1 per 
cent. The growth was mainly related to XC90 with a volume of 
12,804 (3,628) units. However the XC60 and the V40/V40 Cross 
Country were the most popular models.

RETAIL SALES BY MARKET 
JUL–SEP 2016

RETAIL SALES BY CARLINE 
JUL–SEP 2016

US 18%
China 18%

Other markets 17%
Sweden 11%

Western Europe 36%

XC 53%

V 32%

S 15%



8 OF 18

VOLVO CAR GROUP 

INTERIM REPORT THIRD QUARTER 2016

Retail sales by model, (units)
Q3 

2016
Q3 

2015

First nine  
months  

2016

First nine  
months  

2015

XC60 38,120 37,654 111,937 115,720

V40/V40 Cross Country 23,120 23,990 71,790 75,497

XC90 (All-new) 22,436 11,503 66,347 18,222

S60/S60L/S60 Cross Country 15,927 14,322 43,748 46,091

V60/V60 Cross Country 12,692 12,570 41,785 42,071

XC70 4,589 5,848 22,077 21,104

S90 2,407 — 2,594 —

V70 1,644 5,917 13,903 19,344

V90 1,278 — 1,278 —

S80/S80L 550 1,660 2,941 6,580

XC90 (Classic) 3 396 927 1,505

Other models — 2 2 12

Total 122,766 113,862 379,329 346,146

Top 10
Retail sales by market, (units)

Q3 
2016

Q3 
2015

China 22,699 18,363

USA 21,878 17,014

Sweden 12,926 14,290

UK 12,311 11,221

Germany 8,489 8,617

Belgium 3,957 3,792

Japan 3,578 3,440

Italy 3,550 3,352

Netherlands 3,176 4,512

Spain 2,912 2,195

Top 10
Retail sales by market, (units)

First nine  
months  

2016

First nine  
months  

2015

China 63,387 56,655

USA 58,532 46,381

Sweden 49,381 46,750

UK 34,881 32,365

Germany 27,610 25,478

Belgium 14,542 13,501

Italy 13,016 12,088

France 10,894 9,755

Japan 10,545 9,694

Spain 9,710 7,499
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JULY – SEPTEMBER 2016

Joint development project with Uber
In July, Volvo Cars signed an agreement with Uber Technologies 
Inc. to establish a joint project that will develop new base vehicles 
that will be able to incorporate the latest developments in auton-
omous drive (AD) technologies, up to and including fully autono-
mous driverless cars. The base vehicles will be manufactured by 
Volvo Cars and then purchased from Volvo Cars by Uber. 

Additional 40 per cent acquired in Volvofinans Bank AB
In August 2016, Volvo Cars was allowed to close the acquisition 
of the additional 40 per cent of the shares in Volvofinans Bank AB 
and thereby increased its ownership from 10 to 50 per cent. The 
purchase consideration amounted to MSEK 1,849. Volvofinans 
Bank AB is now a joint venture company and reported in accord-
ance with the equity method. In Sweden, Volvofinans Bank AB is 
the leading bank within vehicle financing services.

Large recruitment of engineers
At the end of August, Volvo Cars launched a large engineering 
recruitment drive in Sweden. Volvo Cars plans to recruit around 
400 engineers in the next twelve months, primarily in the area of 
software development. The majority of these new recruits will be 
based at the R&D headquarters in Gothenburg, Sweden.

Letter of intent for a new JV with Autoliv
In September, Volvo Cars signed a non-binding letter of intent to 
establish a new joint venture company with Autoliv AB to develop 
the next generation autonomous driving software. The new com-
pany will develop advanced driver assistance systems (ADAS) 
and autonomous drive (AD) systems for use in Volvo cars and for 
sale exclusively by Autoliv to all car makers globally, with revenues 
shared by both companies. The company is expected to start 
operations in the beginning of 2017. 

The “Drive me” pilot was kicked off 
In September, Volvo Cars built the first XC90 in a series of cars 
with autonomous drive that will be handed over to families in 
Gothenburg to be driven on public roads. The Drive Me pilot pro-
ject in Gothenburg is the first in a number of planned public trials. 
The pilot is scheduled to start in 2017.

