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This supplement serves as update to the the Base Prospectuses and the tripartite
Prospectuses as mentioned above in connection to the following occurrence:

The publication of the annual report as per 31 December 2019 of UBS Group AG and UBS AG on 28
February 2020 (further the " Annual Report 2019") (please refer to the table below).

The following table shows the updated information and reason for the update of the Base
Prospectuses and tripartite Prospectuses, as mentioned above, and the revisions that have been made
as a result thereof.

Updated information and reason for the Revisions
update
Information regarding UBS AG have been | 1. The information in the Elements B.4b and

updated pursuant to the above mentioned

B.12 of the Summary in the Base Prospectuses

Annual Report 2019. and tripartite Prospectuses. Please refer to the

following sections of this supplement:

Summary English Language
Summary German Language

2. The description and the risk factors of UBS
AG in the Base Prospectuses and tripartite
Prospectuses. Please refer to the following
sections of this supplement:

Information in the Base Prospectuses and
Prospectuses regarding the description of UBS
AG

The Annual Report 2019

This Supplement must be read in conjunction with any information already supplemented
by the previous supplements to the Base Prospectuses and the tripartite Prospectuses.

The attention of the investors is in particular drawn to the following: Investors who have
already agreed to purchase or subscribe for the Notes, Certificates, Bonds or Securities, as
the case may be, before this supplement is published have, pursuant to § 16 (3) of the
German Securities Prospectus Act, the right, exercisable within a time limit of two working
days after the publication of this supplement, to withdraw their acceptances, provided that
the new circumstances or the incorrectness causing the supplement occurred before the
closing of the public offering and before the delivery of the securities. A withdrawal, if any,
of an order must be communicated in writing to one of the following offices of the Issuer:
UBS AG, Bahnhofstrasse 45, 8001 Zurich, Switzerland; UBS AG, Aeschenvorstadt 1, 4051
Basle, Switzerland; UBS AG, Jersey Branch, 24 Union Street, St. Helier JE2 3RF, Jersey,

Channel Islands; UBS AG, London Branch, 5 Broadgate, London EC2M 2QS,United Kingdom
also specified in the address list which can be found on page 818 of this supplement.
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Summary English Language

in relation to the prospectus comprising the Summary and Securities Note dated 6
May 2019 for the issuance of Open End Certificates linked to the UBS Global Quality
Dividend Payers Total Return (EUR) Index (ISIN DEOOOUBSOQD1)

in the section

"Summary of the Prospectus (in the English Language)" in the section headed
"Section B — Issuer”

in relation to the prospectus comprising the Summary and Securities Note dated 8
May 2019 for the issuance of Portfolio Certificates linked to the PTAM Navigator
Portfolio (ISIN CH0441698849)

in the section

"Summary of the Prospectus (in the English Language)" in the section headed
"Section B — Issuer"

in relation to the Base Prospectus dated 13 June 2019 of UBS AG for the offer of
Warrants and other leveraged Securities

in the section

"Summary of the Base Prospectus (in the English Language)" in the section headed
"Section B — Issuer”

in relation to the Base Prospectus dated 19 June 2019 for the offer of Securities

in the section

"Summary of the Base Prospectus (in the English Language)" in the section headed
"Section B — Issuer”

in relation to the Base Prospectus dated 10 July 2019 for the issuance of Fixed Income
Securities (Cash)

in the section

"Summary of the Base Prospectus (in the English Language)’
"Section B — Issuer”

in the section headed

in relation to the prospectus comprising the Summary and Securities Note dated 11
July 2019 for the issuance of Strategy Certificates on GelfarthSelect Strategy (ISIN
CHO0326223960)

in the section

"Summary of the Prospectus (in the English Language)'
"Section B — Issuer"

in the section headed

in relation to the prospectus comprising the Summary and Securities Note dated 11
July 2019 for the issuance of Portfolio Certificates linked to the Smart Health Care
Portfolio (ISIN DEOOOUS8MARS5)

in the section

"Summary of the Prospectus (in the English Language)" in the section headed
"Section B — Issuer”

in relation to the Base Prospectus dated 15 July 2019 for of UBS Express Securities,
UBS Twin-Win Securities, UBS Speeder Securities, UBS Outperformance Plus Securities,
UBS Bonus Securities, UBS Dolphin Securities, UBS Capital Protected Securities and
UBS Accumulator Securities

in the section

"Summary of the Base Prospectus (in the English Language)’
"Section B — Issuer”

in the section headed



the Elements B.4b, B.12 are completely replaced as follows:

B.4b

A description of
any known
trends affecting
the issuer or the
industries in
which it
operates.

Trend Information

As indicated in the Annual Report 2019, UBS expects continued
sub-trend growth in the coming year, and the global economy to
continue expanding at about the same pace as in 2019.
Consumer spending has remained robust in much of the world,
especially in the US, where it is supported by a vibrant job
market. The year ended with news of a “Phase 1" trade deal
between the US and China, along with indications that tensions
between the two powers may lessen. Not only did the agreement
withdraw planned tariff increases and reverse some existing
tariffs, it also moved negotiations forward in other areas of
contention, such as intellectual property protection and US access
to China’s financial services market. While this truce could be
fragile and the US—China rivalry is not about to end anytime
soon, the deal appears to reduce the risks to the global economy
and business investment. The UK left the European Union on 31
January 2020 and has entered a transition period in which the
UK now faces a race to conclude talks on a trade deal with the
EU ahead of the end of its transition period on 31 December
2020. The next major political focus for markets will be the US
election in November, which could generate higher volatility and
affect key US sectors, such as technology, energy, finance and
health care. Against a backdrop of sluggish growth and
continued political risk, UBS believes central banks will be in no
rush to raise rates. UBS does not expect the US Federal Reserve to
increase rates in the coming year, barring an unexpected shift in
the trajectory of the economic data. Rates are unlikely to rise
again until 2021. UBS expects the ECB to cut rates to negative
0.6%, with the Swiss National Bank maintaining rates at a
negative 0.75%.

The outbreak of novel Coronavirus, or Covid-19, in China and its
subsequent spread worldwide has significantly increased risk
within the global economy and investor uncertainty. In addition,
substantial deterioration in oil prices may have additional effects
on the economy and certain sectors. As a result equity markets
have experienced significant declines, market volatility has
substantially increased and some markets have experienced
disruptions in orderly function. In the short-term UBS may benefit
from higher transaction volumes and increased volatility,
although continuation of these trends is uncertain. Looking
forward lower asset prices would adversely affect invested assets
with a consequent effect on recurring fee income, and lower
interest rates will reduce net interest income.

The outbreak of Covid-19 and the measures being taken globally
to reduce the peak of the resulting pandemic will likely have a
significant adverse effect on global economic activity, including in
China, the United States and Europe. In addition, these factors
are likely to have an adverse effect on the credit profile of some
of UBS's clients and other market participants, which may result
in an increase in expected credit loss expense and credit
impairments.

B.12

Selected
historical key
financial

UBS AG derived the selected consolidated financial information
included in the table below for the years ended 31 December
2019, 2018 and 2017 from the Annual Report 2019, except




information.

where noted.

The consolidated financial statements were prepared in
accordance with International Financial Reporting Standards
("IFRS") issued by the International Accounting Standards Board
("IASB"). Effective from1 October 2018, the functional currency
of UBS Group AG and UBS AG's Head Office in Switzerland
changed from Swiss francs to US dollars and that of UBS AG's
London Branch from British pounds to US dollars, in compliance
with the requirements of International Accounting Standard
(IAS). The presentation currency of UBS AG's consolidated
financial statements has changed from Swiss francs to US dollars
to align with the functional currency changes of significant
Group entities. Prior periods have been restated for this
presentation currency change. Assets, liabilities and total equity
were translated to US dollars at closing exchange rates prevailing
on the respective balance sheet dates, and income and expenses
were translated at the respective average rates prevailing for the
relevant periods.

Information for the years ended 31 December 2019, 2018 and
2017 which is indicated as being unaudited in the table below
was included in the Annual Report 2019, but has not been
audited on the basis that the respective disclosures are not
required under IFRS, and therefore are not part of the audited
financial statements.

As of or for the year ended

USD million, except where indicated

31.12.19 | 31.12.18 31.12.17

audited, except where indicated

Results

Income statement

Operating income 29,307 30,642 30,044
Net interest income ! 4,415 4,971 6,021
Net fee and commission income 17,460 17,930 17,550
Credit loss (expense) / recovery (78) (117) (131)
S:Qfeitrgreﬁ)isrgﬁome from financial instruments measured at fair value through 6,833 6,953 5,640
Operating expenses 24,138 25,184 24,969
Operating profit / (loss) before tax 5,169 5,458 5,076
Net profit / (loss) attributable to shareholders 3,965 4,107 758
Balance sheet 2

Total assets 971,916 958,055 940,020
Total financial liabilities measured at amortized cost 617,429 612,174 660,498




of which: customer deposits 450,591 421,986 423,058
of which: debt issued measured at amortized cost 62,835 91,245 107,458
of which: subordinated debt 7,431 7,511 9,217
Total financial liabilities measured at fair value through profit or loss 291,452 283,717 217,814
of which: debt issued designated at fair value 66,592 57,031 50,782
Loans and advances to customers 327,992 321,482 328,952
Total equity 53,928 52,432 52,046
Equity attributable to shareholders 53,754 52,256 51,987
Profitability and growth
Return on equity (%) 3 7.4* 7.9* 1.4*
Return on tangible equity (%) 4 8.5* 9.1* 1.6*
Return on common equity tier 1 capital (%) ° 11.3* 11.9* 2.3*
Return on risk-weighted assets, gross (%) © 11.2* 12.0* 12.8*
Return on leverage ratio denominator, gross (%)’ 3.2* 3.4* 3.4*
Cost / income ratio (%) & 82.1* 81.9* 82.7%
Net profit growth (%) ° (3.4)* 441.9* (77.4)*
Resources
Common equity tier 1 capital %™ 35,280 34,608 34,100*
Risk-weighted assets 10 257,831* 262,840* 242,725*
Common equity tier 1 capital ratio (%) '° 13.7* 13.2% 14.0*
Going concern capital ratio (%) '° 18.3* 16.1* 15.6*
Total loss-absorbing capacity ratio (%) '° 33.9* 31.3* 31.4*
Leverage ratio denominator 10 911,232* | 904,458* 1 910,133*
Common equity tier 1 leverage ratio (%) '° 3.87* 3.83* 3.75*
Going concern leverage ratio (%) '° 5.2* 4.7* 4.2*
Total loss-absorbing capacity leverage ratio (%) '° 9.6* 9.1* 8.4*
Other
Invested assets (USD billion) 2 3,607 3,101 3,262
Personnel (full-time equivalents) 47,005* 47,643* 46,009*
* unaudited

1 Effective 1 January 2019, UBS AG refined the presentation of dividend income and expense. This resulted in a
reclassification of dividends from Interest income (expense) from financial instruments measured at fair value through profit
or loss into Other net income from financial instruments measured at fair value through profit or loss (prior to 1 January
2019: Other net income from fair value changes on financial instruments). Net Interest Income and Other net income from




financial instruments measured at fair value through profit or loss for prior-year comparative was restated accordingly.
2Balance sheetinformation for year ended 31 December 2017 is derived from the Annual Report 2018.

3 Calculated as net profit attributable to shareholders (annualized as applicable) divided by average equity attributable to
shareholders. This measure provides information about the profitability of the business in relation to equity.

4 Calculated as net profit attributable to shareholders (annualized as applicable) divided by average equity attributable to
shareholders less average goodwill and intangible assets. Effective 1 January 2019, the definition of the numerator for return
on tangible equity has been revised to align it with the numerators for return on equity and return on CET1 capital; i.e., it is
no longer adjusted for amortization and impairment of goodwill and intangible assets. Prior periods have been restated. This
measure provides information about the profitability of the business in relation to tangible equity.

5 Calculated as net profit attributable to shareholders (annualized as applicable) divided by average common equity tier 1
capital. This measure provides information about the profitability of the business in relation to common equity tier 1 capital.

6 Calculated as operating income before credit loss expense or recovery (annualized as applicable) divided by average risk-
weighted assets. This measure provides information about the revenues of the business in relation to risk-weighted assets.

7 Calculated as operating income before credit loss expense or recovery (annualized as applicable) divided by average leverage
ratio denominator. This measure provides information about the revenues of the business in relation to leverage ratio
denominator.

8 Calculated as operating expenses divided by operating income before credit loss expense or recovery. This measure provides
information about the efficiency of the business by comparing operating expenses with gross income.

9 Calculated as change in net profit attributable to shareholders from continuing operations between current and comparison
periods divided by net profit attributable to shareholders from continuing operations of comparison period. This measure
provides information about profit growth in comparison with the prior-year period.

10Based on the Swiss systemically relevant bank framework as of 1 January 2020.

1 The information as published in Swiss francs in the Annual Report 2017 for the period ended on 31 December 2017 (CHF
33,240 million) was audited.

2 Includes invested assets for Global Wealth Management, Asset Management and Personal & Corporate Banking.
Calculated as the sum of managed fund assets, managed institutional assets, discretionary and advisory wealth management
portfolios, fiduciary deposits, time deposits, savings accounts, and wealth management securities or brokerage accounts. This
measure provides information about the volume of client assets managed by or deposited with UBS for investment purposes.

Material adverse | There has been no material adverse change in the prospects of
change UBS AG or UBS AG Group since 31 December 2019.

statement.

Significant There has been no significant change in the financial or trading
changes in the | position of UBS AG or UBS AG Group since 31 December 2019,
financial and | which is the end of the last financial period for which financial
trading position | information has been published.
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Summary German Language

in relation to the prospectus comprising the Summary and Securities Note dated 6
May 2019 for the issuance of Open End Certificates linked to the UBS Global Quality
Dividend Payers Total Return (EUR) Index (ISIN DEOOOUBSOQD1)

in the section

"Summary of the Prospectus (in the German Language)" in the section headed

" Abschnitt B — Emittentin”

in relation to the prospectus comprising the Summary and Securities Note dated 8
May 2019 for the issuance of Portfolio Certificates linked to the PTAM Navigator
Portfolio (ISIN CH0441698849)

in the section

"Summary of the Prospectus (in the German Language)" in the section headed
"Abschnitt B — Emittentin”

in relation to the Base Prospectus dated 13 June 2019 of UBS AG for the offer of
Warrants and other leveraged Securities

in the section

"Summary of the Base Prospectus (in the German Language)" in the section headed
"Abschnitt B — Emittentin”

in relation to the Base Prospectus dated 19 June 2019 for the offer of Securities

in the section

"Summary of the Base Prospectus (in the German Language)" in the section headed
" Abschnitt B — Emittentin”

in relation to the Base Prospectus dated 10 July 2019 for the issuance of Fixed Income
Securities (Cash)

in the section

"Summary of the Base Prospectus (in the German Language)" in the section headed
"Abschnitt B — Emittentin”

in relation to the prospectus comprising the Summary and Securities Note dated 11
July 2019 for the issuance of Strategy Certificates on GelfarthSelect Strategy (ISIN
CH0326223960)

in the section

"Summary of the Prospectus (in the German Language)'
"Abschnitt B — Emittentin”

in the section headed

in relation to the prospectus comprising the Summary and Securities Note dated 11
July 2019 for the issuance of Portfolio Certificates linked to the Smart Health Care
Portfolio (ISIN DEOOOUS8MARS)

in the section

"Summary of the Prospectus (in the German Language)" in the section headed
"Abschnitt B — Emittentin”

in relation to the Base Prospectus dated 15 July 2019 for of UBS Express Securities,
UBS Twin-Win Securities, UBS Speeder Securities, UBS Outperformance Plus Securities,
UBS Bonus Securities, UBS Dolphin Securities, UBS Capital Protected Securities and
UBS Accumulator Securities

in the section

"Summary of the Base Prospectus (in the German Language)*
" Abschnitt B — Emittentin”

in the section headed



the Elements B.4b and B.12 are completely replaced as follows:

B.4b

Alle bereits
bekannten
Trends, die sich
auf die
Emittentin  und
die Branchen, in
denen sie tatig
ist, auswirken.

Trend Informationen

Wie aus dem Geschaftsbericht 2019 hervorgeht, erwartet UBS fiir
das kommende Jahr ein anhaltendes Subtrendwachstum und die
Weltwirtschaft wird in etwa so schnell wachsen wie in 2019. Die
Verbraucherausgaben sind in weiteren Teilen der Welt robust
geblieben, insbesondere in den USA, wo sie von einem
dynamischen Arbeitsmarkt gestitzt werden. Das Jahr endete mit
der Nachricht von einem "Phase 1"-Handelsabkommen zwischen
den USA und China, zusammen mit Hinweisen darauf, dass die
Spannungen zwischen den beiden Machtstaaten nachlassen
kénnten. Das Abkommen hat nicht nur geplante Zollerhéhungen
zurlckgezogen und einige bestehende Zolle ruckgangig
gemacht, sondern auch die Verhandlungen in anderen
Streitbereichen wie dem Schutz geistigen Eigentums und dem
Zugang der USA zum chinesischen Finanzdienstleistungsmarkt
vorangetrieben. Obwohl dieser Waffenstillstand zerbrechlich sein
kénnte und die Rivalitdat zwischen den USA und China in
absehbarer Zeit nicht enden wird, scheint das Abkommen die
Risiken fir die Weltwirtschaft und die Unternehmensinvestitionen
zu verringern. Das Vereinigte Konigreich hat die Europaische
Union am 31. Januar 2020 verlassen und ist in eine
Ubergangsphase eingetreten, in der das Vereinigte Koénigreich
nun vor dem Ende seiner Ubergangszeit am 31. Dezember 2020
vor dem Rennen um den Abschluss der Gesprache Uber ein
Handelsabkommen mit der EU steht. Der nachste wichtige
politische Fokus fur die Markte wird die US-Wahl im November
sein, die zu einer hdéheren Volatilitdt fuhren und wichtige US-
Sektoren wie Technologie, Energie, Finanzen wund Das
Gesundheitswesen betreffen kénnte. Vor dem Hintergrund des
schleppenden Wachstums und des anhaltenden politischen
Risikos glaubt die UBS, dass die Zentralbanken keine Eile haben
werden, die Zinsen zu erhdhen. UBS erwartet nicht, dass die US-
Notenbank Federal Reserve die Zinsen im kommenden Jahr
anheben wird, was eine unerwartete Verschiebung des
Kursverlaufs  der  Wirtschaftsdaten  ausschlieBt.  Es st
unwahrscheinlich, dass die Zinsen bis 2021 wieder steigen
werden. UBS erwartet, dass die EZB die Zinsen auf 0,6% senken
wird, wahrend die Schweizerische Nationalbank die Zinsen bei
einem minus 0,75% belassen wird.

Der Ausbruch des neuartigen Coronavirus, oder Covid-19, in
China und seine anschlieBende Verbreitung weltweit hat das
Risiko innerhalb der Weltwirtschaft und die Unsicherheit der
Investoren deutlich erhéht. Darlber hinaus kann eine erhebliche
Verschlechterung der Olpreise zusétzliche Auswirkungen auf die
Wirtschaft und bestimmte Sektoren haben. Infolgedessen sind die
Aktienmarkte deutlich zurlickgegangen, die Marktvolatilitat hat
erheblich zugenommen und einige Markte haben Stérungen in
geordneter Funktion erlebt. Kurzfristig kénnte die UBS von einem
héheren Transaktionsvolumen und einer erhdhten Volatilitat
profitieren, auch wenn eine Fortsetzung dieser Trends ungewiss
ist. Niedrigere Vermogenspreise wirden sich negativ auf die
investierten  Vermogenswerte  auswirken, was sich  auf
wiederkehrende  GebUhrenertrdge auswirken wirde, und
niedrigere Zinssatze wirden den Zinstberschuss verringern.

Der Ausbruch von Covid-19 und die MaBnahmen, die weltweit
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ergriffen werden, um den Hohepunkt der daraus resultierenden
Pandemie zu verringern, werden wahrscheinlich erhebliche
negative Auswirkungen auf die globale Wirtschaftstatigkeit
haben, einschlieBlich in China, den Vereinigten Staaten und
Europa. Dartber hinaus durften sich diese Faktoren nachteilig auf
das  Kreditprofil  einiger ~ UBS-Kunden  und  anderer
Marktteilnehmer auswirken, was zu einer Erhohung der
erwarteten Kreditausfallaufwendungen und
Kreditwertminderungen fihren kann.

B.12 Ausgewahlte
wesentliche
historische
Finanz-
informationen

Die  unten  aufgefihrten  ausgewahlten  konsolidierten
Finanzinformationen fur die Geschaftsjahre endend am 31.
Dezember 2019, 2018 wund 2017 stammen aus dem
Geschaftsbericht 2019, auBer wo vermerkt.