New appointments to the Executive management team
In September, Volvo Cars announced three appointments to its 
executive management team; 
•  Hanna Fager was appointed senior vice president human 

resources, effective October 1, 2016
•  Henrik Green was appointed senior vice president sales &  

production planning and customer service, effective October 1, 
2016 

•  Javier Varela was appointed senior vice president manufactur-
ing, effective November 1, 2016.

Summary of previously reported significant events. 

JANUARY – JUNE 2016

Q2:
• Start of production for S90 and V90 
• MEUR 500 bond issued 
• Public credit rating

Q1:
•  Betsy Atkins was appointed new member of the Board of 

Directors
•  Launch of S90 and V90

Significant events
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Income Statement (MSEK)
Q3 

2016
Q3 

2015

Net revenue 41,085 36,182

Gross income 8,557 8,083

Operating income 2,067 1,276

Income before tax 1,770 852

Net income 1,327 661

VOLVO CAR GROUP 

INTERIM REPORT THIRD QUARTER 2016

During the third quarter, Volvo Car Group generated net revenue 
of MSEK 41,085 (36,182) an increase of 13.6 per cent compared 
to the same period in 2015. The increase was primarily driven by 
volume and a positive sales mix, mainly due to the all-new XC90 
and the launch of the S90 and V90, partly offset by negative 
exchange rate development.

Cost of sales increased by MSEK –4,429 to MSEK –32,528 
(–28,099), an increase of 15.7 per cent compared to the same 
period in 2015. The increase was attributable to higher material 
cost due to the richer sales mix and launch costs related to the 
shift of production to the new S90 and V90. Gross income 
increased to MSEK 8,557 (8,083).

Research and development expenses recognised in the income 
statement increased to MSEK –2,579 (–2,088), including amorti-
sation of capitalised development expenses of MSEK –802 
(–581). The increase is a result of higher amortisation of capital-
ised development expenses and costs related to the renewal of 
our product portfolio. See table below.

Selling expenses increased by MSEK –462 to MSEK –3,046 
(–2,584) primarily due to increased marketing and event expenses 
related to the launch of new car models and advertising cam-
paigns.

Administrative expenses decreased by MSEK 232 to MSEK 
–1,540 (–1,772).

Other operating income and expense, net, increased to MSEK 
593 (–419). The increase is mainly related to a positive result from 
realised cash flow hedges.

Operating income (EBIT) increased to MSEK 2,067 (1,276), 
resulting in an increase in the operating margin of 5.0 (3.5) per 
cent.

Net financial items amounted to MSEK –297 (–424). This 
decrease was primarily due to lower interest expenses on exter-
nal funding and a positive net foreign exchange result on financ-
ing activities.

Tax expense increased based on the increase in income before 
tax. Net income amounted to MSEK 1,327 (661).

Financial summary
THIRD QUARTER 2016 – INCOME AND RE SULT  
The comparative figures refer to the consolidated income statement of the third quarter 2015 if not otherwise stated. 

R&D spending (MSEK)
Q3 

2016
Q3 

2015

Capitalised development expenses 1,404 999

Research and development expenses –2,579 –2,088

whereof amortised development expenses –802 –581
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During January to September 2016, Volvo Car Group generated 
net revenue of MSEK 124,732 (111,397), an increase of 12.0 per 
cent compared to the same period in 2015. The increase was 
primarily driven by volume and a positive sales mix, mainly due to 
the all-new XC90, partly offset by negative exchange rate devel-
opment.

Cost of sales increased by MSEK 10,629 to MSEK –97,847 
(–87,218) an increase of 12.2 per cent compared to the same 
period in 2015. This increase is primarily attributable to the sales 
mix, resulting in increased material costs. Gross income increased 
to MSEK 26,885 (24,179) resulting in a gross margin of 21.6 
(21.7) per cent.

Research and development expenses recognised in the income 
statement increased to MSEK –7,336 (–6,319), including amorti-
sation of capitalised development expenses of MSEK –2,223 
(–1,654).  The increase is related to higher amortisation of capital-
ised development expenses and costs related to the renewal of 
our product portfolio. See table below. 

Selling expenses increased by MSEK –1,042 to MSEK –8,761 
(–7,719) primarily due to increased marketing and event expenses 
related to the launch of new car models and advertising cam-
paigns. 