Die konsolidierten Finanzabschliisse wurden in Ubereinstimmung
mit den International Financial Reporting Standards ("IFRS") des
International Accounting Standards Board ("IASB") erstellt. Mit
Wirkung zum 1. Oktober 2018 wurde die funktionale Wahrung
der UBS Group AG und des Hauptsitzes der UBS AG in der
Schweiz von Schweizer Franken auf US-Dollar und die der
Niederlassung London der UBS AG von britischen Pfund auf US-
Dollar umgestellt, in Ubereinstimmung mit den Anforderungen
des International Accounting Standard (IAS). Die Berichtswahrung
der konsolidierten Finanzinformationen der UBS AG, wurde
ebenfalls von Schweizer Franken auf US-Dollar umgestellt, um
den Anderungen der funktionalen Wahrung wesentlicher
Konzerngesellschaften Rechnung zu tragen. Vorperioden
wurden fur diese Berichtswahrung angepasst. Vermogenswerte,
Verbindlichkeiten und Eigenkapital wurden zu Schlusskursen an
den jeweiligen Bilanzstichtagen in US-Dollar umgerechnet, und
die Ertrdge und die Aufwendungen wurden zu den jeweiligen
Durchschnittskursen der relevanten Zeitrdume umgerechnet.

Die Informationen fur die Geschéaftsjahre endend am 31.
Dezember 2019, 2018 und 2017, die in der nachstehenden
Tabelle mit ,ungeprift” gekennzeichnet sind, wurden in den
Geschaftsbericht 2019 aufgenommen, wurden jedoch nicht
gepruft, da die entsprechenden Angaben nach IFRS nicht
erforderlich sind und daher nicht Bestandteil des gepriften
Abschlusses sind.

Fur das Jahr endend am oder per

Mio, USD, Ausnahmen sind angegeben

31.12.19 31.12.18 31.12.17

Geprdft, Ausnahmen sind angegében

Ergebnisse

Gewinn- und Verlustrechnung

Geschéftsertrag 29.307 30.642 30.044
Nettozinsertrage ' 4.415 4.971 6.021
Provisionstberschuss 17.460 17.930 17.550
Wertberichtigungen fur Kreditrisiken (78) 117) (131)
Andere Ertrdge aus erfolgswirksam zum

Zeitwert bilanzgierten Finanzingstrumenten ! 6.833 6.953 >.640
Geschéaftsaufwand 24.138 25.184 24.969
Ergebnis vor Steuern 5.169 5.458 5.076
Den Aktionaren zurechenbares Ergebnis 3.965 4.107 758

Bilanz 2

Bilanzsumme

971.916 | 958.055 | 940.020

"




Total zu fortgefiihrten Anschaffungskosten

bewertete Finanzverbindlichkeiten 617.429 e12.174 660.498
davon: Kundeneinlagen 450.591 421.986 423.058
davon: zu fortgefihrten 62.835 91.245 107.458

Anschaffungskosten bewertete Schuldtitel ’ ’ ’
davon: nachrangige Verbindlichkeiten 7.431 7.511 9.217

Totale finanzielle Verbindlichkeiten, die

erfolgswirksam zum beizulegenden Zeitwert 291.452 283.717 217.814

bewertet werden

. davon: Sc'hu/dt/te/, die zum 66.592 57 031 50.782
beizulegenden Zeitwert bewertet werden

Forderungen an Kunden 327.992 321.482 328.952

Gesamteigenkapital 53.928 52.432 52.046

Den Aktiondren zurechenbares Eigenkapital 53.754 52.256 51.987

Profitabilitdt und Wachstum

Rendite auf Eigenkapital (%) 3 7,4* 7,9*% 1,4*%

Eigenkapitalrendite abzuglich Goodwill und 85+ 9,1% 16

anderer immaterieller Vermogenswerte (%) 4
Rendite auf Hartes Kernkapital (CET1) (%) ° 11,3* 11,9* 2,3*
Rendite auf risikogewichteten Aktiven

11,2* 12,0* 12,8*
brutto (%) © ' ' '
Rendite auf den Leverage Ratio Denominator . N .
brutto (%)’ 3.2 34 34
Verhéltnis von Geschaftsaufwand /

82,1* 81,9* 82,7*
Geschéftsertrag (%) 8 ! ! !
Wachstum des Ergebnisses (%) ° (3,4)* 441,9* (77,4)*
Resourcen
Hartes Kernkapital (CET1) 101 35.280 34.608 34.100*
Risikogewichtige Aktiven ™0 257.831* 262.840* 242.725*
Harte Kernkapitalquote (CET1) (%) '© 13,7* 13,2* 14,0*
Going Concern Kapitalquote (%) '° 18,3* 16,1* 15,6*
Total Verlustabsorptionsfahigkeit Ratio (%) 33,9* 31,3* 31,4*
Leverage Ratio Denominator '° 911.232* 904.458* 910.133*
Harte Kernkapitalquote (CET1) 3,87+ 3 83+ 3 75+

Leverage Ratio (%) '°
Going Concern Leverage ratio (%) '© 5,2* 4,7* 4,2*
Total Verlustabsorptionsfahigkeit

. * 1* 4%
Leverage Ratio (%) ° 2.6 & 8
Andere
Verwaltete Vermogen (in Mrd, USD) 1? 3.607 3.101 3.262
Personal (auf Vollzeitbasis) 47.005* 47.643* 46.009*
*ungepruft

1 Mit Wirkung zum 1. Januar 2019 hat die UBS AG die Darstellung von Dividendenertragen und -aufwendungen verfeinert.
Dies fuhrte zu einer Neuklassifizierung von Dividenden aus Zinsertragen (Aufwendungen) aus Finanzinstrumenten, die zum
beizulegenden Zeitwert durch Gewinn oder Verlust in sonstige Nettogewinne aus Finanzinstrumenten, die zum
beizulegenden Zeitwert durch Gewinn oder Verlust (vor 1 Januar 2019: Sonstiges Ergebnis aus Fair-Value-Anderungen bei
Finanzinstrumenten). Das Zinsergebnis und das sonstige Nettoergebnis aus Finanzinstrumenten, die zum beizulegenden
Zeitwert durch Gewinn oder Verlust fir den Vorjahresvergleich bewertet wurden, wurden entsprechend angepasst.

2 Die Bilanzinformationen fur das am 31. Dezember 2017 abgelaufene Geschéftsjahr stammen aus dem Geschaftsbericht
2018.

3 Den Aktiondren zurechenbares berechnetes Konzernergebnis (gegebenenfalls. annualisiert) dividiert durch den Aktionaren
zurechenbares durchschnittliches Eigenkapital. Diese MaBnahme gibt Auskunft Uber die Rentabilitdt des Geschafts im
Verhaltnis zum Eigenkapital.

4 Den Aktiondren zurechenbares berechnetes Konzernergebnis (gegebenenfalls annualisiert) dividiert duch das den
Aktiondren zurechenbare durchschnittliche Eigenkapital abztglich des durchschnittlichen Geschéfts- oder Firmenwerts
(goodwill) und der immateriellen Vermogenswerte. Effektiv ab dem 1. Januar 2019 wurde die Definition des Zahlers fur die
Eigenkapitalrendite Uberarbeitet, um den Zahlern fiir die Eigenkapitalrendite und die CET1- Kapitalrendite zu entsprechen.
Das heiBt, es wird nicht mehr um Abschreibungen und

Wertminderungen von Firmenwerten und immateriellen Vermégenswerten bereinigt. Vorperioden wurden angepasst. Diese
Kennzahl liefert Informationen zu der Rentabilitdt des Geschéfts in Bezug auf die materiellen Vermégenswerte.

5 Den Aktiondren zurechenbares berechnetes Konzernergebnis (annualisiert wenn anwendbar) dividiert durch
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durchschnittliches Hartes Kernkapital (CET1). Diese MaBnahme liefert Informationen Gber die Rentabilitdt des Unternehmens
in Bezug auf das Harte

Kernkapital (CET1).

6 Berechneter Geschaftsertrag vor Wertberichtigungen fir Kreditrisiken oder Kreditriickforderung (annualisiert wenn
anwendbar) dividiert durch durchschnittliche risikogewichteten Aktiven. Diese Kennzahl liefert Informationen zu den
Einnahmen des

Geschafts in Bezug auf die risikogewichteten Aktiven.

7 Berechneter Geschaftsertrag vor Wertberichtigungen fir Kreditrisiken oder Kreditriickforderung (annualisiert wenn
anwendbar) dividiert durch einen durchschnittlichen Leverage Ratio Denominator. Diese Kennzahl liefert Informationen zu
den Einnahmen des Geschéfts in Bezug auf den Leverage Ratio Denominators.

8 Berechneter Geschéftsaufwand dividiert duch den Geschaftsertrag vor Wertberichtigungen fir Kreditrisiken oder
Kreditruckforderung. Diese Kennzahl liefert Informationen tber die Effizienz des Geschafts indem der Geschéftsaufwand mit
dem Geschéaftsertrag

verglichen wird.

9 Berechnete Verdnderung des aktuellen den Aktiondren zurechenbaren Konzernergebnisses aus fortzufhrenden
Geschaftsbereichen in der laufenden Periode im Vergleich zur Referenzperiode dividiert durch das den Aktionaren
zurechenbare Konzernergebnis aus fortzufihrenden Geschaftsbereichen in der Referenzperiode. Diese Kennzahl liefert
Informationen Uber das Ergebniswachstum im Vergleich zu friheren Jahresperioden.

10 Basiert auf den Regeln fiir Schweizer systemrelevante Banken (SRB) ab dem 1. Januar 2020.

1 Die im Geschaftsbericht 2017 in Schweizer Franken ver&ffentlichten Informationen fir die am 31. Dezember 2017 endende
Periode (CHF 33.240 Millionen) wurden gepruft.

12 Enthalt Vermogen unter der Verwaltung von Global Wealth Management, Asset Management und Personal & Corporate
Banking. Berechnet als Summe aus verwalteten Fondsvermogen, verwalteten institutionellen Vermogenswerten,
diskretiondren und beratenden Vermdgensverwaltungsportfolios, Treuhandeinlagen, Zeiteinlagen, Sparkonten und
Vermdgensverwaltungspapieren oder Brokerkonten. Diese MaBnahme liefert Informationen tber das Volumen der von UBS
verwalteten oder bei UBS hinterlegten Kundenvermdgen zu Anlagezwecken.

Erklérung Seit dem 31.Dezember 2019 sind keine wesentlichen
hinsichtlich nachteiligen Verdnderungen in den Aussichten der UBS AG oder
wesentlicher der UBS AG Gruppe eingetreten.

Ver-

schlechterung.

Wesentliche Seit dem 31. Dezember 2019, welches das Enddatum des letzten
Verdanderungen | Finanzzeitraums ist, flr welchen ein  Zwischenabschluss
in der Finanz- | veroffentlicht wurde, sind keine wesentlichen Verdnderungen der
lage oder der | Finanzlage oder der Handelsposition der UBS AG bzw. UBS AG
Handelsposition. | Gruppe eingetreten.

13




3)

Information in the Base Prospectuses and Prospectuses regarding the

description of UBS AG

0]

(m

(1

(Iv)

V)

(v

(vi)

(Vi)

in relation to the prospectus comprising the Summary and Securities Note dated 6
May 2019 for the issuance of Open End Certificates linked to the UBS Global Quality
Dividend Payers Total Return (EUR) Index (ISIN DEOOOUBSOQD1)

in the section

"DESCRIPTION OF THE ISSUER"

in relation to the prospectus comprising the Summary and Securities Note dated 8
May 2019 for the issuance of Portfolio Certificates linked to the PTAM Navigator
Portfolio (ISIN CH0441698849)

in the section

"DESCRIPTION OF THE ISSUER"

in relation to the Base Prospectus dated 13 June 2019 of UBS AG for the offer of
Warrants and other leveraged Securities

in the section

"DESCRIPTION OF THE ISSUER"

in relation to the Base Prospectus dated 19 June 2019 for the offer of Securities
in the section
"DESCRIPTION OF THE ISSUER"

in relation to the Base Prospectus dated 10 July 2019 for the issuance of Fixed Income
Securities (Cash)

in the section

"DESCRIPTION OF UBS AG"

in relation to the prospectus comprising the Summary and Securities Note dated 11
July 2019 for the issuance of Strategy Certificates on GelfarthSelect Strategy (ISIN
CH0326223960)

in the section

"DESCRIPTION OF THE ISSUER"

in relation to the prospectus comprising the Summary and Securities Note dated 11
July 2019 for the issuance of Portfolio Certificates linked to the Smart Health Care
Portfolio (ISIN DEOOOUS8MARS5)

in the section

"DESCRIPTION OF THE ISSUER"

in relation to the Base Prospectus dated 15 July 2019 for of UBS Express Securities,
UBS Twin-Win Securities, UBS Speeder Securities, UBS Outperformance Plus Securities,
UBS Bonus Securities, UBS Dolphin Securities, UBS Capital Protected Securities and
UBS Accumulator Securities

in the section

"DESCRIPTION OF THE ISSUER"
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the subsection "General Information on UBS AG" is completely replaced as
follows:

(1) General Information on UBS AG

UBS AG with its subsidiaries (together, "UBS AG consolidated”, or "UBS AG Group";
together with UBS Group AG, which is the holding company of UBS AG, and its
subsidiaries, "UBS Group", "Group", "UBS" or "UBS Group AG consolidated") provides
financial advice and solutions to private, institutional and corporate clients worldwide, as
well as private clients in Switzerland. The operational structure of the Group is comprised
of the Corporate Center and four business divisions: Global Wealth Management, Personal
& Corporate Banking, Asset Management and the Investment Bank. UBS concentrates on
capital-efficient businesses in its targeted markets, where UBS has a strong competitive
position and an attractive long-term growth or profitability outlook. UBS views capital
strength as the foundation of its strategy. In delivering all of UBS as one firm to its clients,
UBS intends to: strengthen its leading client franchises and grow share; position UBS for
growth by expanding its services and capabilities; drive greater efficiencies and scale; and
further intensify collaboration for the benefit of its clients.

On 31 December 2019, UBS Group's common equity tier 1 ("CET1") capital ratio was
13.7%, the CET1 leverage ratio was 3.90%, the total loss-absorbing capacity ratio was
34.6%, and the total loss-absorbing capacity leverage ratio was 9.8%. On the same date,
invested assets stood at USD 3,607 billion, equity attributable to shareholders was USD
54,533 million and market capitalisation was USD 45,661 million. On the same date, UBS
employed 68,601 people.

On 31 December 2019, UBS AG consolidated CET1 capital ratio was 13.7%, the CET1
leverage ratio was 3.87%, the total loss-absorbing capacity ratio was 33.9%, and the total
loss-absorbing capacity leverage ratio was 9.6%.1 On the same date, invested assets stood
at USD 3,607 billion and equity attributable to UBS AG shareholders was USD 53,754
million. On the same date, UBS AG Group employed 47,005 people.

The rating agencies S&P Global Ratings Europe Limited ("Standard & Poor's"), Moody's
Deutschland GmbH ("Moody's"), Fitch Ratings Limited ("Fitch Ratings"), and Scope
Ratings GmbH ("Scope Ratings") have published solicited credit ratings reflecting their
assessment of the creditworthiness of UBS AG, i.e. its ability to fulfil in a timely manner
payment obligations, such as principal or interest payments on long-term loans, also
known as debt servicing. The ratings from Fitch Ratings, Standard & Poor's and Scope
Ratings may be attributed a plus or minus sign, and those from Moody's a number. These
supplementary attributes indicate the relative position within the respective rating class.
UBS AG has a long-term counterparty credit rating of A+ (outlook: stable) from Standard &
Poor's, long-term senior debt rating of Aa3 (outlook: stable) from Moody's, long-term
issuer default rating of AA- (outlook: stable) from Fitch Ratings and issuer rating of AA-
(outlook: stable) from Scope Ratings.

An explanation of the significance of ratings may be obtained from the rating agencies.
Generally, rating agencies base their ratings on such material and information, and such of
their own investigations, studies and assumptions, as they deem appropriate. The ratings
of UBS AG should be evaluated independently from similar ratings of other entities, and
from the rating, if any, of its securities. A credit rating is not a recommendation to buy, sell
or hold securities issued or guaranteed by the rated entity and may be subject to review,
revision, suspension, reduction or withdrawal at any time by the assigning rating agency.
All the above-mentioned rating agencies are registered as credit rating agencies under
Regulation (EC) No 1060/2009 as amended by Regulation (EU) No 513/2011.

The following table gives an overview of the rating classes as used by the above rating
agencies and their respective meaning. UBS AG's rating is indicated by the red box.
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Extremely strong capacity to meet
financial commitments

Highest quality Highest credit quality

Issuer Rating

AAA

The safest, most stable and
sustainable risk
characteristics across the
credit spectrum, extremely
strong financial and
business fundamentals

Very high  credit
quality

Very strong capacity to meet financial
commitments

High quality

AA+

AA

AA-

Very strong and well-
rounded business
franchises, as well as
viable, well-tested and
sustainable business
models

Strong capacity to meet its financial

Upper-medium grade High credit quality

A+

Attractive franchises,
although in some instances
some areas of activity in
the business mix may be
less  convincing  than
others, potentially
situations  of  weaker
macroeconomic factors
affecting some  banks’
performance, but overall
viability is not threatened,
as this relative weakness is
well mitigated by good
financial fundamentals,
reliable management and
risk-averse strategies

MEE S Medium grade Good credit quality

financial commitments

BBB+

BBB

BBB-

For some banks in the BBB
range, macroeconomic
weakness affects
performance, Overall
prudential  metrics  are
acceptable and risks are
generally well managed
and currently under
control, Some institutions
at the lower end of the
BBB range may remain
anchored in challenged
franchises

Less
vulnerable

in the near
term  than
other lower-
rated

obligors

Speculative,
to substantial
risk

subject

credit Speculative

BB+

BB

BB-

A mix of intrinsic weakness
of  several key risk
indicators — asset quality,
revenue generation and/or
prudential metrics — and
stressed  macroeconomic
factors

More
vulnerable
than the
obligors
rated 'BB'

Speculative,  subject

to high credit risk ity sl

commitments
Adequate capacity to

B+

Generally affected by weak
financial and  business
metrics, likely accompanied
by borderline prudential
metrics
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L ; Substantial credit risk | CCC : .
Significant speculative Severely eroded financial
characteristics Very high levels of metrics,  very  possibly
L ccC . .
credit risk inadequate prudential
: indicators, potentially can
Currently Speculative, of poor no longer pursue business
wlinerEsiE standing and subject activities as a going
to very high credit risk Exceptionally high concern, range may be
ewells off @reelic ik € very close to or already are
in resolution, or close to
insolvency proceedings for
non-resolvable banks
Highly  speculative,
iy likely in, or.very near,
) default with some .
highly Restricted default
prospect of recovery
vulnerable .
of  principal  and
interest
Typically in default,
. with little prospect for
Under regulatory supervision ey oF el Default D Default-like event
or interest

Selective Default

Default

All the above-mentioned rating agencies are registered as credit rating agencies under
Regulation (EC) No 1060/2009 as amended by Regulation (EU) No 513/2011.

Corporate Information
The legal and commercial name of the company is UBS AG.

The company was incorporated under the name SBC AG on 28 February 1978 for an
unlimited duration and entered in the Commercial Register of Canton Basel-City on that
day. On 8 December 1997, the company changed its name to UBS AG. The company in its
present form was created on 29 June 1998 by the merger of Union Bank of Switzerland
(founded 1862) and Swiss Bank Corporation (founded 1872). UBS AG is entered in the
Commercial Registers of Canton Zurich and Canton Basel-City. The registration number is
CHE-101.329.561.

UBS AG is incorporated and domiciled in Switzerland and operates under the Swiss Code
of Obligations as an Aktiengesellschaft, a corporation limited by shares. UBS AG's Legal
Entity Identifier (LEl) code is BFEM8T61CT2L1QCEMIK50.

According to article 2 of the articles of association of UBS AG dated 26 April 2018
("Articles of Association"), the purpose of UBS AG is the operation of a bank. Its scope of
operations extends to all types of banking, financial, advisory, trading and service activities
in Switzerland and abroad. UBS AG may establish branches and representative offices as
well as banks, finance companies and other enterprises of any kind in Switzerland and
abroad, hold equity interests in these companies, and conduct their management. UBS AG
is authorized to acquire, mortgage and sell real estate and building rights in Switzerland
and abroad. UBS AG may borrow and invest money on the capital markets. UBS AG is part
of the group of companies controlled by the group parent company UBS Group AG. It may
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promote the interests of the group parent company or other group companies. It may
provide loans, guarantees and other kinds of financing and security for group companies.