Administrative expenses decreased by MSEK 513 to MSEK 
–4,663 (–5,176). 

Other operating income and expense, net, increased to MSEK 
1,276 (–2,141). The increase is mainly related to a positive result 
from realised cash flow hedges. Operating income (EBIT) 
increased to MSEK 7,659 (2,936), resulting in an operating mar-
gin of 6.1 (2.6) per cent.

Net financial items amounted to MSEK –973 (–979). A nega-
tive net foreign exchange result on financing activities was offset 
by decreased interest expenses on external funding.

Tax expense increased based on the increase in income before 
tax. Net income amounted to MSEK 5,111 (1,538).

FIRST NINE MONTHS 2016 – INCOME AND RE SULT 
The comparative figures refer to the consolidated income statement of the first nine months 2015 if not otherwise stated. 

R&D spending (MSEK)

First nine 
months 

2016

   First nine 
months 

2015

Capitalised development expenses 4,237 3,217

Research and development expenses –7,336 –6,319

whereof amortised development expenses –2,223 –1,654

Income Statement (MSEK)

First nine 
months 

2016

   First nine 
months 

2015

Net revenue 124,732 111,397

Gross income 26,885 24,179

Operating income 7,659 2,936

Income before tax 6,686 1,957

Net income 5,111 1,538
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FIRST NINE MONTHS – NE T F INANCIAL POSITION AND L IQUIDIT Y 
The comparative figures for the balance sheet items refer to the consolidated balance sheets of December 31, 2015 if not otherwise 
stated. The comparative figures for the cash flow items refer to the consolidated cash flow statement of the first nine months 2015 if not 
otherwise stated. 

For the first nine months, cash flow from operating and investing 
activities amounted to MSEK –2,254 (–2,242). 

Cash flow from operating activities amounted to MSEK 11,535 
(9,376). The improvement is due to a better operating income, 
partly offset by a negative development in working capital. The 
effect in working capital is mainly related to inventories, due to 
production related seasonality and sales mix. Cash flow from 
accounts payable is slightly positive, however negatively influ-
enced by changeover effects. Furthermore, there are positive 
effects from accounts receivable and provisions, offset by a neg-
ative impact from decreased VAT liabilities. 

Cash flow from investing activities amounted to MSEK –13,789 
(–11,618), which includes the investment in Volvofinans Bank AB 
of MSEK –1,849. Investments in tangible assets amounted to 
MSEK –7,802 (–6,242) and is primarily due to assets under con-
struction related to the ongoing construction of the US plant. 
Investments in tangible assets also include special tool invest-
ments related to new car models based on the SPA platform, 

such as the new S90 and V90. Investments in intangible assets 
amounted to MSEK –4,347 (–3,388) and include investments in 
upcoming new car models. 

Cash flow from financing activities amounted to MSEK –397 
(3,799) and is mainly attributable to proceeds from the new bond 
loan of MSEK 4,597, offset by repayment of liabilities to credit 
institutions which amounted to MSEK –4,195. 

Cash and cash equivalents including marketable securities 
decreased to MSEK 28,641 (29,135). The revolving credit facility 
of MEUR 660 remains undrawn. Net debt/net cash decreased to 
MSEK –5,675 (–7,721). 

Total equity increased by MSEK 2,098 to MSEK 36,733 
(34,635), resulting in an equity ratio of 25.6 (26.2) per cent. The 
change in equity is mainly related to the positive net income for 
the period of MSEK 5,111 mainly offset by negative effects related 
to remeasurement of post-employment benefits of MSEK –2,148, 
due to a decrease in discount rates.

Cash flow Statement (MSEK)

First nine 
months 

2016

   First nine 
months 

2015

Cash flow from operating activities 11,535 9,376

Cash flow from investing activities  –13,789 –11,618

Cash flow from operating and investing activities –2,254 –2,242

Cash flow from financing activities –397 3,799

Cash flow for the period –2,651 1,557

Performance measures 
Sept 30, 

2016
Dec 31,

2015

Net debt (Net cash if negative) (MSEK) –5,675 –7,721

Equity ratio (%) 25.6 26.2
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SIGNIF ICANT E VENTS AF TER THE REPORTING 
PERIOD 

Upgraded credit rating
In October, Volvo Cars credit rating was upgraded by Moody ś 
from Ba3 positive to Ba2 stable. The rating reflects a strong 
operating performance over the past 12 months.