The addresses and telephone numbers of UBS AG's two registered offices and principal
places of business are: Bahnhofstrasse 45, CH-8001 Zurich, Switzerland, telephone +41 44
234 1111; and Aeschenvorstadt 1, CH-4051 Basel, Switzerland, telephone +41 61 288
5050.

Organisational Structure of UBS AG

UBS AG is a Swiss bank and the parent company of the UBS AG Group. It is 100% owned
by UBS Group AG, which is the holding company of the UBS Group. UBS operates as a
group with four business divisions and a Corporate Center.

In 2014, UBS began adapting its legal entity structure to improve the resolvability of the
Group in response to too big to fail requirements in Switzerland and recovery and
resolution regulation in other countries in which the Group operates. In December 2014,
UBS Group AG became the holding company of the Group.

In 2015, UBS AG transferred its personal & corporate banking and wealth management
businesses booked in Switzerland to the newly established UBS Switzerland AG, a banking
subsidiary of UBS AG in Switzerland. In 2016, UBS Americas Holding LLC was designated
as the intermediate holding company for UBS's US subsidiaries and UBS merged its wealth
management subsidiaries in various European countries into UBS Europe SE, UBS's
German-headquartered European subsidiary. Additionally, UBS transferred the majority of
Asset Management's operating subsidiaries to UBS Asset Management AG. Effective 1
April 2019, the portion of the Asset Management business in Switzerland conducted by
UBS AG was transferred from UBS AG to its indirect subsidiary, UBS Asset Management
Switzerland AG.

UBS Business Solutions AG, a wholly owned subsidiary of UBS Group AG, was established
in 2015 and acts as the Group service company. In 2017, UBS's shared services functions in
Switzerland and the UK were transferred from UBS AG to UBS Business Solutions AG. UBS
also completed the transfer of shared services functions in the US to its US service
company, UBS Business Solutions US LLC, a wholly owned subsidiary of UBS Americas
Holding LLC.

In March 2019, UBS Limited, UBS's UK headquartered subsidiary, was merged into UBS
Europe SE prior to the UK's then scheduled departure from the EU. Former clients and
other counterparties of UBS Limited who can be serviced by UBS AG'’s London Branch were
migrated to UBS AG's London Branch prior to the merger.

UBS continues to consider further changes to the Group's legal structure in response to
regulatory requirements and other external developments. Such changes may include
further consolidation of operating subsidiaries in the EU and adjustments to the booking
entity or location of products and services. Refer to "Risk Factors - UBS has made certain
structural changes in light of regulatory trends and requirements and the Terms and
Conditions do not contain any restrictions on change of control events or on the Issuer's or
UBS's ability to restructure its business" above.

UBS Group AG's interests in subsidiaries and other entities as of 31 December 2019,
including interests in significant subsidiaries, are discussed in "Note 31 Interests in
subsidiaries and other entities" to the UBS Group AG's consolidated financial statements
included in the UBS Group AG and UBS AG Annual Report 2019 published on 28 February
2020 (“Annual Report 2019").

UBS AG's interests in subsidiaries and other entities as of 31 December 2019, including
interests in significant subsidiaries, are discussed in "Note 31 Interests in subsidiaries and
other entities" to the UBS AG's consolidated financial statements included in the Annual
Report 2019.

UBS AG is the parent company of, and conducts a significant portion of its operations
through, its subsidiaries. UBS AG has contributed a significant portion of its capital and
provides substantial liquidity to subsidiaries. In addition, UBS Business Solutions AG
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provides substantial services to group companies including UBS AG and its subsidiaries. To
this extent, UBS AG is dependent on certain of the entities of the UBS AG Group and of
the UBS Group.

Business Overview

Business Divisions and Corporate Center

UBS operates as a group with four business divisions (Global Wealth Management,
Personal & Corporate Banking, Asset Management, and the Investment Bank) and a
Corporate Center. Each of the business divisions and the Corporate Center are described
below. A description of the Group's strategy can be found under "Our strategy" in the
"Our strategy, business model and environment" section of the Annual Report 2019; a
description of the businesses, strategies, clients, organisational structures, products and
services of the business divisions and the Corporate Center can also be found in the "Our
strategy, business model and environment" section of the Annual Report 2019.

Global Wealth Management

Global Wealth Management provides investment advice and solutions to private clients, in
particular in the ultra high net worth and high net worth segments. Clients benefit from
Global Wealth Management’s comprehensive set of capabilities, including wealth planning,
investing, lending, asset protection, philanthropy, corporate and banking services, as well
as family office services in collaboration with the Investment Bank and Asset Management.
Global Wealth Management has a global footprint, with the US representing its largest
market. Clients are served through local offices and dedicated advisors.

In January 2020, UBS announced an expansion of its collaboration with the Investment
Bank and an intention to make its Global Family Office capabilities available to 1,500
clients. Ultra high net worth client relationships and advisors will be integrated into
regional business. UBS will also create three distinct business units in EMEA —Europe,
Central and Eastern Europe, and Middle East and Africa — to better capture the diverse
opportunities in these markets. In the newly established Global Capital Markets team, UBS
will combine its Investment Product Services unit and Investment Bank teams. Refer to
"Global Wealth Management organizational changes" in the "Our business " section of
the Annual Report 2019 for more information.

Personal & Corporate Banking

Personal & Corporate Banking provides comprehensive financial products and services to
private, corporate and institutional clients and operates in Switzerland in the private and
corporate loan market. Personal & Corporate Banking is central to UBS's universal bank
model in Switzerland and it works with Global Wealth Management, the Investment Bank
and Asset Management to help clients receive the best products and solutions for their
specific financial needs. While Personal & Corporate Banking operates primarily in its home
market of Switzerland, it also provides capabilities to support the growth of the
international business activities of UBS's corporate and institutional clients through local
hubs in Frankfurt, New York, Hong Kong and Singapore. The business is divided into
Personal Banking and Corporate & Institutional Clients (CIC).

Asset Management

Asset Management is a large-scale and diversified global asset manager. It offers
investment capabilities and styles across all major traditional and alternative asset classes,
as well as advisory support to institutions, wholesale intermediaries and Global Wealth
Management clients around the world. Asset Management offers clients a wide range of
investment products and services in different asset classes in the form of segregated,
pooled or advisory mandates, as well as registered investment funds in various jurisdictions.
It covers the main asset management markets globally, and has a local presence in 22
markets, grouped in four regions: the Americas;, Europe, Middle East and Africa;
Switzerland; and Asia Pacific.

Investment Bank

The Investment Bank provides a range of services to institutional, corporate and wealth
management clients to help them raise capital, grow their businesses, invest and manage
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risks. It is focused on its traditional strengths in advisory services, capital markets, equities
and foreign exchange, complemented by a targeted rates and credit platform. The
Investment Bank uses its research and technology capabilities to support its clients as they
adapt to the evolving market structures and changes in the regulatory, technological,
economic and competitive landscapes. The Investment Bank delivers solutions to clients,
using its intellectual capital and electronic platforms. It also provides services to Global
Wealth Management, Personal & Corporate Banking and Asset Management. It has a
global reach, with a presence in more than 30 countries and principal offices in the major
financial hubs.

UBS made changes to the Investment Bank effective 1 January 2020: Corporate Client
Solutions (CCS) and Investor Client Services (ICS) were renamed Global Banking and Global
Markets, respectively. Global Banking adopted a global coverage model and will deploy its
deep global industry expertise to meet the needs of its most important clients. Global
Markets combined Equities and Foreign Exchange, Rates and Credit, and is introducing
three product verticals (Execution & Platform, Derivatives & Solutions, and Financing).
Research and Evidence Lab Innovations continues to be a critical part of the Investment
Bank’s advisory and content offering.

Corporate Center

Corporate Center consists of the Group Chief Operating Officer area (Group Technology,
Group Corporate Services, Group Human Resources and Group Operations), Group
Treasury, Group Finance, Group Legal, Group Risk Control, Group Communications &
Branding, Group Compliance, Regulatory & Governance, UBS in society, and Non-core and
Legacy Portfolio ("NCL"). Over recent years, UBS has progressively aligned its support
functions with the business divisions. The majority of these functions are either fully
aligned or shared among business divisions, where they have full management
responsibility. Group Treasury manages the structural risk of UBS’s balance sheet, including
interest rate risk, structural foreign exchange risk and collateral risk, as well as the risks
associated with the Group’s liquidity and funding portfolios. Group Treasury serves all
business divisions through two main risk management areas, and its risk management is
fully integrated into the Group’s risk governance framework. NCL manages legacy
positions from businesses exited by the Investment Bank. It is overseen by a committee
chaired by the Group Chief Risk Officer. The portfolio also includes positions relating to
legal matters arising from businesses that were transferred to it at the time of its
formation. Beginning with the first quarter 2019 and in compliance with IFRS 8, Operating
Segments, UBS provides results for total Corporate Center only and does not separately
report Corporate Center — Services, Group Treasury and NCL.

Competition

The financial services industry is characterised by intense competition, continuous
innovation, restrictive, detailed, and sometimes fragmented regulation and ongoing
consolidation. UBS faces competition at the level of local markets and individual business
lines, and from global financial institutions that are comparable to UBS in their size and
breadth. Barriers to entry in individual markets and pricing levels are being eroded by new
technology. UBS expects these trends to continue and competition to increase.

Any statements regarding the competitive position of UBS AG, UBS AG Group or the

Group contained in this document are made on the basis of the opinion of UBS AG or the
Group.
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Recent Developments:
Selected consolidated financial information

UBS AG derived the selected consolidated financial information included in the table below
for the years ended 31 December 2019, 2018 and 2017 from the Annual Report 2019,
except where noted.

The consolidated financial statements were prepared in accordance with International
Financial Reporting Standards (“IFRS”) issued by the International Accounting Standards
Board (“IASB"). Effective from1 October 2018, the functional currency of UBS Group AG
and UBS AG's Head Office in Switzerland changed from Swiss francs to US dollars and that
of UBS AG's London Branch from British pounds to US dollars, in compliance with the
requirements of International Accounting Standard (IAS) 21, The Effects of Changes in
Foreign Exchange Rates. The presentation currency of UBS AG's consolidated financial
statements has changed from Swiss francs to US dollars to align with the functional
currency changes of significant Group entities. Prior periods have been restated for this
presentation currency change. Assets, liabilities and total equity were translated to US
dollars at closing exchange rates prevailing on the respective balance sheet dates, and
income and expenses were translated at the respective average rates prevailing for the
relevant periods.

Information for the years ended 31 December 2019, 2018 and 2017 which is indicated as
being unaudited in the table below was included in the Annual Report 2019, but has not
been audited on the basis that the respective disclosures are not required under IFRS, and
therefore are not part of the audited financial statements. The Annual Report 2019 is
incorporated by reference herein. Prospective investors should read the whole of this
Prospectus and the documents incorporated by reference herein and should not rely solely

on the summarized information set out below.

As of or for the year ended

USD million, except where indicated

31.12.19

31.12.18

31.12.17

audited, except where indicated

Results
Income statement
Operating income 29,307 30,642 30,044
Net interest income ! 4,415 4,971 6,021
Net fee and commission income 17,460 17,930 17,550
Credit loss (expense) / recovery (78) (117) (131)
S:gf?{ greltolssc?me from financial instruments measured at fair value through 6,833 6,953 5,640
Operating expenses 24,138 25,184 24,969
Operating profit / (loss) before tax 5,169 5,458 5,076
Net profit / (loss) attributable to shareholders 3,965 4,107 758
Balance sheet 2
Total assets 971,916 958,055 940,020
Total financial liabilities measured at amortized cost 617,429 612,174 660,498
of which: customer deposits 450,591 421,986 423,058
of which: debt issued measured at amortized cost 62,835 91,245 107,458
of which: subordinated debt 7,431 7,511 9,217
Total financial liabilities measured at fair value through profit or loss 291,452 283,717 217,814
of which: debt issued designated at fair value 66,592 57,031 50,782
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Loans and advances to customers 327,992 321,482 328,952
Total equity 53,928 52,432 52,046
Equity attributable to shareholders 53,754 52,256 51,987
Profitability and growth

Return on equity (%) 3 7.4* 7.9*% 1.4%
Return on tangible equity (%) * 8.5% 9.1* 1.6*
Return on common equity tier 1 capital (%) ° 11.3* 11.9* 2.3*
Return on risk-weighted assets, gross (%) © 11.2* 12.0* 12.8*
Return on leverage ratio denominator, gross (%)’ 3.2* 3.4% 3.4*
Cost / income ratio (%) & 82.1* 81.9* 82.7*
Net profit growth (%) ° (3.4)* 441.9* (77.4)*
Resources

Common equity tier 1 capital 10 35,280 34,608 34,100*
Risk-weighted assets 1° 257,831* 262,840* 242,725*
Common equity tier 1 capital ratio (%) '° 13.7* 13.2* 14.0*
Going concern capital ratio (%) '° 18.3*% 16.1* 15.6*
Total loss-absorbing capacity ratio (%) 1° 33.9* 31.3* 31.4%
Leverage ratio denominator 1° 911,232* 904,458* 910,133*
Common equity tier 1 leverage ratio (%) '° 3.87* 3.83* 3.75*%
Going concern leverage ratio (%) 1° 5.2* 4.7* 4.2*
Total loss-absorbing capacity leverage ratio (%) '° 9.6* 9.1* 8.4*
Other

Invested assets (USD billion) 2 3,607 3,101 3,262
Personnel (full-time equivalents) 47,005* 47,643* 46,009*
* unaudited

1 Effective 1 January 2019, UBS AG refined the presentation of dividend income and expense. This resulted in a reclassification of
dividends from Interest income (expense) from financial instruments measured at fair value through profit or loss into Other net
income from financial instruments measured at fair value through profit or loss (prior to 1 January 2019: Other net income from fair
value changes on financial instruments). Net Interest Income and Other net income from financial instruments measured at fair value
through profit or loss for prior-year comparative was restated accordingly.

2Balance sheetinformation for year ended 31 December 2017 is derived from the Annual Report 2018.

3 Calculated as net profit attributable to shareholders (annualized as applicable) divided by average equity attributable to shareholders.
This measure provides information about the profitability of the business in relation to equity.

4 Calculated as net profit attributable to shareholders (annualized as applicable) divided by average equity attributable to shareholders
less average goodwill and intangible assets. Effective 1 January 2019, the definition of the numerator for return on tangible equity has
been revised to align it with the numerators for return on equity and return on CET1 capital; i.e., it is no longer adjusted for
amortization and impairment of goodwill and intangible assets. Prior periods have been restated. This measure provides information
about the profitability of the business in relation to tangible equity.

5 Calculated as net profit attributable to shareholders (annualized as applicable) divided by average common equity tier 1 capital. This
measure provides information about the profitability of the business in relation to common equity tier 1 capital.

6 Calculated as operating income before credit loss expense or recovery (annualized as applicable) divided by average risk-weighted
assets. This measure provides information about the revenues of the business in relation to risk-weighted assets.

7 Calculated as operating income before credit loss expense or recovery (annualized as applicable) divided by average leverage ratio
denominator. This measure provides information about the revenues of the business in relation to leverage ratio denominator.

8 Calculated as operating expenses divided by operating income before credit loss expense or recovery. This measure provides
information about the efficiency of the business by comparing operating expenses with gross income.

9 Calculated as change in net profit attributable to shareholders from continuing operations between current and comparison periods
divided by net profit attributable to shareholders from continuing operations of comparison period. This measure provides information
about profit growth in comparison with the prior-year period.

10Based on the Swiss systemically relevant bank framework as of 1 January 2020.

1 The information as published in Swiss francs in the Annual Report 2017 for the period ended on 31 December 2017 (CHF 33,240
million) was audited.

2 ncludes invested assets for Global Wealth Management, Asset Management and Personal & Corporate Banking. Calculated as the
sum of managed fund assets, managed institutional assets, discretionary and advisory wealth management portfolios, fiduciary
deposits, time deposits, savings accounts, and wealth management securities or brokerage accounts. This measure provides
information about the volume of client assets managed by or deposited with UBS for investment purposes.
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Sale of majority stake in UBS Fondcenter

In January 2020, UBS announced that it has agreed to sell a majority stake (51.2%) in UBS
Fondcenter to Clearstream, Deutsche Borse Group’s post-trade services provider. The sale is
expected to close in the second half of 2020, subject to customary closing conditions. UBS will
retain a minority (48.8%) shareholding in the business and will enter into an agreement under
which it may sell its remaining shareholding to Clearstream at a later date. As part of the
transaction, UBS and Clearstream will enter into long-term commercial cooperation arrangements
for the provision of services to UBS's Global Wealth Management, Asset Management and the
Corporate and Institutional Clients unit of Personal & Corporate Banking. UBS expects to record a
post-tax gain of around USD 600 million and an increase in CET1 capital of around USD 400
million upon closing of the transaction. UBS will deconsolidate UBS Fondcenter and account for
minority interest as an investment in an associate.

US Regulation Best Interest

The SEC has adopted rules and interpretations intended to enhance customer protection of retail
investors. The effective date of these new provisions will be 30 June 2020. The new rules are
intended to align the legal requirements and mandated disclosures for broker-dealers and
investment advisers with reasonable investor expectations, while preserving access, in terms of
choice and cost, to a variety of investment services and products. Regulation Best Interest elevates
the standard of care for broker-dealers from the current “suitability” requirement to a newly
defined “best interest” standard, which applies to any securities transaction or investment
strategy involving securities offered to a retail customer and makes clear that a broker-dealer may
not put its financial interests ahead of the interests of a retail customer when making
recommendations. The regulation also creates new disclosure requirements and additional
compliance program requirements. Implementation of these changes will require operational and
supervisory changes for UBS’s US broker-dealers.

US Securities and Exchange Commission adopts US security-based swaps regulations

In 2019, the SEC adopted a number of rules and rule amendments for security-based swap
dealers ("SBSDs"), including: (i) capital, margin and segregation requirements; (ii) record-keeping,
reporting and notification requirements; and (iii) the application of risk mitigation techniques to
uncleared portfolios of security-based swaps. In December 2019, the SEC also adopted rules and
interpretations (effective 6 April 2020) intended to expand and improve the framework for
regulating cross-border security-based swaps. The December 2019 rules address registration
requirements for foreign SBSDs, including guidance on the process for obtaining substituted
compliance for non-US SBSDs. UBS expects that UBS AG will be required to register as an SBSD.
The date for security-based swap entities to register with the SEC, and to comply with other
securities-based swaps regulations (including margin, capital, segregation, record-keeping and
reporting, and business conduct requirements), is 6 October 2021.

Basel lll implementation across jurisdictions

In Switzerland, the technical work on implementation of the Basel Ill rules finalized in 2017
started in the second half of 2019, led by the Swiss Federal Department of Finance and FINMA.
However, none of the proposals have been made public so far. The European Commission (the
"EC") consulted on the EU’s approach to the implementation of the remaining elements of Basel
Il (including the market risk framework, the standardized approach to credit risk, operational risk
and the output floor). The EC is expected to publish legislative proposals by June 2020. UBS’s EU
entities, principally UBS Europe SE, will be in scope of the EU requirements. US regulators have
not yet proposed rules regarding the implementation of the remaining elements of Basel IIl.
Regulators in jurisdictions relevant to UBS are committed to meeting the BCBS implementation
timeline for final Basel lll rules as of 1 January 2022. However, UBS expects the effective dates to
be later due to transition periods.

Developments related to the transition away from IBORs

Liquidity and activity in ARRs continue to develop in markets around the world, with work
progressing to resolve certain issues associated with transitioning away from IBORs. Regulatory
authorities continue to focus on transitioning to ARRs by the end of 2021. In June 2019, the SNB
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introduced the SNB policy rate, which replaces the previously used target range for the three-
month CHF LIBOR. The SNB policy rate signals the interest rate level for secured short-term money
market rates, with a focus on the Swiss Average Rate Overnight ("SARON"). The introduction of
the SNB policy rate is also intended to foster an early transition to SARON. The Financial Conduct
Authority and Bank of England encourage switches from LIBOR to the Sterling Overnight Index
Average ("SONIA") for sterling interest rate swaps from the first quarter of 2020. In addition,
banks need to target a stopping point with regard to the issuance of cash products linked to
sterling LIBOR by the end of the third quarter of 2020 and a significant reduction of the number
of existing contracts in circulation that reference the rate. The European Central Bank published
the euro short-term rate (€STR), the ARR for EUR markets, for the first time in October 2019.

Liquidity in the US Secured Overnight Financing Rate ("SOFR") is still developing and is
concentrated among a few issuers, primarily government-sponsored enterprises. SOFR averages
are expected to be published beginning in the first half of 2020. The US Commaodity Futures
Trading Commission ("CFTC") has issued no-action letters that provide relief and ensure that
market participants are not penalized as they transition from LIBOR to ARRs.