RISKS AND UNCERTAINT Y FACTORS
Risks are a natural element in all business activities. In order to 
achieve Volvo Cars’ short- and long-term objectives, enterprise 
risk management is part of the daily activities at Volvo Cars. For 
a more in-depth analysis of risks, see the Volvo Car Group 
Annual Report 2015 page 53. 

EMPLOYEE S
During the third quarter of 2016, Volvo Car Group employed on 
average 30,030 (28,460) full-time employees. Furthermore, the 
Group employed on average 3,710 (3,670) consultants. 

PARENT COMPANY
The parent company conducts no operations and has no 
employees.

VOLVO CAR GROUP 

INTERIM REPORT THIRD QUARTER 2016
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CONSOLIDATED INCOME STATEMENTS

MSEK
Q3 

2016
Q3 

2015

First nine  
months  

2016

First nine  
months  

2015
Full year 

2015

Net revenue 41,085 36,182 124,732 111,397 164,043

Cost of sales –32,528 –28,099 –97,847 –87,218 –128,238

Gross income 8,557 8,083 26,885 24,179 35,805

Research and development expenses –2,579 –2,088 –7,336 –6,319 –8,803

Selling expenses –3,046 –2,584 –8,761 –7,719 –10,951

Administrative expenses –1,540 –1,772 –4,663 –5,176 –7,234

Other operating income 917 550 2,295 1,264 2,005

Other operating expenses –324 –969 –1,019 –3,405 –4,432

Share of income in joint ventures and associates 82 56 258 112 230

Operating income 2,067 1,276 7,659 2,936 6,620

Financial income 29 — 153 173 238

Financial expenses –326 –424 –1,126 –1,152 –1,469

Income before tax 1,770 852 6,686 1,957 5,389

Income tax –443 –191 –1,575 –419 –913

Net income for the period 1,327 661 5,111 1,538 4,476

Net income attributable to
Owners of the parent company 1,021 294 4,124 467 3,130

Non-controlling interests 306 367 987 1,071 1,346

1,327 661 5,111 1,538 4,476
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CONSOLIDATED BALANCE SHEETS

MSEK Note
Sept 30, 

2016
Dec 31, 

2015

ASSETS
Non-current assets
Intangible assets 24,363 22,834

Property, plant and equipment 41,713 37,428

Assets held under operating leases 2,228 2,172

Investments in joint ventures and associates 2,597 701

Other long-term securities holdings 13 15

Deferred tax assets 4,007 3,841

Other non-current assets 1,227 1,326

Total non-current assets 76,148 68,317

Current assets
Inventories 23,878 20,306

Accounts receivable 3 7,971 8,805

Receivables on parent company 54 54

Current tax assets 651 307

Other current assets 6,051 5,393

Marketable securities 5,043 3,512

Cash and cash equivalents 23,598 25,623

Total current assets 67,246 64,000
TOTAL ASSETS 143,394 132,317

EQUITY & LIABILITIES
Equity
Equity attributable to owners of the parent company 33,659 32,550

Non-controlling interests 3,074 2,085

Total equity 36,733 34,635

Non-current liabilities
Provisions for post-employment benefits 7,587 4,701

Deferred tax liabilities 1,321 1,768

Other non-current provisions 6,604 5,909

Liabilities to credit institutions 14,719 15,168

Bond loans 4,793 —

Other non-current liabilities 3 3,723 2,927

Total non-current liabilities 38,747 30,473

Current liabilities
Current provisions 13,344 12,456

Liabilities to credit institutions 3,454 6,246

Advance payments from customers 555 534

Accounts payable 3 26,563 26,282

Current tax liabilities 484 446

Other current liabilities 3 23,514 21,245

Total current liabilities 67,914 67,209
TOTAL EQUITY & LIABILITIES 143,394 132,317
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CONSOLIDATED STATEMENTS OF CASH FLOWS