UBS has a substantial number of contracts linked to IBORs. ARRs do not currently provide a term
structure, which will require a change in the contractual terms of products currently indexed on
terms other than overnight. UBS has established a cross-divisional, cross-regional governance
structure and change program to address the scale and complexity of the transition.

Trend Information

As indicated in the Annual Report 2019, UBS expects continued sub-trend growth in the coming
year, and the global economy to continue expanding at about the same pace as in 2019.
Consumer spending has remained robust in much of the world, especially in the US, where it is
supported by a vibrant job market. The year ended with news of a “Phase 1" trade deal between
the US and China, along with indications that tensions between the two powers may lessen. Not
only did the agreement withdraw planned tariff increases and reverse some existing tariffs, it also
moved negotiations forward in other areas of contention, such as intellectual property protection
and US access to China’s financial services market. While this truce could be fragile and the US—
China rivalry is not about to end anytime soon, the deal appears to reduce the risks to the global
economy and business investment. The UK left the European Union on 31 January 2020 and has
entered a transition period in which the UK now faces a race to conclude talks on a trade deal
with the EU ahead of the end of its transition period on 31 December 2020. The next major
political focus for markets will be the US election in November, which could generate higher
volatility and affect key US sectors, such as technology, energy, finance and health care. Against a
backdrop of sluggish growth and continued political risk, UBS believes central banks will be in no
rush to raise rates. UBS does not expect the US Federal Reserve to increase rates in the coming
year, barring an unexpected shift in the trajectory of the economic data. Rates are unlikely to rise
again until 2021. UBS expects the ECB to cut rates to negative 0.6%, with the Swiss National
Bank maintaining rates at a negative 0.75%.

The outbreak of novel Coronavirus, or Covid-19, in China and its subsequent spread worldwide
has significantly increased risk within the global economy and investor uncertainty. In addition,
substantial deterioration in oil prices may have additional effects on the economy and certain
sectors. As a result equity markets have experienced significant declines, market volatility has
substantially increased and some markets have experienced disruptions in orderly function. In the
short-term UBS may benefit from higher transaction volumes and increased volatility, although
continuation of these trends is uncertain. Looking forward lower asset prices would adversely
affect invested assets with a consequent effect on recurring fee income, and lower interest rates
will reduce net interest income.

The outbreak of Covid-19 and the measures being taken globally to reduce the peak of the
resulting pandemic will likely have a significant adverse effect on global economic activity,
including in China, the United States and Europe. In addition, these factors are likely to have an
adverse effect on the credit profile of some of UBS's clients and other market participants.
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Administrative, Management and Supervisory Bodies of UBS AG

UBS AG complies with all relevant Swiss legal and regulatory corporate governance requirements.
As a foreign private issuer with debt securities listed on the New York Stock Exchange ("NYSE"),
UBS AG also complies with the relevant NYSE corporate governance standards applicable to
foreign private issuers.

~~~~~~~~~~~~~~~~~~~~~~~~~~ WBS~AG operates under a strict dual board structure, as mandated by Swiss banking law. The
Board of Directors ("BoD") exercises the ultimate supervision over management, whereas the
Executive Board ("EB"), headed by the President of the Executive Board ("President of the EB"),
has executive management responsibility. The functions of Chairman of the BoD and President of
the EB are assigned to two different people, ensuring a separation of power. This structure
establishes checks and balances and preserves the institutional independence of the BoD from the
day-to-day management of UBS AG, for which responsibility is delegated to the EB under the
leadership of the President of the EB. No member of one board may simultaneously be a member
of the other.

Supervision and control of the EB remain with the BoD. The authorities and responsibilities of the
two bodies are governed by the Articles of Association and the Organization Regulations of UBS
AG with their annexes.

Board of Directors

The BoD consists of at least five and no more than twelve members. All the members of the BoD
are elected individually by the Annual General Meeting of Shareholders ("AGM") for a term of
office of one year, which expires after the completion of the next AGM. Shareholders also elect
the Chairman upon proposal of the BoD.

The BoD meets as often as business requires, and at least six times a year.

The current members of the BoD are listed below. In addition, the BoD announced it will
nominate Nathalie Rachou and Mark Hughes for election to the BoD at the next annual general
meeting, and David Sidwell and Isabelle Romy are not standing for re-election.

Members of the Board of Directors:

Member and business : Title Term Current principal activities outside UBS AG
address of
office
Axel A. Weber Chairman 2020 Chairman of the Board of Directors of UBS Group AG; board member of the

Swiss Bankers Association; Trustees Board member of Avenir Suisse; board
member of the Swiss Finance Council; Chairman of the board of the Institute
of International Finance; member of the European Financial Services Round
Table; member of the European Banking Group; member of the International
Advisory Councils of the China Banking and Insurance Regulatory
Commission and the China Securities Regulatory Commission; member of
the International Advisory Panel, Monetary Authority of Singapore; member
of the Group of Thirty, Washington, D.C.; Chairman of the Board of Trustees
of DIW Berlin; Advisory Board member of the Department of Economics,
University of Zurich; member of the Trilateral Commission.

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

David Sidwell Vice 2020 Vice Chairman and Senior Independent Director of the Board of Directors of
Chairman UBS Group AG; Senior Advisor at Oliver Wyman, New York; board member
of the board of Chubb Limited; board member of GAVI Alliance; member of

UBS AG, Bahnhofstrasse the Board of Village Care, New York.

45, CH-8001 Zurich

Jeremy Anderson Member 2020 Member of the Board of Directors of UBS Group AG; board member of
Prudential plc; trustee of the UK's Productivity Leadership Group; trustee of

UBS AG, Bahnhofstrasse Kingham Hill Trust; trustee of St. Helen Bishopsgate.

45, CH-8001 Zurich

William C. Dudley Member 2020 Member of the Board of Directors of UBS Group AG; senior research scholar
at the Griswold Center for Economic Policy Studies at Princeton University;
member of the Board of Treliant LLC; member of the Group of Thirty;
member of the Council on Foreign Relations; member of the Bretton Woods
Committee’s Advisory Council.

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Reto Francioni Member 2020 Member of the Board of Directors of UBS Group AG; professor at the
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UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

University of Basel; board member of Coca-Cola HBC AG (Senior
Independent Non-Executive Director, chair of the nomination committee);
Chairman of the board of Swiss International Air Lines AG; board member of
MedTech Innovation Partners AG; executive director and member of my
TAMAR GmBH.

Fred Hu

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Member

2020

Member of the Board of Directors of UBS Group AG; non-executive chairman
of the board of Yum China Holdings (chair of the nomination and
governance committee); board member of Industrial and Commercial Bank
of China; board member of Hong Kong Exchanges and Clearing Ltd.;
founder and chairman of Primavera Capital Group; board member of China
Asset Management; board member of Minsheng Financial Leasing Co.;
trustee of the China Medical Board; Governor of the Chinese International
School in Hong Kong; co-chairman of the Nature Conservancy Asia Pacific
Council; director and member of the Executive Committee of China Venture
Capital and Private Equity Association Ltd.; Global Advisory Board member of
the Council on Foreign Relations.

Julie G. Richardson

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Member

2020

Member of the Board of Directors of UBS Group AG; member of the board
of Yext (chair of the audit committee); member of the board of Vereit, Inc.
(chair of the compensation committee); member of the board of Datalog
(chair of the audit committee); member of the board of The Hartford
Financial Services Group, Inc. (resignation effective 1 April 2020).

Isabelle Romy

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Member

2020

Member of the Board of Directors of UBS Group AG; partner and board
member at Froriep Legal AG; professor at the University of Fribourg and at
the Federal Institute of Technology, Lausanne; chair of the board of Central
Real Estate Holding AG; chair of the board of Central Real Estate Basel AG;
Vice Chairman of the Sanction Commission of the SIX Swiss Exchange;
member of the Fundraising Committee of the Swiss National Committee for
UNICEF; Supervisory Board member of the CAS program Financial Regulation
of the University of Bern and University of Geneva.

Robert W. Scully

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Member

2020

Member of the Board of Directors of UBS Group AG; member of the board
of Chubb Limited (chair of the audit committee); member of the board of
Zoetis, Inc.; member of the board of KKR & Co. Inc.; member of the board of
Teach For All.

Beatrice Weder di Mauro

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Member

2020

Member of the Board of Directors of UBS Group AG; professor of
international economics at the Graduate Institute Geneva (IHEID); president
of the Centre for Economic Policy Research in London; Research Professor
and Distinguished Fellow at INSEAD in Singapore; Supervisory Board member
of Robert Bosch GmbH; board member of Bombardier Inc.; member of the
Foundation Board of the International Center for Monetary and Banking
Studies (ICMB).

Dieter Wemmer

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Member

2020

Member of the Board of Directors of UBS Group AG; board member of
@rsted A/S (chair of the audit and risk committee); member of the Berlin
Center of Corporate Governance.

Jeanette Wong

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Member

2020

Member of the Board of Directors of UBS Group AG; board member of
Essilor International and EssilorLuxottica; board member of Jurong Town
Corporation; board member of PSA International; board member of FFMC
Holdings Pte. Ltd.; board member of Fullerton Fund Management Company
Ltd.; member of the NUS Business School Management Advisory Board;
member of the Global Advisory Board, Asia, University of Chicago Booth
School of Business; member of the Securities Industry Council.

Organisational principles and structure

Following each AGM, the BoD meets to appoint one or more Vice Chairmen, BoD committee
members, and their respective Chairpersons. At the same meeting, the BoD appoints a Company
Secretary, who acts as secretary to the BoD and its committees.

The BoD permanent committees comprise the Audit Committee, the Compensation Committee
and the Risk Committee. The BoD may set up other committees, including so-called ad hoc
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committees, if it deems such other committees appropriate or necessary, such as the Special
Committee and the Strategy Committee.

Audit Committee

_The Audit Committee ("AC") consists of five BoD members, all of whom were determined by the
BoD to be fully independent. As a group, members of the Audit Committee must have the
necessary qualifications and skills to perform all of their duties and together must possess financial

literacy and experience in banking and risk management.

The AC itself does not perform audits, but oversees the work of the external auditors who in turn
are responsible for auditing UBS AG's annual financial statements and for reviewing the quarterly
financial statements.

The function of the AC is to support the Board in fulfilling its oversight duty relating to financial
reporting and internal controls over financial reporting, the effectiveness of the external and
internal audit functions as well as of whistleblowing procedures. Management is responsible for the
preparation, presentation and integrity of the financial statements, while the external auditors are
responsible for auditing financial statements. The AC’s responsibility is one of oversight and review.

In particular, the AC monitors the integrity of the financial statements and any announcements
related to financial performance, and reviews significant financial reporting judgments contained in
them, before recommending their approval to the BoD or proposing any adjustments the AC
considers appropriate..

The AC oversees the relationship with and assesses the qualifications, expertise, effectiveness,
independence and performance of the external auditors and their lead audit partner, and supports
the BoD in reaching a decision in relation to the appointment, reappointment or dismissal of the
external auditors and to the rotation of the lead audit partner. The BoD then submits these
proposals to the shareholders for approval at the AGM.

The members of the AC are Jeremy Anderson (Chairperson), Isabelle Romy, Beatrice Weder di
Mauro, Dieter Wemmer and Jeanette Wong.

Executive Board ("EB")

Under the leadership of the President of the EB, the EB has executive management responsibility for
UBS AG and its business. All EB members (with the exception of the President of the EB) are
proposed by the President of the EB. The appointments are made by the BoD.

The current members of the EB are listed below. In addition, UBS announced Ralph Hamers will join
the EB as of 1 September 2020 and will succeed Sergio P. Ermotti as President of the EB effective 1
November 2020.

Members of the Executive Board:

Member and business i Function Current principal activities outside UBS AG

address

Sergio P. Ermotti President of the Executive | Member of the Group Executive Board and Group Chief
Board Executive Officer of UBS Group AG; board member of UBS

Switzerland AG; Chairman of the UBS Optimus Foundation
board; Chairman of the Fondazione Ermotti, Lugano; board
member of the Swiss-American Chamber of Commerce;
board member of the Global Apprenticeship Network;
member of the Institut International D’Etudes Bancaires;
member of the Said Business School Global Leadership
Coundil, University of Oxford.

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Christian Bluhm Chief Risk Officer Member of the Group Executive Board and Group Chief Risk
Officer of UBS Group AG; board member of UBS Switzerland
AG; chairman of the Foundation Board - International

UBS AG, Bahnhofstrasse Financial Risk Institute.
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45, CH-8001 Zurich

Markus U. Diethelm

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

General Counsel

Member of the Group Executive Board and Group General
Counsel of UBS Group AG; chairman of the Swiss-American
Chamber of Commerce’s legal committee; Chairman of the
Swiss Advisory Council of the American Swiss Foundation;
member of the Foundation Council of the UBS International
Center of Economics in Society; member of the Supervisory
Board of the Fonds de Dotation LUMA / Arles.

Kirt Gardner

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Chief Financial Officer

Member of the Group Executive Board and Group Chief
Financial Officer of UBS Group AG; board member of UBS
Business Solutions AG.

Suni Harford

UBS AG, 1285 Avenue
of the Americas, New
York, NY 10019 USA

President Asset Management

Member of the Executive Board, President Asset
Management of UBS Group AG; chairman of the Board of
Directors of UBS Asset Management AG; member of the
Leadership Council of the Bob Woodruff Foundation;
member of the Board of UBS Optimus Foundation.

Robert Karofsky

UBS AG, 1285 Avenue
of the Americas, New
York, NY 10019, USA

Co-President Investment Bank

Member of the Group Executive Board and co-President
Investment Bank of UBS Group AG; president and board
member of UBS Securities LLC; trustee of the UBS Americas
Inc. Political Action Committee.

Sabine Keller-Busse

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Chief Operating Officer and
President UBS Europe, Middle
East and Africa

Member of the Group Executive Board, Group Chief
Operating Officer and President UBS Europe, Middle East and
Africa of UBS Group AG; member of the Supervisory Board
of UBS Europe SE; board member of UBS Business Solutions
AG; vice-chairman of the Board of Directors of SIX Group
(Chairman of the nomination & compensation committee);
Foundation Board member of the UBS Pension Fund; board
member of the University Hospital Zurich Foundation.

Igbal Khan

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Co-President  Global Wealth

Management

Member of the Executive Board and co-President Global
Wealth Management of UBS Group AG; board member of
Room To Read Switzerland.

Edmund Koh

UBS AG, One Raffles
Quay North  Tower,
Singapore 048583

President UBS Asia Pacific

Member of the Group Executive Board and President UBS
Asia Pacific of UBS Group AG; member of the Wealth
Management Institute at Nanyang Technological University,
Singapore; member of the Singapore Ministry of Finance's
Committee on the Future Economy Sub-Committees;
member of the Financial Centre Advisory Panel; board
member of Next50 Limited; trustee of the Cultural Matching
Fund; board member of Medico Suites (S) Pte Ltd; board
member of Medico Republic (S) Pte Ltd; Council member of
the Asian Bureau of Finance and Economic Research.

Tom Naratil

UBS AG, 1285 Avenue
of the Americas, New
York, NY 10019 USA

Co-President  Global Wealth
Management and President
UBS Americas

Member of the Group Executive Board and co-President
Global Wealth Management and President UBS Americas of
UBS Group AG; CEO and board member of UBS Americas
Holding LLC; board member of the American Swiss
Foundation; member of the Board of Consultors for the
College of Nursing at Villanova University.

Piero Novelli

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Co-President Investment Bank

Member of the Group Executive Board and co-President
Investment Bank of UBS Group AG.

Markus Ronner

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Chief Compliance and

Governance Officer

Member of the Group Executive Board and Group Chief
Compliance and Governance Officer of UBS Group AG.

Potential Conflicts of Interest

Members of the BoD and the EB may act as directors or executive officers of other companies (for
current principal positions outside UBS AG, if any, of BoD and EB members, please see sections
4.1.1 and 4.2.1 above, respectively) and may have economic or other private interests that differ
from those of UBS AG. Conflicts of interest may potentially arise from these positions or interests.
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For example, it cannot be excluded that a member of the BoD or EB has or will have a function
within a company, the shares of which are or will be traded by UBS AG or which has or will have a
business relationship with UBS AG. UBS AG is confident that its internal corporate governance
practices and its compliance with relevant legal and regulatory provisions reasonably ensure that
any conflicts of interest of the type described above are appropriately managed, including through
disclosure when appropriate.

Other than as indicated above, UBS is not aware of potential conflicts of interests between any
duties to the Issuer of the members of the BoD and the EB and their private interests or other
duties.

Major Shareholders

UBS Group AG owns 100% of the outstanding shares of UBS AG. UBS AG is a wholly owned
subsidiary of UBS Group AG. While UBS has no specific corporate measures intended to prevent
abuse of control to the detriment of minority shareholders, UBS has adopted a comprehensive and
integrated governance framework which takes into account the specific requirements of each
relevant jurisdiction. This governance framework includes separate articles of association and
organizational regulations for UBS Group AG and UBS AG. In addition, as UBS AG is regulated as a
bank in Switzerland, it is subject to capital regulation and close supervisory oversight. This includes
the general requirement under Swiss law that contracts of UBS AG with affiliates are subject to an
arm's length principle of negotiation.

Financial Information concerning the Issuer's Assets and Liabilities, Financial Position and
Profits and Losses

Historical Annual Financial Information

Detailed information about UBS AG consolidated and UBS AG assets and liabilities, financial
position and profits and losses for financial year 2019 is available in the section "UBS AG
consolidated financial statements" of the Annual Report 2019 and in the UBS AG's standalone
financial statements for the year ended 31 December 2019 (the "Standalone Financial Statements
2019"), respectively; and for financial year 2018 it is available in the "UBS AG consolidated
financial statements" section of the UBS Group AG and UBS AG annual report 2018, published on
15 March 2019 ("Annual Report 2018") and in the UBS AG's standalone financial statements for
the year ended 31 December 2018 (the "Standalone Financial Statements 2018"). The
consolidated and standalone financial accounts are closed on 31 December of each year.

With respect to the financial year 2019, reference is made to:

(i)  the following parts of the Annual Report 2019: the UBS AG consolidated financial
statements, in particular to the Income statement on page 498, the Balance sheet on page
501, the Statement of changes in equity on pages 502-505 (inclusive), the Statement of
cash flows on pages 507-508 (inclusive) and the Notes to the consolidated financial
statements on pages 510-685 (inclusive); and

(i)  the following parts of the Standalone Financial Statements 2019: the Income statement
on page 2, the Balance sheet on pages 3-4, the Statement of proposed appropriation of
total profit and dividend distribution on page 6, and the Notes to the UBS AG standalone
financial statements on pages 7-29 (inclusive).

With respect to the financial year 2018, reference is made to:
(i) the following parts of the Annual Report 2018: the UBS AG consolidated financial

statements, in particular to the Income statement on page 524, the Balance sheet on page
527, the Statement of changes in equity on pages 528-531 (inclusive), the Statement of
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cash flows on pages 533-534 (inclusive) and the Notes to the consolidated financial
statements on pages 535-722 (inclusive); and

(i) the following parts of the Standalone Financial Statements 2018: the Income statement
on page 1, the Balance sheet on pages 2-3 (inclusive), the Statement of appropriation of
total profit / (loss) carried forward on page 5, and the Notes to the UBS AG standalone
financial statements on pages 6-28 (inclusive).

The annual financial reports form an essential part of UBS AG's reporting. They include the audited
consolidated financial statements of UBS AG, prepared in accordance with International Financial
Reporting Standards, as issued by the International Accounting Standards Board. The annual
reports also include discussions and analysis of the consolidated financial and business results of
UBS, its business divisions and the Corporate Center. In addition, UBS AG prepares and publishes
standalone financial statements in accordance with Swiss GAAP, as well as certain additional
disclosures required under US Securities and Exchange Commission regulations.

Auditing of Historical Annual Financial Information

The consolidated financial statements and the standalone financial statements of UBS AG for
financial years 2019 and 2018 were audited by Ernst & Young. The reports of the auditors on the
consolidated financial statements can be found on pages 487-497 (inclusive) of the Annual Report
2019 and on pages 514-523 (inclusive) of the Annual Report 2018. The reports of the auditors on
the standalone financial statements of UBS AG can be found on pages 30-33 (inclusive) of the
Standalone Financial Statements 2019 and on pages 29-33 (inclusive) of the Standalone Financial
Statements 2018.

There are no qualifications in the auditors' reports on the consolidated financial statements of UBS
AG and the standalone financial statements of UBS AG for the years ended on 31 December 2019
and 31 December 2018, which are incorporated by reference into this document.

Litigation, Regulatory and Similar Matters

UBS operates in a legal and regulatory environment that exposes it to significant litigation and
similar risks arising from disputes and regulatory proceedings. As a result, UBS (which for purposes
of this section may refer to UBS AG and / or one or more of its subsidiaries, as applicable) is
involved in various disputes and legal proceedings, including litigation, arbitration, and regulatory
and criminal investigations.

Such matters are subject to many uncertainties, and the outcome and the timing of resolution are
often difficult to predict, particularly in the earlier stages of a case. There are also situations where
UBS may enter into a settlement agreement. This may occur in order to avoid the expense,
management distraction or reputational implications of continuing to contest liability, even for
those matters for which UBS believes it should be exonerated. The uncertainties inherent in all such
matters affect the amount and timing of any potential outflows for both matters with respect to
which provisions have been established and other contingent liabilities. UBS makes provisions for
such matters brought against it when, in the opinion of management after seeking legal advice, it
is more likely than not that UBS has a present legal or constructive obligation as a result of past
events, it is probable that an outflow of resources will be required, and the amount can be reliably
estimated. Where these factors are otherwise satisfied, a provision may be established for claims
that have not yet been asserted against UBS, but are nevertheless expected to be, based on UBS’s
experience with similar asserted claims. If any of those conditions is not met, such matters result in
contingent liabilities. If the amount of an obligation cannot be reliably estimated, a liability exists
that is not recognized even if an outflow of resources is probable. Accordingly, no provision is
established even if the potential outflow of resources with respect to such matters could be
significant. Developments relating to a matter that occur after the relevant reporting period, but
prior to the issuance of financial statements, which affect management’'s assessment of the
provision for such matter (because, for example, the developments provide evidence of conditions
that existed at the end of the reporting period), are adjusting events after the reporting period
under IAS 10 and must be recognized in the financial statements for the reporting period.
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Specific litigation, regulatory and other matters are described below, including all such matters that
management considers to be material and others that management believes to be of significance
due to potential financial, reputational and other effects. The amount of damages claimed, the size
of a transaction or other information is provided where available and appropriate in order to assist
users in considering the magnitude of potential exposures.

In the case of certain matters below, UBS states that it has established a provision, and for the
other matters, it makes no such statement. When UBS makes this statement and it expects
disclosure of the amount of a provision to prejudice seriously its position with other parties in the
matter because it would reveal what UBS believes to be the probable and reliably estimable
outflow, UBS does not disclose that amount. In some cases UBS is subject to confidentiality
obligations that preclude such disclosure. With respect to the matters for which UBS does not state
whether it has established a provision, either (a) it has not established a provision, in which case the
matter is treated as a contingent liability under the applicable accounting standard; or (b) it has
established a provision but expects disclosure of that fact to prejudice seriously its position with
other parties in the matter because it would reveal the fact that UBS believes an outflow of
resources to be probable and reliably estimable.

With respect to certain litigation, regulatory and similar matters for which UBS has established
provisions, UBS is able to estimate the expected timing of outflows. However, the aggregate
amount of the expected outflows for those matters for which it is able to estimate expected timing
is immaterial relative to its current and expected levels of liquidity over the relevant time periods.

The aggregate amount provisioned for litigation, regulatory and similar matters as a class is
disclosed in the " Note 21a Provisions" table in the "Provisions and contingent liabilities" section of
the Annual Report 2019. It is not practicable to provide an aggregate estimate of liability for UBS's
litigation, regulatory and similar matters as a class of contingent liabilities. Doing so would require
UBS to provide speculative legal assessments as to claims and proceedings that involve unique fact
patterns or novel legal theories, that have not yet been initiated or are at early stages of
adjudication, or as to which alleged damages have not been quantified by the claimants. Although
it therefore cannot provide a numerical estimate of the future losses that could arise from litigation,
regulatory and similar matters, UBS believes that the aggregate amount of possible future losses
from this class that are more than remote substantially exceeds the level of current provisions.
Litigation, regulatory and similar matters may also result in non-monetary penalties and
consequences. For example, the non-prosecution agreement described in item 5 of this section,
which UBS entered into with the US Department of Justice (“DOJ”), Criminal Division, Fraud
Section in connection with UBS's submissions of benchmark interest rates, including, among
others, the British Bankers’ Association London Interbank Offered Rate (“LIBOR"), was terminated
by the DOJ based on its determination that UBS had committed a US crime in relation to foreign
exchange matters. As a consequence, UBS AG pleaded guilty to one count of wire fraud for
conduct in the LIBOR matter, paid a fine and was subject to probation, which ended in early
January 2020.

A guilty plea to, or conviction of, a crime could have material consequences for UBS. Resolution of
regulatory proceedings may require UBS to obtain waivers of regulatory disqualifications to
maintain certain operations, may entitle regulatory authorities to limit, suspend or terminate
licenses and regulatory authorizations and may permit financial market utilities to limit, suspend or
terminate UBS's participation in such utilities. Failure to obtain such waivers, or any limitation,
suspension or termination of licenses, authorizations or participations, could have material
consequences for UBS.

The risk of loss associated with litigation, regulatory and similar matters is a component of
operational risk for purposes of determining UBS's capital requirements. Information concerning
UBS's capital requirements and the calculation of operational risk for this purpose is included in
the “Capital management” section of the Annual Report 2019.
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Provisions for litigation, regulatory and similar matters by business division and in Corporate Center’

Personal & Asset

Global Wealth Corporate Manage- Investment Corporate Total Total
USD million Management  Banking ment Bank Center 2019 2018
Balance at the beginning of the year 1,003 117 0 269 1,438 2,827 2,508
Increase in provisions recognized in the income 188 1 0 60 10 258 905
10000
Release of provisions recognized in the income
Statement @ i R LI S s
Provisions used in conformity with designated
PUBOSE e o L
Foreign currency translation / unwind of discount (10) (1) 0 (2) 0 (12) (16)
Balance at the end of the year 782 113 0 255 1,325 2,475 2,827

1 Provisions, if any, for the matters described in this section are recorded in Global Wealth Management (items 3, 4 and 7) and
Corporate Center (item 2). Provisions, if any, for the matters described in items 1 and 6 of this section are allocated between Global
Wealth Management and Personal & Corporate Banking, and provisions, if any, for the matters described in this section in item 5
are allocated between the Investment Bank and Corporate Center.

1. Inquiries regarding cross-border wealth management businesses

Tax and regulatory authorities in a number of countries have made inquiries, served requests for
information or examined employees located in their respective jurisdictions relating to the cross-
border wealth management services provided by UBS and other financial institutions. It is possible
that the implementation of automatic tax information exchange and other measures relating to
cross-border provision of financial services could give rise to further inquiries in the future. UBS
has received disclosure orders from the Swiss Federal Tax Administration ("FTA") to transfer
information based on requests for international administrative assistance in tax matters. The
requests concern a number of UBS account numbers pertaining to current and former clients and
are based on data from 2006 and 2008. UBS has taken steps to inform affected clients about the
administrative assistance proceedings and their procedural rights, including the right to appeal.