MSEK
Q3 

2016
Q3 

2015

First nine  
months  

2016

First nine  
months  

2015
Full year 

2015

OPERATING ACTIVITIES
Operating income 2,067 1,276 7,659 2,936 6,620

Depreciation and amortisation of non-current assets 2,700 2,457 7,847 6,882 9,399

Interest and similar items received 30 31 154 113 141

Interest and similar items paid –22 –95 –511 –593 –1,022

Other financial items 11 –37 –110 –120 –176

Income tax paid –519 –705 –1,403 –1,278 –1,645

Adjustments for items not affecting cash flow –173 –266 –339 160 –235

 4,094 2,661 13,297 8,100 13,082

Movements in working capital
Change in inventories 513 –1,939 –2,337 –4,933 –1,742

Change in accounts receivable 2,634 338 888 –768 –994

Change in accounts payable –896 730 281 6,181 7,658

Change in items relating to repurchase commitments –8 –229 –108 188 29

Change in provisions 831 160 1,500 414 1,979

Change in other working capital assets/liabilities –246 –90 –1,986 194 2,564

Cash flow from movements in working capital 2,828 –1,030 –1,762 1,276 9,494
Cash flow from operating activities 6,922 1,631 11,535 9,376 22,576

INVESTING ACTIVITIES
Investments in shares and participations –1,819 –66 –1,635 –2,263 –2,213

Investments in intangible assets –1,409 –1,037 –4,347 –3,388 –4,715

Investments in property, plant and equipment –2,772 –1755 –7,802 –6,242 –8,677

Disposal of property, plant and equipment — — — 163 263

Other –1 29 –5 112 —

Cash flow from investing activities –6,001 –2,829 –13,789 –11,618 –15,342
Cash flow from operating and investing activities 921 –1,198 –2,254 –2,242 7,234

FINANCING ACTIVITIES
Proceeds from credit institutions 163 554 479 4,354 5,935

Proceeds from bond issuance –22 — 4,597 — —

Repayment of liabilities to credit institutions –210 –48 –4,195 –4,035 –6,626

Received shareholders’ contribution — — — 3,992 3,992

Investments in marketable securities, net –661 –1,627 –1,446 –968 –2,488

Other 111 42 168 456 632

Cash flow from financing activities –619 –1,079 –397 3,799 1,445
Cash flow for the period 302 –2,277 –2,651 1,557 8,679

Cash and cash equivalents at beginning of period 22,900 21,127 25,623 17,002 17,002
Exchange difference on cash and cash equivalents 396 67 626 358 –58

Cash and cash equivalents at end of period 23,598 18,917 23,598 18,917 25,623
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DEFINIT IONS

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

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

EBIT
EBIT represents earnings before interest and taxes. EBIT is syn-
onymous with operating income which measures the profit Volvo 
Car Group generate from its operations.   

EBIT margin
EBIT margin is EBIT as a percentage of net revenue and meas-
ures Volvo Car Groups operating efficiency.   

EBITDA
EBITDA represents earnings before interest, taxes, depreciations 
and amortisation, and is another measurement on the operating 
performance. It measures the profit Volvo Car Group generate 
from its operations without effect from previous periods capitali-
zation levels. 

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

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

Net cash/net debt
Net cash/net debt is an indicator of Volvo Car Group’s ability to 
meet its financial obligations. It is represented by liabilities to 
credit institutions and bond loans less cash and cash equivalents 
and marketable securities. If negative, the performance measure 
is referred to as net cash and if positive the performance measure 
is referred to as net debt. 

Western Europe
Norway, Denmark, Finland, Netherlands, Belgium, France, Spain, 
Italy, Germany, Switzerland, Austria, Ireland, UK, Greece and 
Portugal.

Retail sales
Retail sales refer to sales to end customers and is a relevant 
measure of the demand for Volvo Cars from an external point of 
view. 

Performance measures disclosed in the interim report are those that are deemed to give the most true and fair as well as relevant view of 
Volvo Car Group’s financial performance for a reader of the interim report. For reconciliation of performance measures, refer to page 23.

DEFINIT IONS OF PERFORMANCE ME ASURE S

CONTACT

Nils Mösko
Vice President, Head of Investor Relations
+46-(0)31–59 21 09
investors@volvocars.com

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