The requests are based on data received from the German authorities, who seized certain data
related to UBS clients booked in Switzerland during their investigations and have apparently
shared this data with other European countries. UBS expects additional countries to file similar
requests.

The Swiss Federal Administrative Court ruled in 2016 that, in the administrative assistance
proceedings related to a French bulk request, UBS has the right to appeal all final FTA client data
disclosure orders. On 30 July 2018, the Swiss Federal Administrative Court granted UBS's appeal
by holding the French administrative assistance request inadmissible. The FTA filed a final appeal
with the Swiss Federal Supreme Court. On 26 July 2019, the Supreme Court reversed the decision
of the Federal Administrative Court. In December 2019, the court released its written decision.
The decision requires the FTA to obtain confirmation from the French authorities that transmitted
data will be used only for the purposes stated in their request before transmitting any data. The
stated purpose of the original request was to obtain information relating to taxes owed by
account holders. Accordingly, any information transferred to the French authorities must not be
passed to criminal authorities or used in connection with the ongoing case against UBS discussed
in this item.

Since 2013, UBS (France) S.A., UBS AG and certain former employees have been under
investigation in France for alleged complicity in unlawful solicitation of clients on French territory,
regarding the laundering of proceeds of tax fraud, and banking and financial solicitation by
unauthorized persons. In connection with this investigation, the investigating judges ordered UBS
AG to provide bail (“caution”) of EUR 1.1 billion and UBS (France) S.A. to post bail of EUR 40
million, which was reduced on appeal to EUR 10 million.

A trial in the court of first instance took place from 8 October 2018 until 15 November 2018. On
20 February 2019, the court announced a verdict finding UBS AG guilty of unlawful solicitation of
clients on French territory and aggravated laundering of the proceeds of tax fraud, and UBS
France S.A. guilty of aiding and abetting unlawful solicitation and laundering the proceeds of tax
fraud. The court imposed fines aggregating EUR 3.7 billion on UBS AG and UBS France S.A. and
awarded EUR 800 million of civil damages to the French state. UBS has appealed the decision.
Under French law, the judgment is suspended while the appeal is pending. The trial in the Court
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of Appeal is scheduled for June 2020. The Court of Appeal will retry the case de novo as to both
the law and the facts, and the fines and penalties can be greater than or less than those imposed
by the court of first instance. A subsequent appeal to the Cour de Cassation, France’'s highest
court, is possible with respect to questions of law.

UBS believes that based on both the law and the facts the judgment of the court of first instance
should be reversed. UBS believes it followed its obligations under Swiss and French law as well as
the European Savings Tax Directive. Even assuming liability, which it contests, UBS believes the
penalties and damage amounts awarded greatly exceed the amounts that could be supported by
the law and the facts. In particular, UBS believes the court incorrectly based the penalty on the
total regularized assets rather than on any unpaid taxes on those assets for which a fraud has
been characterized and further incorrectly awarded damages based on costs that were not
proven by the civil party. Notwithstanding that UBS believes it should be acquitted, UBS's balance
sheet at 31 December 2019 reflected provisions with respect to this matter in an amount of EUR
450 million (USD 505 million at 31 December 2019). The wide range of possible outcomes in this
case contributes to a high degree of estimation uncertainty. The provision reflected on UBS's
balance sheet at 31 December 2019 reflects its best estimate of possible financial implications,
although it is reasonably possible that actual penalties and civil damages could exceed the
provision amount.

In 2016, UBS was notified by the Belgian investigating judge that it is under formal investigation
(“inculpé”) regarding the laundering of proceeds of tax fraud, of banking and financial
solicitation by unauthorized persons, and of serious tax fraud. In 2018, tax authorities and a
prosecutor’s office in Italy asserted that UBS is potentially liable for taxes and penalties as a result
of its activities in Italy from 2012 to 2017. In June 2019, UBS entered into a settlement
agreement with the Italian tax authorities under which it paid EUR 101 million to resolve the
claims asserted by the authority related to UBS AG's potential permanent establishment in Italy. In
October 2019, the Judge of Preliminary Investigations of the Milan Court approved an agreement
with the Milan prosecutor under Article 63 of Italian Administrative Law 231 under which UBS
AG, UBS Switzerland AG and UBS Monaco have paid an aggregate of EUR 10.3 million to resolve
claims premised on the alleged inadequacy of historical internal controls. No admission of
wrongdoing was required in connection with this resolution.

UBS's balance sheet at 31 December 2019 reflected provisions with respect to matters described
in this item 1 in an amount that UBS believes to be appropriate under the applicable accounting
standard. As in the case of other matters for which UBS has established provisions, the future
outflow of resources in respect of such matters cannot be determined with certainty based on
currently available information and accordingly may ultimately prove to be substantially greater
(or may be less) than the provision that UBS has recognized.

2. Claims related to sales of residential mortgage-backed securities and mortgages

From 2002 through 2007, prior to the crisis in the US residential loan market, UBS was a
substantial issuer and underwriter of US residential mortgage-backed securities ("RMBS") and
was a purchaser and seller of US residential mortgages. A subsidiary of UBS, UBS Real Estate
Securities Inc. ("UBS RESI"), acquired pools of residential mortgage loans from originators and
(through an affiliate) deposited them into securitization trusts. In this manner, from 2004 through
2007, UBS RESI sponsored approximately USD 80 billion in RMBS, based on the original principal
balances of the securities issued.

UBS RESI also sold pools of loans acquired from originators to third-party purchasers. These whole
loan sales during the period 2004 through 2007 totalled approximately USD 19 billion in original
principal balance.

UBS was not a significant originator of US residential loans. A branch of UBS originated
approximately USD 1.5 billion in US residential mortgage loans during the period in which it was
active from 2006 to 2008 and securitized less than half of these loans.

Lawsuits related to contractual representations and warranties concerning mortgages and RMBS:
When UBS acted as an RMBS sponsor or mortgage seller, it generally made certain
representations relating to the characteristics of the underlying loans. In the event of a material
breach of these representations, UBS was in certain circumstances contractually obligated to
repurchase the loans to which the representations related or to indemnify certain parties against
losses. In 2012, certain RMBS trusts filed an action in the US District Court for the Southern
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District of New York seeking to enforce UBS RESI's obligation to repurchase loans in the collateral
pools for three RMBS securitizations issued and underwritten by UBS with an original principal
balance of approximately USD 2 billion. In July 2018, UBS and the trustee entered into an
agreement under which UBS will pay USD 850 million to resolve this matter. A significant portion
of this amount will be borne by other parties that indemnified UBS. In January 2020 the
settlement was approved by the court. Proceedings to determine how the settlement funds will
be distributed to RMBS holders are ongoing. After giving effect to this settlement, UBS considers
claims relating to substantially all loan repurchase demands to be resolved and believes that new
demands to repurchase US residential mortgage loans are time-barred under a decision rendered
by the New York Court of Appeals.

Mortgage-related regulatory matters: Since 2014, the US Attorney’s Office for the Eastern District
of New York has sought information from UBS pursuant to the Financial Institutions Reform,
Recovery and Enforcement Act of 1989 ("FIRREA"), related to UBS’s RMBS business from 2005
through 2007. On 8 November 2018, the DOJ filed a civil complaint in the District Court for the
Eastern District of New York. The complaint seeks unspecified civil monetary penalties under
FIRREA related to UBS's issuance, underwriting and sale of 40 RMBS transactions in 2006 and
2007. UBS moved to dismiss the civil complaint on 6 February 2019. On 10 December 2019 the
district court denied UBS's motion to dismiss.

UBS's balance sheet at 31 December 2019 reflected a provision with respect to matters described
in this item 2 in an amount that UBS believes to be appropriate under the applicable accounting
standard. As in the case of other matters for which UBS has established provisions, the future
outflow of resources in respect of this matter cannot be determined with certainty based on
currently available information and accordingly may ultimately prove to be substantially greater
(or may be less) than the provision that UBS has recognized.

3. Madoff

In relation to the Bernard L. Madoff Investment Securities LLC ("BMIS") investment fraud, UBS
AG, UBS (Luxembourg) S.A. (now UBS Europe SE, Luxembourg branch) and certain other UBS
subsidiaries have been subject to inquiries by a number of regulators, including FINMA and the
Luxembourg Commission de Surveillance du Secteur Financier. Those inquiries concerned two
third-party funds established under Luxembourg law, substantially all assets of which were with
BMIS, as well as certain funds established in offshore jurisdictions with either direct or indirect
exposure to BMIS. These funds faced severe losses, and the Luxembourg funds are in liquidation.
The documentation establishing both funds identifies UBS entities in various roles, including
custodian, administrator, manager, distributor and promoter, and indicates that UBS employees
serve as board members.

In 2009 and 2010, the liquidators of the two Luxembourg funds filed claims against UBS entities,
non-UBS entities and certain individuals, including current and former UBS employees, seeking
amounts totalling approximately EUR 2.1 billion, which includes amounts that the funds may be
held liable to pay the trustee for the liquidation of BMIS ("BMIS Trustee").

A large number of alleged beneficiaries have filed claims against UBS entities (and non-UBS
entities) for purported losses relating to the Madoff fraud. The majority of these cases have been
filed in Luxembourg, where decisions that the claims in eight test cases were inadmissible have
been affirmed by the Luxembourg Court of Appeal, and the Luxembourg Supreme Court has
dismissed a further appeal in one of the test cases.

In the US, the BMIS Trustee filed claims against UBS entities, among others, in relation to the two
Luxembourg funds and one of the offshore funds. The total amount claimed against all
defendants in these actions was not less than USD 2 billion. In 2014, the US Supreme Court
rejected the BMIS Trustee’s motion for leave to appeal decisions dismissing all claims except those
for the recovery of approximately USD 125 million of payments alleged to be fraudulent
conveyances and preference payments. In 2016, the bankruptcy court dismissed these claims
against the UBS entities. In February 2019, the Court of Appeals reversed the dismissal of the
BMIS Trustee's remaining claims. In August 2019, the defendants, including UBS, filed a petition
to the US Supreme Court requesting that it review the Court of Appeals’ decision. The
bankruptcy proceedings have been stayed pending a decision with respect to the defendants’
petition.
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4. Puerto Rico

Declines since 2013 in the market prices of Puerto Rico municipal bonds and of closed-end funds
("funds") that are sole-managed and co-managed by UBS Trust Company of Puerto Rico and
distributed by UBS Financial Services Incorporated of Puerto Rico ("UBS PR") have led to multiple
regulatory inquiries, as well as customer complaints and arbitrations with aggregate claimed
damages of USD 3.4 billion, of which claims with aggregate claimed damages of USD 2.4 billion
have been resolved through settlements, arbitration or withdrawal of the claim. The claims have
been filed by clients in Puerto Rico who own the funds or Puerto Rico municipal bonds and / or
who used their UBS account assets as collateral for UBS non-purpose loans; customer complaint
and arbitration allegations include fraud, misrepresentation and unsuitability of the funds and of
the loans.

A shareholder derivative action was filed in 2014 against various UBS entities and current and
certain former directors of the funds, alleging hundreds of millions of US dollars in losses in the
funds. In 2015, defendants’ motion to dismiss was denied and a request for permission to appeal
that ruling was denied by the Puerto Rico Supreme Court. In 2014, a federal class action
complaint also was filed against various UBS entities, certain members of UBS PR senior
management and the co-manager of certain of the funds, seeking damages for investor losses in
the funds during the period from May 2008 through May 2014. Following denial of the plaintiffs’
motion for class certification, the case was dismissed in October 2018.

In 2014 and 2015, UBS entered into settlements with the Office of the Commissioner of Financial
Institutions for the Commonwealth of Puerto Rico, the US Securities and Exchange Commission
(SEC) and the Financial Industry Regulatory Authority in relation to their examinations of UBS's
operations.

In 2011, a purported derivative action was filed on behalf of the Employee Retirement System of
the Commonwealth of Puerto Rico ("System") against over 40 defendants, including UBS PR,
which was named in connection with its underwriting and consulting services. Plaintiffs alleged
that defendants violated their purported fiduciary duties and contractual obligations in
connection with the issuance and underwriting of USD 3 billion of bonds by the System in 2008
and sought damages of over USD 800 million. In 2016, the court granted the System'’s request to
join the action as a plaintiff, but ordered that plaintiffs must file an amended complaint. In 2017,
the court denied defendants’ motion to dismiss the amended complaint.

Beginning in 2015, and continuing through 2017, certain agencies and public corporations of the
Commonwealth of Puerto Rico ("Commonwealth") defaulted on certain interest payments on
Puerto Rico bonds. In 2016, US federal legislation created an oversight board with power to
oversee Puerto Rico’s finances and to restructure its debt. The oversight board has imposed a stay
on the exercise of certain creditors’ rights. In 2017, the oversight board placed certain of the
bonds into a bankruptcy-like proceeding under the supervision of a Federal District Judge. These
events, further defaults or any further legislative action to create a legal means of restructuring
Commonwealth obligations or to impose additional oversight on the Commonwealth’s finances,
or any restructuring of the Commonwealth’s obligations, may increase the number of claims
against UBS concerning Puerto Rico securities, as well as potential damages sought.

In May 2019, the oversight board filed complaints in Puerto Rico federal district court bringing
claims against financial, legal and accounting firms that had participated in Puerto Rico municipal
bond offerings, including UBS, seeking a return of underwriting and swap fees paid in connection
with those offerings. UBS estimates that it received approximately USD 125 million in fees in the
relevant offerings.

In August 2019 and February 2020, three US insurance companies that insured issues of Puerto
Rico municipal bonds sued UBS and seven other underwriters of Puerto Rico municipal bonds.
The two actions seek recovery of an aggregate of USD 955 million in damages from the
defendants. The plaintiffs in these cases claim that defendants failed to reasonably investigate
financial statements in the offering materials for the insured Puerto Rico bonds issued between
2002 and 2007, which plaintiffs argue they relied upon in agreeing to insure the bonds
notwithstanding that they had no contractual relationship with the underwriters.

UBS's balance sheet at 31 December 2019 reflected provisions with respect to matters described
in this item 4 in amounts that UBS believes to be appropriate under the applicable accounting
standard. As in the case of other matters for which UBS has established provisions, the future
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outflow of resources in respect of such matters cannot be determined with certainty based on
currently available information and accordingly may ultimately prove to be substantially greater
(or may be less) than the provisions that UBS has recognized.

5. Foreign exchange, LIBOR and benchmark rates, and other trading practices

Foreign exchange-related regulatory matters: Beginning in 2013, numerous authorities commenced
investigations concerning possible manipulation of foreign exchange markets and precious metals
prices. In 2014 and 2015, UBS reached settlements with the UK Financial Conduct Authority
("FCA") and the US Commodity Futures Trading Commission ("CFTC") in connection with their
foreign exchange investigations, FINMA issued an order concluding its formal proceedings relating
to UBS’s foreign exchange and precious metals businesses, and the Board of Governors of the
Federal Reserve System (Federal Reserve Board) and the Connecticut Department of Banking issued
a Cease and Desist Order and assessed monetary penalties against UBS AG. In 2015, the DOJ's
Criminal Division terminated the 2012 non-prosecution agreement with UBS AG related to UBS's
submissions of benchmark interest rates, and UBS AG pleaded guilty to one count of wire fraud,
paid a fine and was subject to probation, which ended in early January 2020. In 2019 the European
Commission announced two decisions with respect to foreign exchange trading. UBS was granted
immunity by the European Commission in these matters and therefore was not fined. UBS has
ongoing obligations to cooperate with these authorities and to undertake certain remediation
measures. UBS has also been granted conditional immunity by the Antitrust Division of the DOJ and
by authorities in other jurisdictions in connection with potential competition law violations relating
to foreign exchange and precious metals businesses. Investigations relating to foreign exchange
matters by certain authorities remain ongoing notwithstanding these resolutions.

Foreign exchange-related civil litigation: Putative class actions have been filed since 2013 in US
federal courts and in other jurisdictions against UBS and other banks on behalf of putative classes
of persons who engaged in foreign currency transactions with any of the defendant banks. UBS has
resolved US federal court class actions relating to foreign currency transactions with the defendant
banks and persons who transacted in foreign exchange futures contracts and options on such
futures under a settlement agreement that provides for UBS to pay an aggregate of USD 141
million and provide cooperation to the settlement classes. Certain class members have excluded
themselves from that settlement and have filed individual actions in US and English courts against
UBS and other banks, alleging violations of US and European competition laws and unjust
enrichment.

In 2015, a putative class action was filed in federal court against UBS and numerous other banks on
behalf of persons and businesses in the US who directly purchased foreign currency from the
defendants and alleged co-conspirators for their own end use. In March 2017, the court granted
UBS’s (and the other banks’) motions to dismiss the complaint. The plaintiffs filed an amended
complaint in August 2017. In March 2018, the court denied the defendants’ motions to dismiss the
amended complaint.

In 2017, two putative class actions were filed in federal court in New York against UBS and
numerous other banks on behalf of persons and entities who had indirectly purchased foreign
exchange instruments from a defendant or co-conspirator in the US, and a consolidated complaint
was filed in June 2017. In March 2018, the court dismissed the consolidated complaint. In October
2018, the court granted plaintiffs" motion seeking leave to file an amended complaint. In January
2020, UBS and 11 other banks agreed in principle with the plaintiffs to settle the class action for a
total of USD 10 million. The settlement is subject to final documentation and court approval.

LIBOR and other benchmark-related requlatory matters: Numerous government agencies, including
the SEC, the CFTC, the DOJ, the FCA, the UK Serious Fraud Office, the Monetary Authority of
Singapore, the Hong Kong Monetary Authority, FINMA, various state attorneys general in the US
and competition authorities in various jurisdictions have conducted investigations regarding
potential improper attempts by UBS, among others, to manipulate LIBOR and other benchmark
rates at certain times. UBS reached settlements or otherwise concluded investigations relating to
benchmark interest rates with the investigating authorities. UBS has ongoing obligations to
cooperate with the authorities with whom UBS has reached resolutions and to undertake certain
remediation measures with respect to benchmark interest rate submissions. UBS has been granted
conditional leniency or conditional immunity from authorities in certain jurisdictions, including the
Antitrust Division of the DOJ and the Swiss Competition Commission ("WEKQ"), in connection
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with potential antitrust or competition law violations related to certain rates. However, UBS has not
reached a final settlement with WEKO, as the Secretariat of WEKO has asserted that UBS does not
qualify for full immunity.

LIBOR and other benchmark-related civil litigation: A number of putative class actions and other
actions are pending in the federal courts in New York against UBS and numerous other banks on
behalf of parties who transacted in certain interest rate benchmark-based derivatives. Also pending
in the US and in other jurisdictions are a number of other actions asserting losses related to various
products whose interest rates were linked to LIBOR and other benchmarks, including adjustable
rate mortgages, preferred and debt securities, bonds pledged as collateral, loans, depository
accounts, investments and other interest-bearing instruments. The complaints allege manipulation,
through various means, of certain benchmark interest rates, including USD LIBOR, Euroyen TIBOR,
Yen LIBOR, EURIBOR, CHF LIBOR, GBP LIBOR, SGD SIBOR and SOR and Australian BBSW, and seek
unspecified compensatory and other damages under varying legal theories.

USD LIBOR class and individual actions in the US: In 2013 and 2015, the district court in the
USD LIBOR actions dismissed, in whole or in part, certain plaintiffs’ antitrust claims, federal
racketeering claims, CEA claims, and state common law claims. Although the Second Circuit
vacated the district court’s judgment dismissing antitrust claims, the district court again dismissed
antitrust claims against UBS in 2016. Certain plaintiffs have appealed that decision to the Second
Circuit. Separately, in 2018, the Second Circuit reversed in part the district court’s 2015 decision
dismissing certain individual plaintiffs’ claims and certain of these actions are now proceeding. UBS
entered into an agreement in 2016 with representatives of a class of bondholders to settle their
USD LIBOR class action. The agreement has received preliminary court approval and remains subject
to final approval. In 2018, the district court denied plaintiffs’ motions for class certification in the
USD class actions for claims pending against UBS, and plaintiffs sought permission to appeal that
ruling to the Second Circuit. In July 2018, the Second Circuit denied the petition to appeal of the
class of USD lenders and in November 2018 denied the petition of the USD exchange class. In
December 2019, UBS entered into an agreement with representatives of the class of USD lenders to
settle their USD LIBOR class action. The agreement has received preliminary court approval and
remains subject to final approval. In January 2019, a putative class action was filed in the District
Court for the Southern District of New York against UBS and numerous other banks on behalf of
US residents who, since 1 February 2014, directly transacted with a defendant bank in USD LIBOR
instruments. The complaint asserts antitrust claims. The defendants moved to dismiss the complaint
in August 2019.

Other benchmark class actions in the US: In 2014, the court in one of the Euroyen TIBOR lawsuits
dismissed certain of the plaintiffs’ claims, including a federal antitrust claim, for lack of standing. In
2015, this court dismissed the plaintiffs’ federal racketeering claims on the same basis and affirmed
its previous dismissal of the plaintiffs’ antitrust claims against UBS. In 2017, this court also
dismissed the other Yen LIBOR / Euroyen TIBOR action in its entirety on standing grounds, as did
the court in the CHF LIBOR action. Also in 2017, the court in the EURIBOR lawsuit dismissed the
case as to UBS and certain other foreign defendants for lack of personal jurisdiction. Plaintiffs in the
other Yen LIBOR, Euroyen TIBOR and the EURIBOR actions have appealed the dismissals. In October
2018, the court in the SIBOR / SOR action dismissed all but one of plaintiffs’ claims against UBS.
Plaintiffs in the CHF LIBOR and SIBOR / SOR actions filed amended complaints following the
dismissals, and the courts granted renewed motions to dismiss in July 2019 (SIBOR / SOR) and in
September 2019 (CHF LIBOR). Plaintiffs in both actions have appealed. In November 2018, the
court in the BBSW lawsuit dismissed the case as to UBS and certain other foreign defendants for
lack of personal jurisdiction. Following that dismissal, plaintiffs in the BBSW action filed an
amended complaint in April 2019, which UBS and other defendants named in the amended
complaint have moved to dismiss. In February 2020, the court in the BBSW action granted in part
and denied in part defendants’ motions to dismiss the amended complaint. The court dismissed the
GBP LIBOR action in August 2019, and plaintiffs appealed the dismissal in September
2019Government bonds: Putative class actions have been filed since 2015 in US federal courts
against UBS and other banks on behalf of persons who participated in markets for US Treasury
securities since 2007. A consolidated complaint was filed in 2017 in the US District Court for the
Southern District of New York alleging that the banks colluded with respect to, and manipulated
prices of, US Treasury securities sold at auction and in the secondary market and asserting claims
under the antitrust laws and for unjust enrichment. Defendants’ motions to dismiss the

37



consolidated complaint are pending. Similar class actions have been filed concerning European
government bonds and other government bonds.

Government bonds: Putative class actions have been filed since 2015 in US federal courts against
UBS and other banks on behalf of persons who participated in markets for US Treasury securities
since 2007. A consolidated complaint was filed in 2017 in the US District Court for the Southern
District of New York alleging that the banks colluded with respect to, and manipulated prices of,
US Treasury securities sold at auction and in the secondary market and asserting claims under the
antitrust laws and for unjust enrichment. Defendants’ motions to dismiss the consolidated
complaint are pending. Similar class actions have been filed concerning European government
bonds and other government bonds. UBS and reportedly other banks are responding to
investigations and requests for information from various authorities regarding government bond
trading practices. As a result of its review to date, UBS has taken appropriate action.

Government sponsored entities ("GSE") bonds: Starting in February 2019, class action complaints
were filed in the US District Court for the Southern District of New York against UBS and other
banks on behalf of plaintiffs who traded GSE bonds. A consolidated complaint was filed alleging
collusion in GSE bond trading between 1 January 2009 and 1 January 2016. In December 2019,
UBS and eleven other defendants agreed to settle the class action for a total of USD 250 million.
The settlement is subject to court approval.

With respect to additional matters and jurisdictions not encompassed by the settlements and
orders referred to above, UBS's balance sheet at 31 December 2019 reflected a provision in an
amount that UBS believes to be appropriate under the applicable accounting standard. As in the
case of other matters for which UBS has established provisions, the future outflow of resources in
respect of such matters cannot be determined with certainty based on currently available
information and accordingly may ultimately prove to be substantially greater (or may be less) than
the provision that UBS has recognized.

6. Swiss retrocessions

The Federal Supreme Court of Switzerland ruled in 2012, in a test case against UBS, that
distribution fees paid to a firm for distributing third-party and intra-group investment funds and
structured products must be disclosed and surrendered to clients who have entered into a
discretionary mandate agreement with the firm, absent a valid waiver.

FINMA has issued a supervisory note to all Swiss banks in response to the Supreme Court decision.
UBS has met the FINMA requirements and has notified all potentially affected clients.

The Supreme Court decision has resulted, and may continue to result, in a number of client
requests for UBS to disclose and potentially surrender retrocessions. Client requests are assessed on
a case-by-case basis. Considerations taken into account when assessing these cases include, among
other things, the existence of a discretionary mandate and whether or not the client
documentation contained a valid waiver with respect to distribution fees.

UBS'’s balance sheet at 31 December 2019 reflected a provision with respect to matters described
in this item 6 in an amount that UBS believes to be appropriate under the applicable accounting
standard. The ultimate exposure will depend on client requests and the resolution thereof, factors
that are difficult to predict and assess. Hence, as in the case of other matters for which UBS has
established provisions, the future outflow of resources in respect of such matters cannot be
determined with certainty based on currently available information and accordingly may
ultimately prove to be substantially greater (or may be less) than the provision that UBS has
recognized.

7. Securities transaction pricing and disclosure

UBS identified and reported to the relevant authorities instances in which some Global Wealth
Management clients booked in Hong Kong and Singapore may have been charged inappropriate
spreads on debt securities transactions between 2008 and 2015. In November 2019, UBS AG
entered into a settlement with the Hong Kong Securities and Futures Commission ("SFC") under
which it was reprimanded and fined HKD 400 million (USD 51 million) and a settlement with the
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Monetary Authority of Singapore (MAS) under which it was fined SGD 11 million (USD 8.3 million).
In addition, UBS has commenced reimbursing affected customers an aggregate amount equivalent
to USD 47 million, including interest.

UBS's balance sheet at 31 December 2019 reflected a provision with respect to the matter
described in this item 7 in an amount that UBS believes to be appropriate under the applicable
accounting standard.

The specific litigation, regulatory and other matters described above under items (1) to (7) include
all such matters that management considers to be material and others that management believes
to be of significance due to potential financial, reputational and other effects as described in
"Note 21 Provisions and contingent liabilities” to the UBS AG's audited consolidated financial
statements included in the Annual Report 2019. The proceedings indicated below are matters
that have recently been considered material, but are not currently considered material, by UBS.
Besides the proceedings described above and below, there are no governmental, legal or
arbitration proceedings (including any such proceedings which are pending or threatened, of
which UBS AG is aware) that may have, or have had in the recent past, significant effects on UBS
AG Group's and/or UBS AG's financial position or profitability and are or have been pending
during the last twelve months until the date of this document.

FIFA investigation: UBS, and reportedly numerous other financial institutions, received inquiries
from authorities concerning accounts relating to the Fédération Internationale de Football
Association ("FIFA") and other constituent soccer associations and related persons and entities.
UBS cooperated with authorities in these inquiries.

Material Contracts

No material contracts have been entered into outside of the ordinary course of UBS AG's or UBS
AG Group's business, which could result in any member of the UBS AG Group being under an
obligation or entitlement that is material to UBS AG's ability to meet its obligations to the
investors in relation to the issued securities.

Significant Changes in the Financial or Trading Position; Material Adverse Change in
Prospects

There has been no significant change in the financial or trading position of UBS AG or UBS AG
Group since 31 December 2019, which is the end of the last financial period for which financial
information has been published.

There has been no material adverse change in the prospects of UBS AG or UBS AG Group since 31
December 2019.
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The Annual Report 2019

in relation to the prospectus comprising the Summary and Securities Note dated 6
May 2019 for the issuance of Open End Certificates linked to the UBS Global Quality
Dividend Payers Total Return (EUR) Index (ISIN DEOOOUBSOQD1)

the following subsection will be added at the end of the section "DESCRIPTION OF
THE ISSUER"

in relation to the prospectus comprising the Summary and Securities Note dated 8
May 2019 for the issuance of Portfolio Certificates linked to the PTAM Navigator
Portfolio (ISIN CH0441698849)

the following subsection will be added at the end of the section "DESCRIPTION OF
THE ISSUER"

in relation to the Base Prospectus dated 13 June 2019 of UBS AG for the offer of
Warrants and other leveraged Securities

the following subsection will be added at the end of the section "DESCRIPTION OF
THE ISSUER"

in relation to the Base Prospectus dated 19 June 2019 for the offer of Securities
the following subsection will be added at the end of the section "DESCRIPTION OF
THE ISSUER"

in relation to the Base Prospectus dated 10 July 2019 for the issuance of Fixed Income
Securities (Cash)

the following subsection will be added at the end of the section "DESCRIPTION OF
THE ISSUER"

in relation to the prospectus comprising the Summary and Securities Note dated 11
July 2019 for the issuance of Strategy Certificates on GelfarthSelect Strategy (ISIN
CH0326223960)

the following subsection will be added at the end of the section "DESCRIPTION OF
THE ISSUER"

in relation to the prospectus comprising the Summary and Securities Note dated 11
July 2019 for the issuance of Portfolio Certificates linked to the Smart Health Care
Portfolio (ISIN DEOOOUS8MARDS)

the following subsection will be added at the end of the section "DESCRIPTION OF
THE ISSUER"

in relation to the Base Prospectus dated 15 July 2019 for of UBS Express Securities,
UBS Twin-Win Securities, UBS Speeder Securities, UBS Outperformance Plus Securities,
UBS Bonus Securities, UBS Dolphin Securities, UBS Capital Protected Securities and
UBS Accumulator Securities

the following subsection will be added at the end of the section "DESCRIPTION OF
THE ISSUER"
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Our external reporting approach

The scope and content of our external reports are
determined by Swiss legal and regulatory requirements,
accounting standards, relevant stock and debt listing rules,
including regulations promulgated by FINMA, the SIX Swiss
Exchange, the US Securities and Exchange Commission and
other regulatory requirements, as well as by our financial

At the center of our external reporting approach is the
annual report of UBS Group AG, which consists of
disclosures for UBS Group AG and its consolidated
subsidiaries. We also provide a combined annual report for
UBS Group AG and UBS AG consolidated, which additionally
includes the consolidated financial statements of UBS AG as

reporting policies.

Annual reporting

well as supplemental

disclosures

regulations and is the basis for our SEC Form 20-F filing.

UBS Annual Reports

#UBS

#UBS

#UBS

UBS Group AG Annual Report 2019

UBS Group AG and UBS AG Annual Report 2019

UBS Group AG Geschaftsbericht 2019

UBS Group AG

Annual Report 2019

The 2019 Annual Reports (UBS Group AG Annual Report 2019 and the
combined UBS Group AG and UBS AG Annual Report 2019) include the
consolidated financial statements of UBS Group AG and UBS AG,
respectively, and provide comprehensive information about our firm,
including our strategy and businesses, financial and operating
performance and other key information. The reports are presented in US
dollars, our presentation currency. The UBS Group AG Annual Report
2019 is translated into German, with the German translation available as
of 13 March 2020 under “Annual reporting” at
www.ubs.com/investors.

The consolidated financial statements of UBS Group AG and UBS AG
have been prepared in accordance with International Financial Reporting
Standards (IFRS). The risk, treasury and capital management sections
include certain audited financial information, which forms part of the
consolidated financial statements. The Annual Reports also include the

statutory financial statements of UBS Group AG, which are the basis for
our Swiss tax return, our appropriation of retained earnings and a
potential distribution of dividends, subject to shareholder approval at the

Annual General Meeting.

We provide our combined Annual Report, the Pillar 3 report, the standalone legal entity reports and the sustainability
report as web disclosures at www.ubs.com/investors.

#UBS

Pillar 3 report

The Pillar 3 report provides detailed
quantitative and qualitative information
about risk, capital, leverage and
liquidity for the UBS Group and
prudential key figures and regulatory
information for UBS AG standalone,
UBS Switzerland AG standalone,
UBS Europe SE consolidated and
UBS Americas Holding LLC
consolidated.

‘ #UBS

#HUBS

UBS AG
UBS Switzerland AG

Standalone legal entity reports
We publish separate standalone legal
entity reports for UBS AG and

UBS Switzerland AG. Selected
financial and regulatory key figures
for these entities as well as for

UBS Europe SE and UBS Americas
Holding LLC are also included in our
annual reports.

#UBS

Sustainability Report 2019

Sustainability report

The sustainability report (formerly
called the GRI Document), which will
be available from 5 March 2020,
provides disclosures on
environmental, social and governance
factors for the UBS Group and
includes the disclosures of non-
financial information required by
German law implementing EU
Directive 2014/95 (CSR-Richtlinie-
Umsetzungsgesetz, CSR-RUG).

For the purpose of this Supplement, this page is referred to as page 43
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Our Pillars are the Our Principles are Our Behaviors are

foundation for what we stand for what we stand for
everything we do. as a firm. individually.

Capital strength Client focus Integrity

Efficiency and effectiveness Excellence Collaboration

Risk management Sustainable performance Challenge
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Our approach to long-term value creation

As of or for the year ended 31 December 2019

> What we put into the equation > What we do

Input Business activities

Financial capital

e Common equity tier 1 (CET1) capital ratio: 13.7%.
e CET1 leverage ratio: 3.9%.

e Going concern leverage ratio: 5.7%.

¢ Total loss-absorbing capacity: USD 89.6 billion.

e CET1 capital: USD 35.6 billion.

Global Wealth
Management

q_\@) Relationships and intellectual capital T

e Strong brand with over 150 years of experience in banking.
e Presence in all major financial centers worldwide.
e Strong culture and strategy based on our Pillars, Principles and Behaviors.
¢ We have access to the majority of the world’s billionaires.
¢ We spent more than 10% of our revenues (around USD 3.5 billion)
on technology in 2019, including amounts spent on regulatory change
programs and innovative solutions for our businesses and clients.

Personal &
Corporate Banking

o We foster a corporate culture that supports and engages employees. e
e Our 69,966 employees (by headcount) work in 50 countries,
are citizens of 136 nations and speak more than 150 languages.
® 39% women and 61% men, with an average of 8 years of service.
® 19% under 30 years old, 60% between 30 and 50, and 21% over
50 years old.

~

&6@ Social and natural capital

................................................................................ Catalyst d|g|ta||zat|on and |nnovat|on
e Our UBS in society organization focuses our firm on being a force for

driving positive change in society and the environment. o
e Our comprehensive environmental and social risk standards govern ABCDE Modernizing and

client and vendor relationships and are enforced firm-wide. (autt;)mz’?on, o moﬁu'lar:zing
¢ We invest in communities: our employees have valuable skills and CUHSTelinge), et UEENAIEE ) ESIEES
: i . : . data, experience) leveraging
knowledge, which they use to make a difference in their communities. . .
; R o ) trends drive the new technologies,
e UBS Optimus Foundation is an award-winning grant-making ; ;
foundation that hel i hei ith 10 dri . changes in how such as public
oundation that helps our clients use their wealth to drive positive we operate. cloud, microservices
and sustainable social change for children. arehtEsue. AR
¢ We regularly contribute to debates about important societal topics and front-to-back
and, in collaboration with other firms and industry bodies, help to set automation.

standards on these topics.
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Asset

Management

Investment

Bank

Co-developing
digital innovation
and ecosystems
through
partnerships,
research and
innovation pipeline
management,
facilitated by
centers of
excellence.

Strengthening our
digital culture and
engineering
approach through
training,
communications,
and adopting new
toolsets and agile
ways of
collaborating.

The results we deliver
Output

[afa)
Investors
%

< Our financial results

¢ Net profit attributable to shareholders: USD 4,304 million.
e Diluted earnings per share: USD 1.14.
e Return on CET1 capital: 12.4% (with a target of 12-15% for 2020-2022).
e Invested assets: USD 3,607 billion.
e Cost / income ratio was 80.5%), compared with 79.9% in 2018.
We are targeting a cost / income ratio of 75-78% in 2020-2022.

OYO Clients
(P\Pﬂ The products and services we offer

¢ We build and strengthen client relationships through various platforms and offerings,
such as UBS Evidence Lab Innovations, GWM platforms and WM Online portal,
UBS Partner, we.trade, UBS Atrium and Mobile Banking.

¢ A broad range of well-designed products and services for clients’ personal wealth
and their businesses.

e Effective procedures and processes to handle complaints.

000 Employees
(7)) How we work at UBS

* We are committed to further increasing our diversity, treating our employees fairly
and providing equal opportunities for all.

o We strive to hire, promote and retain more women across the firm, with a
stated aspiration of increasing the representation of women in management roles
to one-third.

e QOur in-house UBS University offers customized training and skills development
opportunities.

¢ We support employees’ career growth; our new Career Navigator online platform
supports the mobility of internal talent.

e Modern cloud-enabled virtual workstations and mobile technologies have
been deployed.

% o Society and environment
o 5o What we deliver on sustainability

e USD 488.5 billion of sustainable investing assets (13.5% of our total invested assets).
USD 3.9 billion of clients’ assets in SDG-related impact investments.

¢ With a market share of 20.2% among asset and wealth managers offering
sustainable investment solutions, we are a leading provider of such products
in Switzerland.

e USD 52.7 billion of the total deal value in equity or debt capital market services
and USD 34.5 billion in financial advisory services provided by our Investment Bank
to companies that make a positive contribution to climate change mitigation
and adaptation.

® In 2019, we donated USD 45.2 million to local programs. 38% of our employees
volunteered and invested 202,784 hours in community projects.

e UBS Optimus Foundation raised USD 89.5 million in donations.
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How our stakeholders benefit

Outcome

How our investors benefit

o Attractive capital returns to our shareholders. A dividend of USD 0.73 per share
proposed for the financial year 2019. We aim to increase our ordinary dividend per
share by USD 0.01 per year, and to return excess capital through share repurchases.

e Total payout ratio for 2019 will be 80%, combining the proposed dividend with our
share repurchases of USD 806 million in 2019.

¢ We aim to balance growth opportunities with cost and capital efficiency in order to
drive attractive risk-adjusted returns and sustainable performance.

How our clients benefit

e Sustaining long-term relationships based on mutual respect, trust and integrity.
Access to outstanding, tailored advice, financial solutions and services from around
the globe delivered by experts our clients can trust; superior investment performance.

¢ Improved satisfaction through the offering of suitable products and services.

e Services accessible through convenient digital banking portals, which enable our
clients to bank at their convenience, and through our branches and presences
in Switzerland and abroad.

How our employees benefit

e UBS is widely recognized as an employer of choice and a great place
to build a career.

e Levels of employee satisfaction and engagement, as shown in our most recent
employee survey, are above the norm for financial services organizations.

o A diverse and inclusive culture across the firm to drive sustainable growth
and innovation and to build a better place to work for all employees.

e Support for leadership development, as great leaders are the key to growing
our people, client relationships and results.

e Pay for performance, with a strong commitment to pay equity embedded into
our compensation policies and practices.

How society and the environment benefit

e Total reduction of greenhouse gas footprint by 71% from the 2004 baseline year,
targeting a 75% reduction by the end of 2020.

o We further reduced our carbon-related assets to less than 1% of our total banking
products exposure and strengthened our standards in the energy and utilities sectors.

e More than 280,000 direct beneficiaries and 107,388 lives substantially improved as
a result of our community investments.

e UBS Optimus Foundation committed USD 109.5 million to carefully selected
programs.

¢ The well-being of 3.3 million vulnerable children around the world was improved
with help of the work of UBS Optimus Foundation.

For the purpose of this Supplement, this page is referred to a
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The impact we create

Impact

Driving change in the world
needs leadership. As the
largest truly global wealth
manager, we have a
responsibility to take a leading
role in shaping a positive
future — for all of us and

the generations to come.

We are an integral part of the
Swiss economy and broader

society — not only as a leading
universal bank, but also as the
third biggest private employer
and one of the top taxpayers.

We significantly contribute to
the prosperity of the Swiss
economy by providing efficient
financial services, capital
allocation, stability, security
and reliability.

We aim to protect and increase
the value of our clients’ assets.
Understanding our clients’
needs and expectations allows
us to serve their best interests
and to create value for them.

In sustainable and impact
investing, we set standards
across the industry and
constantly challenge ourselves
and our peers to raise the bar.
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Annual Report 2019
Letter to shareholders

Dear Shareholders,

Building on your positive feedback from the previous years, our
shareholder letter for 2019 again answers a series of questions
that we are regularly asked by different stakeholders of the
bank.

What was the market context in 2019?

Even though equity markets reached all-time highs, sharp
changes in macroeconomic and market conditions affected UBS
and our clients. Interest rate headwinds intensified, with rate
cuts in the US and further moves into negative territory in
Europe. Contrary to more optimistic expectations at the start of
the year, global GDP growth of just 3% was both substantially
lower than had been forecast and the lowest since the 2007-
2009 financial crisis. Faced with slowing global growth and
persistent geopolitical concerns, many clients either de-risked, or
simply stayed on the sidelines. Client activity was also negatively
affected by historically low market volatility. Nevertheless,
recession concerns abated in the US and investor sentiment
improved in the final quarter.

How do you assess the financial performance of the Group
in 2019?

In these mixed conditions we delivered a solid performance in
2019, closing the year with the best fourth quarter since 2010.
Our net profit reached USD 4.3 billion and we delivered a
12.4% return on CET1 capital, competitive with American peers
and well ahead of other large European banks. Clients
continued to turn to us for high-quality advice and solutions to
help them achieve their goals. We now manage over USD 3.6
trillion of their assets, up nearly a trillion in four years. Our
capital position remains formidable, with a CET1 capital ratio of
13.7%. Our total loss-absorbing capacity increased to nearly
UsD 90 billion.

How much of your profits did you return to shareholders
last year?

In 2019, we generated USD 5 billion of capital, bringing the
total to USD 28 billion since 2011. Our proposed dividend of
USD 0.73 per share for 2019 represents an increase of 6%
compared with 2018 and is in addition to the USD 806 million
of shares bought back under our repurchase program, helping
increase our tangible book value per share by 6%. The sum of
our 2019 proposed dividend and share repurchases is USD 3.4
billion, or 80% of our net profits, which is highly attractive
compared to peers.

What actions are you taking in the French litigation case?
Management and the Board of Directors are completely focused
on and committed to a resolution of the French cross-border
matter. This is in the best interest of shareholders, and it will
most likely take time to resolve the case. The trial at the Court of
Appeal is scheduled for 2-29 June 2020, and a verdict is
expected later in the year. We are preparing diligently for this
trial. UBS denies any criminal wrongdoing in this case. Our
provision for this matter remains at EUR 450 million (USD 505
million), unchanged from year-end 2018. We have published
responses to questions frequently asked by shareholders, clients,
employees and other stakeholders on this matter, which are
available at www.ubs.com/investors.

What are the key growth opportunities you see going
forward?

We are ideally positioned to take advantage of global mega-
trends. As the largest truly global wealth manager to high net
worth and ultra-high net worth clients, we are well positioned to
benefit from these trends. Our business is based on wealth
creation and helping clients manage their wealth and fulfil their
goals, as well as advising on how they want to pass it on. Our
billionaires report revealed that approximately 723 billionaires
will transfer USD 3.5 trillion to their heirs over the next two
decades. We have a strong presence in the US and Asia — two
leading growth markets — along with the right people, the right
investments in technology, and the capital strength to lead the
wealth management industry. We are also a leading universal
bank in Switzerland and we are determined to extend our lead.
All this is enhanced by an investment bank that is strong in the
areas where we choose to compete, and a successful asset
manager.

We are delivering attractive returns in a responsible and
sustainable way, while strategically investing for growth. Joint
ventures, cross-selling and white-labelling are other growth
opportunities. Examples in 2019 include exciting strategic
partnerships with leading market players — Banco do Brasil in
Brazil and Sumitomo Mitsui Trust in Japan. These are just some
of the opportunities across our businesses that we are focused
on. There are many others that you can read about in the pages
of our annual report.
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Annual Report 2019
Letter to shareholders

What are your priorities for 2020-2022?

We aim to drive higher and superior returns by growing each of
our businesses and leveraging our unique, integrated and
complementary business portfolio and geographic footprint. We
have defined a number of priorities to help us achieve this in
2020-2022.

In Global Wealth Management, we will execute on several
initiatives designed to accelerate our growth and elevate the
quality and value of the service we deliver to our clients.

Our Investment Bank is well positioned to respond to
changing market conditions and client needs and to better
leverage our capabilities, including the technology investments
we have made over the years.

Our Asset Management business will continue to build on its
differentiated client offering for further growth, performance
and scale.

In our Personal & Corporate Banking business in Switzerland,
we will drive profitable growth through digital initiatives,
services and efficiency gains.

Our business divisions are competitive in those fields that
matter most to our clients, but they would not be as successful
on a stand-alone basis. Therefore, a key priority is further
embedding our one-firm approach across the Group. While we
have successfully delivered our integrated business model for the
benefit of many clients and shareholders, we can do more. We
also remain committed to improving efficiency and productivity
in 2020, keeping operating costs flat, while growing revenues
and funding USD 1 billion in investments to meet regulatory
requirements and improve efficiency. Continued investments in
technology, platforms and risk management systems are crucial
for growing our franchise, generating attractive returns in the
future and improving client experience.

What are you doing to make sure UBS remains the most
relevant global wealth manager?

Client needs are constantly evolving, and the pace of change is
faster than ever. What has not and will not change is clients’
need for high-quality advice. This is where UBS excels and what
makes our value proposition durable. We provide customized,
nuanced, and personalized advice that helps our clients meet
their individual financial goals, while improving their lives and
generating impact that matters. Clients are increasingly looking
to partner with a firm that creates value for society as a whole
and helps them invest in areas and ideas that matter most to
them. Our millennial clients are a good example of this. Many
are restructuring their portfolios and using our advisory and
product capabilities to do well financially while also doing good
for the world around us. Technology plays another key part in
this endeavor, helping us to deliver even more for our clients,
empower our client-facing staff, including advisors, and make
our infrastructure more agile and versatile and, as a result,
increase productivity and quality of service.

What is UBS doing to provide sustainable finance
opportunities for clients?

Sustainable finance has long been a firm-wide priority. The Dow
Jones Sustainability Index, the most widely recognized

sustainability ranking, recognized UBS as the industry leader for
the fifth year running. This demonstrates our commitment to the
growing demand for sustainable finance services and products
across client segments. A key indicator is the development of
our core sustainable investing assets, which have more than
doubled in just two years, from 5.6% of total invested assets in
2017 to 13.5% in 2019. Our multi-asset sustainable investing
solutions were our fastest-growing mandate offering, reaching
over USD 9 billion in invested assets. We aim to create
sustainable finance products and services firm wide that help
clients channel capital to support the United Nations Sustainable
Development Goals (the SDGs). We also offer advice from
philanthropy experts to assist clients in making a meaningful and
measurable difference for their chosen philanthropic causes.

How are you using technology to help drive value for
clients and shareholders?

We invest in technology to improve our client service and client
experience, as well as to improve the efficiency and scalability of
our businesses. Technology affects every element of our value
chain — from the way we communicate with, serve and advise
our clients to how we manage risks and run our back office. This
is why we invest over 10% of revenues per year in technology,
which was around USD 3.5 billion in 2019. Last year we
decommissioned over 400 legacy applications and deployed
1,100 robots across our organization. In our Swiss Personal &
Corporate Banking business, for example, two-thirds of our
clients interact with us through our digital banking facilities. In
our corporate business, this number is even higher with almost
80% using our digital banking. These clients are more satisfied
and, as a result, do more business with us. Data analytics allows
client advisors to analyze data more efficiently and provide
better, more timely advice. We are also using machine learning
and artificial intelligence-powered engines to automate more
complex tasks and allow for better and faster decision-making.

What kind of capital returns can we expect if you
successfully execute on your strategy and priorities?

We continue to focus on sustainable performance. We hold
ourselves accountable for delivering our targets by executing on
our proven strategy in a disciplined manner, and avoiding
opportunistic measures for the sake of short-term gain. We
invest for the long term and aim to do the right thing for clients
and the long-term health of the business. Over the next three
years, our aim is to deliver at the upper end of our target range
of between 12% and 15% reported return on CET1 capital, as
announced in January 2020. Our goal is to balance revenue
growth with both cost and capital efficiency.

Going forward, we intend to grow our dividend per share by
USD 1 cent per year. This will give us greater capacity to return
more capital through share repurchases. We expect to
repurchase around USD 450 million worth of shares in the first
half of 2020, completing our current CHF 2 billion repurchase
program, and will assess our future repurchase plans in the
second half of 2020.
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What is UBS doing to develop the talent and leaders of
tomorrow?

Our success relies on our long-standing commitment to investing
in our employees at every career stage. We are widely
recognized as an employer of choice and a great place to build a
career. We believe the right strategy and a culture of ethical
behavior and accountability drive strong performance. The three
keys to success — our Pillars, Principles and Behaviors — embody
the foundation of our strategy and culture. They define what we
stand for as a firm and as individuals, while also defining the
way we think, work and act at UBS. Our in-house UBS University
updated its curriculum to emphasize future-skills development
and personal growth for all employees, with a new digital skills
syllabus that builds knowledge about topics such as blockchain,
cloud computing, robotics and artificial intelligence.
Furthermore, we revamped our leadership development offering
to ensure our leaders have the skills they need to develop their
businesses and their people, and to lead effectively in the digital
transformation age. Finally, we foster a diverse and inclusive
culture across the firm to drive sustainable growth and
innovation, deliver the best of UBS to clients, and build a better
place to work.

What is UBS doing to benefit stakeholders and society at
large?

We believe that by keeping a healthy balance between the
expectations of our most important stakeholder groups — clients,
employees and investors — we are also creating value for society.
Delivering tailored advice, top quality solutions and disciplined
execution, while also addressing strategic opportunities, further
improving the working environment and facilitating economic
development that is sustainable for the planet and humanity —
these actions are at the heart of our strategy. In 2019, we
demonstrated this commitment by becoming a founding
signatory of the United Nations Principles for Responsible
Banking, a comprehensive framework for the integration of
sustainability into banks’ business strategies. Our annual report
contains a dedicated section on how we create value for all our
stakeholders.

What are you doing to support the transition to a low-
carbon economy?

We have been executing on our comprehensive climate strategy
for many years. In 2019, our total core sustainable investments
increased significantly to USD 488 billion from USD 313 billion in
2018, while, as part of this, our climate-related sustainable
investments increased to USD 108 billion. This includes our
recently launched and award-winning Climate Aware strategy,
which reached over USD 3 billion in invested assets. To protect
our own and our clients’ assets from climate-related risks, our
exposure to carbon-related assets on our balance sheet
continues to be low, at 0.8% or USD 1.9 billion as at the end of
2019, down from 1.6% at the end of 2018 and 2.8% at the
end of 2017. Our goal is to be the financial partner of choice for

clients who want to mobilize capital toward climate action and
the Paris Agreement. For the World Economic Forum annual
meeting in 2020, our white paper focused on climate action and
the ways in which investors can mobilize private and institutional
capital toward the orderly transition to a low-carbon economy.

How does UBS play a role and give back in the
communities in which it operates?

We strive to use our skills to help communities grow and thrive.
We recognize that our long-term success depends on the health
and prosperity of the communities in which we operate. Our
firm-wide UBS in society program covers all of the activities and
capabilities related to sustainable finance, including sustainable
investing, philanthropy, environmental, climate and human
rights policies governing client and supplier relationships, our
environmental footprint, human resources, and community
investment. For example, we seek to tackle societal disadvantage
through  long-term  investments in  education  and
entrepreneurship, such as the Quality Education India
Development Impact Bond. We provide strategic financial
commitments and offer targeted employee volunteering to drive
positive change. Directing these efforts toward skills-based
volunteering, we aim to tackle local social issues in the most
powerful and effective way. In 2019, 38% of our global
workforce volunteered, with 48% of the hours being skills
based.

You have announced that Ralph Hamers will be appointed
Group Chief Executive Officer as of 1 November 2020. Can

you explain your choice?

The Board made the decision to appoint Ralph Hamers as
successor of Group CEO Sergio P. Ermotti following a thorough
and rigorous selection process, reflecting the firm’s commitment
to strong corporate governance. Ralph is a proven leader in
banking and a strong cultural fit for UBS. Under his leadership,
ING Group has implemented a fundamental shift in its operating
model and is now considered one of the best examples of digital
innovation in the banking sector. Ralph is a charismatic executive
with the experience and personality to write UBS’s next chapter.

Thank you for your ongoing support. We look forward to your
feedback and to welcoming you to this year’s Annual General

Meeting on 29 April.

Yours sincerely,

S| s

Axel A. Weber
Chairman of the
Board of Directors

Sergio P. Ermotti
Group Chief Executive Officer
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#TOGETHERBAND champions the 17 United
Nations Sustainable Development Goals for

a sustainable future. UBS is proud to join forces
with sustainable fashion brand BOTTLETOP

on the mission to raise awareness of and support
for the 17 UN Sustainable Development Goals.

Find out more and buy a band
ubs.com/togetherband
@togetherbandofficial

Corporate information

UBS Group AG is incorporated and domiciled in Switzerland and operates
under Art. 620ff. of the Swiss Code of Obligations as an Aktiengesellschaft, a
corporation limited by shares. Its registered office is at Bahnhofstrasse 45,
CH-8001 Zurich, Switzerland, telephone +41-44-234 11 11, and its corporate
identification number is CHE-395.345.924. UBS Group AG was incorporated
on 10 June 2014 and was established in 2014 as the holding company of the
UBS Group. UBS Group AG shares are listed on the SIX Swiss Exchange and

UBS AG is incorporated and domiciled in Switzerland and operates under
Art. 620ff. of the Swiss Code of Obligations as an Aktiengesellschaft, a
corporation limited by shares. The addresses and telephone numbers of the
two registered offices of UBS AG are: Bahnhofstrasse 45, CH-8001 Zurich,
Switzerland, telephone +41-44-234 11 11; and Aeschenvorstadt 1, CH-4051
Basel, Switzerland, telephone +41-61-288 50 50. The corporate identification
number is CHE-101.329.561. UBS AG is a bank. The company was formed on

on the New York Stock Exchange (ISIN: CH0244767585; CUSIP: H42097107).
UBS Group AG owns 100% of the outstanding shares in UBS AG.

Contacts

29 June 1998, when Union Bank of Switzerland (founded in 1862) and
Swiss Bank Corporation (founded in 1872) merged to form UBS AG.

Switchboards
For all general inquiries.
www.ubs.com/contact

Zurich +41-44-234 1111
London +44-207-567 8000
New York +1-212-821 3000
Hong Kong +852-2971 8888
Singapore +65-6495 8000

Investor Relations

UBS's Investor Relations team supports
institutional, professional and retail
investors from our offices in Zurich,
New York and Krakow.

UBS Group AG, Investor Relations
P.O. Box, CH-8098 Zurich, Switzerland

www.ubs.com/investors

Zurich +41-44-234 4100
New York +1-212-882 5734

Corporate calendar UBS Group AG

Media Relations

UBS’s Media Relations team supports
global media and journalists from
offices in Zurich, London, New York
and Hong Kong.

www.ubs.com/media

Zurich +41-44-234 8500
mediarelations@ubs.com

London +44-20-7567 4714
ubs-media-relations@ubs.com

New York +1-212-882 5858
mediarelations@ubs.com

Hong Kong +852-2971 8200
sh-mediarelations-ap@ubs.com

Office of the Group Company Secretary
The Group Company Secretary receives
inquiries on compensation and related
issues addressed to members of the

Board of Directors.

UBS Group AG, Office of the
Group Company Secretary
P.O. Box, CH-8098 Zurich, Switzerland

sh-company-secretary@ubs.com

+41-44-235 6652

Imprint

Shareholder Services

UBS's Shareholder Services team, a unit
of the Group Company Secretary office, is
responsible for the registration of

UBS Group AG registered shares.

UBS Group AG, Shareholder Services
P.O. Box, CH-8098 Zurich, Switzerland

sh-shareholder-services@ubs.com
Hotline +41-44-235 6652

US Transfer Agent
For global registered share-related
inquiries in the US.

Computershare Trust Company NA
P.O. Box 505000
Louisville, KY 40233-5000, USA

Shareholder online inquiries:
https://www-us.computershare.com/
investor/Contact

Shareholder website:
www.computershare.com/investor

Calls from the US
+1-866-305-9566
Calls from outside the US
+1-781-575-2623
TDD for hearing impaired
+1-800-231-5469
TDD foreign shareholders
+1-201-680-6610

Publication of the first quarter 2020 report:
Annual General Meeting 2020:

Publication of the second quarter 2020 report:

Publication of the third quarter 2020 report:

Corporate calendar UBS AG

Tuesday, 28 April 2020
Wednesday, 29 April 2020
Tuesday, 21 July 2020
Tuesday, 20 October 2020

Language: English

Publisher: UBS Group AG, Zurich, Switzerland | www.ubs.com

© UBS 2020. The key symbol and UBS are among the registered and

unregistered trademarks of UBS. All rights reserved.

Publication of the first quarter 2020 report:

Publication of the second quarter 2020 report:

Publication of the third quarter 2020 report:

Monday, 4 May 2020
Friday, 24 July 2020
Friday, 23 October 2020

Additional publication dates of quarterly and annual reports
will be made available as part of the corporate calendar of UBS AG at

www.ubs.com/investors.
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Annual Report 2019

Our key figures

As of or for the year ended
USD million, except where indicated 31.12.19 31.12.18 31.12.17

Group results

Net profit / (loss) attributable to shareholders 4,304 4,516
Diluted eamnings per share (USD)' 1.14 1.18
Profitability and growth?

Net profit growth (%) 4.7) 366.0 (71.1)
Resources

Equity attributable to shareholders
Common equity tier 1 capital®

Tangible book value per share (CHF)’ 12.87 12.33 12.03

1 Refer to “Note 9 Earnings per share (EPS) and shares outstanding” in the " Consolidated financial statements” section of this report for more information. 2 Refer to the “Performance targets and measurement”
section of this report for more information about our performance targets. 3 Based on the Swiss systemically relevant bank framework as of 1 January 2020. Refer to the “Capital management” section of this
report for more information. 4 Refer to the “Balance sheet, liquidity and funding management” section of this report for more information. 5 Includes invested assets for Global Wealth Management, Asset
Management and Personal & Corporate Banking. 6 Personnel (full-time equivalents) as of 31 December 2019 has been amended compared with our fourth quarter 2019 report, resulting in a decrease of 61.
7 Refer to "UBS shares” in the “Capital management” section of this report for more information.

Alternative performance measures

An alternative performance measure (APM) is a financial measure of historical or future financial performance, financial position
or cash flows other than a financial measure defined or specified in the applicable recognized accounting standards or in other
applicable regulations. We report a number of APMs, including adjusted results, in the discussion of the financial and operating
performance of the Group, our business divisions and our Corporate Center. We use APMs to provide a fuller picture of our
operating performance and to reflect management’s view of the fundamental drivers of our business results. A definition of each
APM, the method used to calculate it and the information content are presented in the appendix under “Alternative performance
measures.” Our APMs may qualify as non-GAAP measures as defined by SEC regulations.
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Terms used in this report, unless the context requires otherwise

UBS Group AG and its consolidated subsidiaries

UBS AG and its consolidated subsidiaries

UBS Group AG on a standalone basis

UBS AG on a standalone basis

UBS Switzerland AG on a standalone basis

UBS Europe SE and its consolidated subsidiaries

UBS Americas Holding LLC and its consolidated subsidiaries

In this report, unless the context requires otherwise, references to any gender shall apply to all genders.
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Our Board of Directors

1. Axel A. Weber

Chairman of the Board of Directors/Chairperson
of the Corporate Culture and Responsibility
Committee/Chairperson of the Governance and
Nominating Committee

2. Robert W. Scully

Member of the Risk Committee

3. Jeanette Wong
Member of the Audit Committee

4. Dieter Wemmer

Member of the Audit Committee/member of the
Compensation Committee

5. Isabelle Romy

Member of the Audit Committee/member of the
Governance and Nominating Committee

6. David Sidwell

Senior Independent Director/Chairperson of the
Risk Committee/member of the Governance and
Nominating Committee

7. Fred Hu

Member of the Compensation Committee

8. Jeremy Anderson

Chairperson of the Audit Committee/member
of the Corporate Culture and Responsibility
Committee/member of the Governance and
Nominating Committee

9. Julie G. Richardson

Chairperson of the Compensation Committee/
member of the Governance and Nominating
Committee/member of the Risk Committee

10. William C. Dudley

Member of the Corporate Culture and
Responsibility Committee/ member of the Risk
Committee

11. Beatrice Weder di Mauro

Member of the Audit Committee/member of the
Corporate Culture and Responsibility Committee

12. Reto Francioni

Member of the Compensation Committee/member
of the Risk Committee
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The Board of Directors (BoD) of UBS Group AG, under the
leadership of the Chairman, consists of between 6 to 12 members
as per our Articles of Association. The BoD decides on the strategy
of the Group upon recommendation by the Group Chief Executive
Officer (Group CEO) and is responsible for the overall direction,
supervision and control of the Group and its management, as well
as for supervising compliance with applicable laws, rules and
regulations. The BoD exercises oversight over UBS Group AG and
its subsidiaries and is responsible for establishing a clear Group
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governance framework to provide effective steering and
supervision of the Group, taking into account the material risks to
which UBS Group AG and its subsidiaries are exposed. The BoD
has ultimate responsibility for the success of the Group and for
delivering sustainable shareholder value within a framework of
prudent and effective controls, approves all financial statements
for issue and appoints and removes all Group Executive Board
(GEB) members.
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Our Group Executive Board

12

UBS Group AG operates under a strict dual board structure, as mandated by Swiss

banking law, and therefore the BoD delegates the management of the business to the

GEB. Under the leadership of the Group CEO, the GEB is comprised of 13 members and

has executive management responsibility for the steering of the Group and its business. It

assumes overall responsibility for developing and implementing the strategies of the

Group, business divisions and Group functions, as approved by the BoD.

—» Refer to “Board of Directors” and “Group Executive Board” in the “Corporate

governance” section of this report or to www.ubs.com/bod and www.ubs.com/geb for
the full biographies of our BoD and GEB members
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1. Sergio P. Ermotti
Group Chief Executive Officer

] 2. Christian Bluhm
Group Chief Risk Officer

|
|
. 1
.

3. Markus U. Diethelm

Group General Counsel

4. Igbal Khan
Co-President Global Wealth Management

5. Tom Naratil

Co-President Global Wealth Management and
President UBS Americas

6. Edmund Koh
President UBS Asia Pacific

7. Kirt Gardner
Group Chief Financial Officer

8. Suni Harford

President Asset Management

9. Markus Ronner

Group Chief Compliance and Governance Officer

10. Sabine Keller-Busse

Group Chief Operating Officer and
President UBS Europe, Middle East and Africa

11. Robert Karofsky

Co-President Investment Bank

12. Axel P. Lehmann

President Personal & Corporate Banking and
President UBS Switzerland

13. Piero Novelli

Co-President Investment Bank




Our evolution

Since our origins in the mid-19th century, many financial
institutions have become part of the history of our firm and have
helped to shape its development. 1998 was a major turning
point for the firm, when two of the then three largest banks in
Switzerland, Union Bank of Switzerland and Swiss Bank
Corporation (SBC), merged to form today’s UBS. At the time of
the merger, both banks were already well established and
successful in their own right. Union Bank of Switzerland had
grown organically to become the largest Swiss bank. In contrast,
SBC had grown mainly through a combination of strategic
partnerships and acquisitions, including S.G. Warburg in 1995.

In 2000, we acquired PaineWebber, a US brokerage and asset
management firm whose roots went back to 1879, establishing
us as a significant player in the US. Over the past half century,
we have also built a strong presence in the Asia Pacific region,
where we are the largest wealth manager (measured by invested
assets), a top-tier investment bank and an established player in
asset management.

The most recent changes

During the financial crisis of 2008, we incurred significant
losses. In 2011, we initiated a strategic transformation of our
firm toward a business model that focused on our core
businesses of wealth management and personal and corporate
banking in Switzerland. We sought to revert to our roots,
emphasizing a client-centric model that requires less risk-taking
and capital, and have successfully completed this transformation.

Today, we are a global financial services firm, consisting of
the largest truly global wealth manager, a leading personal and
corporate banking business in Switzerland, a global asset
manager and a focused investment bank.

The chart on the next page provides an overview of our
principal legal entities and reflects our legal entity structure.

_» Refer to www.ubs.com/history for more information

2014 2015

to our legal entity structure _g

In 2014, we began adapting our legal entity structure to

improve the resolvability of the Group in response to too big O
to fail requirements in Switzerland and recovery and resolution n HHP
regulation in other countries in which the Group operates. nllnrr
rjjrer |
We continue to consider further changes to the Group’s Holding company UBS structure
legal structure in response to regulatory requirements and
other external developments. Such changes may include
further consolidation of operating subsidiaries in the EU and
adjustments to the booking entity or location of products e UBS Group AG became the holding e We transferred our personal and
and services. company of the Group. corporate banking and wealth

- Refer to the “Risk factors” section of this report for
more information

- Refer to the “Regulatory and legal developments”
section of this report for more information

management businesses booked in
Switzerland from UBS AG to the newly
established UBS Switzerland AG.

e UBS Business Solutions AG, a direct
subsidiary of UBS Group AG,
was established as the Group’s service
company.
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The legal structure of the UBS Group as of 28 February 2020

UBS Group AG consolidated

B UBS Group AG
100%

UBS AG consolidated

Switzerland AG

M UBS M UBS Americas
Holding LLC

W UBS AG
100%
Il UBS Europe SE' UBS Asset Other significant
Management AG non-US subsidiaries??

UBS Americas Inc.

100%

UBS Bank USA

UBS Business
Solutions US LLC

UBS Financial
Services Inc.

UBS Securities LLC* Other significant

US subsidiaries®

UBS Business
Solutions AG

I Holding company and significant requlated subsidiaries and sub-groups subject to disclosure in UBS Group AG annual and quarterly reporting.

1 UBS Limited was merged into UBS Europe SE effective 1 March 2019. 2 Other significant non-US subsidiaries are generally held either directly by UBS AG or indirectly through UBS Switzerland AG or UBS Asset
Management AG. 3 Refer to “Note 31 Interests in subsidiaries and other entities” in the “Consolidated financial statements” section of this report for more information on UBS's subsidiaries, including individually
significant subsidiaries and sub-groups. 4 99% directly held by UBS Americas Inc. and 1% held by UBS Americas Holding LLC. 5 Other significant US subsidiaries are generally held either directly by UBS Americas Inc.

or indirectly through UBS Financial Services Inc.

2016

2017

2019

UBS structure

* UBS Americas Holding LLC was
designated as our intermediate holding
company for our US subsidiaries.

¢ \Wealth management subsidiaries in
various European countries were merged
into UBS Europe SE.

® The majority of Asset Management's
operating subsidiaries were transferred
to UBS Asset Management AG.

¢ UBS Group Funding (Switzerland) AG
was established as a wholly owned direct
subsidiary to issue loss-absorbing AT1
capital instruments and TLAC-eligible
senior unsecured debt, guaranteed by
UBS Group AG.

UBS Business Solutions

e Shared services functions in Switzerland
and the UK were transferred from
UBS AG to UBS Business Solutions AG.

e We completed the transfer of shared
services functions in the US to our US
service company, UBS Business Solutions
US LLC, a wholly owned subsidiary of
UBS Americas Holding LLC.

UBS Europe SE

;QC UBS Group Funding

(Switzerland) AG

e Merger of UBS Limited, our UK-
headquartered subsidiary, into
UBS Europe SE, our Germany-
headquartered European subsidiary.

¢ We transferred our outstanding
loss-absorbing AT1 capital instruments
and TLAC-eligible senior unsecured
debt from UBS Group Funding
(Switzerland) AG to UBS Group AG
as the issuer.
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Our strategy, business model and environment
Our strategy

Our strateqy

We aim to drive higher and superior returns by growing and
leveraging our unique, integrated and complementary business
portfolio and geographic footprint.

UBS is the largest truly global wealth manager and a leading
personal and corporate bank in Switzerland, with focused
investment bank and asset management divisions. We
concentrate on capital-efficient businesses in our targeted
markets, where we have a strong competitive position and an
attractive long-term growth or profitability outlook. We view
capital strength as the foundation of our strategy.

In delivering all of UBS as one firm to our clients, we intend
to: strengthen our leading client franchises and grow share;
position UBS for growth by expanding our services and
capabilities; drive greater efficiencies and scale; and further
intensify collaboration for the benefit of our clients.

Driving increasing returns

We manage UBS for the long term, focusing on sustainable
profit growth and responsible resource deployment. We aim to
balance growth opportunities with cost and capital efficiency in
order to drive attractive risk-adjusted returns and sustainable
performance.

For the years 2020-2022, we have seven strategic priorities,
which are outlined below.

Priority | We aim to increase profit before tax in our Global
Wealth Management business by 10-15% and drive higher pre-
tax margins by elevating our leading franchise. We are adjusting
our coverage across the client spectrum to deliver more tailored
services and solutions. We are reorganizing ourselves to be
closer to clients, in order to increase time spent with them,
empowering regions, improving our responsiveness and speed
to market, as well as delivering on all of the firm’s capabilities
through expanded strategic partnerships with the Investment
Bank and Asset Management. Furthermore, we are expanding
our product offering while becoming more efficient, leveraging
scale through partnerships and optimizing processes to increase
productivity.

Priority Il In our Investment Bank, we intend to improve
returns by driving profitable growth, by further optimizing
resources and through collaboration. We will maintain our
capital-light business model that is focused on advice and
execution and leverages our digital capabilities. Together with
our other business divisions and through external partnerships,
we aim to deliver market-leading digital, research and banking
capabilities to our clients, while consuming up to one-third of
Group resources.

Priority Ill In Asset Management, we intend to capitalize on
our differentiated client offering for further growth,

performance and scale. We plan to build on our strengths in
fast-growing areas of the industry, such as sustainable investing,
private markets and alternatives.

Priority IV Personal & Corporate Banking aims to deliver
steady profit growth by enhancing its digital initiatives and
services, while improving efficiency. By expanding our leading
position in digital services in Switzerland, along with broadening
our advisory solutions and product offering, we expect to
increase profits despite the current negative interest rate
environment.

Priority V We want to deliver more as one firm to our clients.
The collaboration between our business divisions is critical to the
success of our strategy and is a source of competitive advantage.
This collaboration also provides further revenue growth potential
and enables us to better meet client needs; for example, in the
ultra high net worth and Global Family Office space.

Another area where collaboration between our business
divisions can bring more value to clients is in sustainable finance.
As the largest truly global wealth manager, we have a
responsibility to take a leading role in shaping a positive future,
and our goal is to be the financial provider of choice for clients
who wish to mobilize capital toward the achievement of specific
environmental or social outcomes. We are shaping the
landscape of sustainable finance by using thought leadership,
innovation and partnerships to support clients in their
sustainability efforts.

—» Refer to “Society” and “Our focus on ESG” in the “How we
create value for our stakeholders” section of this report for
more information about our engagement and leadership in
sustainability matters

Priority VI We aim to drive improvements in firm-wide
efficiency to fund growth and enhance returns. We believe
continued optimization of processes, platforms, our organization
and capital resources will help us to achieve this.

We will continue to invest in technology with the goal of
improving efficiency and effectiveness, driving growth and
better serving our clients.

We also intend to realize the benefits of existing external
partnerships and to explore selected new opportunities.

Priority VIl We plan to maintain an attractive capital return
profile through dividends and share repurchases. Our capital
strength and capital-accretive business model allows us to grow
our business while delivering attractive capital returns to our
shareholders.

We aim to increase our ordinary dividend per share by
USD 0.01 each year, and to return excess capital through share
repurchases. We consider business conditions and any
idiosyncratic developments when determining excess capital
available for share repurchases.
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Performance targets and measurement

Targets and capital guidance

In January 2020, we updated and simplified our performance
target framework. We reduced the number of targets to
concentrate primarily on the Group rather than our business
divisions, underlining our focus on cross-divisional collaboration.
Our targets are underpinned by the latest three-year strategic
plan, which reflects our strategic initiatives, management
actions, as well as certain economic and market assumptions.
The return and efficiency targets have been revised to reflect
changes in  the market outlook since the previously
communicated targets were set in October 2018.

Targets and capital guidance 2020-2022
(on a reported basis)

The table below shows the performance targets and capital
guidance for the 2020-2022 period. Our updated performance
targets are based on reported results. From the first quarter of
2020, we will no longer disclose adjusted results in our financial
reports. We will continue to provide disclosure of restructuring
and litigation expenses as well as other material profit or loss
items that management believes are not representative of
underlying business performance in our management's
discussion and analysis.

Performance against targets is taken into account when
determining variable compensation.

_» Refer to “Performance and compensation at a glance” in the
"Compensation” section of this report for more information
about variable compensation

— Refer to “Alternative performance measures” in the appendix
to this report for definitions of and further information about
our performance measures

Group
returns

12-15% return on CET1 capital (RoCET1)

Cost
efficiency

Positive operating leverage and 75-78% cost / income ratio

10-15% profit before tax growth in Global Wealth Management

Capital
allocation

Up to 4 of Group RWA and LRD in the Investment Bank

~13% CET1 capital ratio
~3.7% CET1 leverage ratio

Capital
guidance

Growth I
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Our strategy, business model and environment
Our businesses

Our businesses

Working in partnership

We operate through four business divisions — Global Wealth
Management, Personal & Corporate Banking, Asset
Management and the Investment Bank. Our global reach and the
breadth of our expertise are major assets that set us apart from
our competitors. We see partnership as key to our growth, both
within and between business divisions. We are at our best when
we combine our strengths to provide our clients with more

How we deliver the whole firm to our clients — examples

comprehensive and better solutions through, for example, the
creation of a unified capital markets group across Global Wealth
Management and the Investment Bank, and a Global Family
Office joint venture.

Combining our strengths makes us a better firm. Initiatives
such as the Group Franchise Awards encourage employees to
look for ways to build bridges between areas and offer the
whole firm to our clients.

@ Wealth Management
# Platform

Outside the US, Global Wealth Management

continues to migrate to one operating ESTLAALALEN
platform, which has been built on our Swiss IT :
platform. Our clients benefit from a broader
universe of products and services, simplified
onboarding, and a better banking experience
through an intuitive digital platform with
leading-edge advice capabilities across all
channels. The same interface is shared

Global Wealth
Management

@ Separately managed
accounts in the Americas
In the US, we have combined the portfolio
management and related execution resources
from across Global Wealth Management
and Asset Management within Asset
Management. Alongside this, in January 2020
we introduced an industry-leading approach
enabling Global Wealth Management clients
to access separately managed accounts
in the Americas at no incremental fee. This

by Personal & Corporate Banking clients in
Switzerland and Global Wealth Management
clients outside the US. In the US, the Wealth
Management Americas Platform is improving
advisor productivity by leveraging a newly
created advisory utility.

— Client shifts
and referrals

Personal & Corporate Banking generates client
shifts and referrals to other business divisions.
For example, personal banking clients are
shifted to Global Wealth Management, and
corporate and institutional segment clients

are referred to Asset Management for pension
fund solutions or the Investment Bank for
capital market and corporate transactions.

@ Global Family
L®

Office
Our Global Family Office unit brings together
the capabilities of Global Wealth Management,
Asset Management and the Investment Bank

to leverage growth and efficiency opportunities.
It provides customized, institutional-style services

to wealthy families and individuals seeking
access to, or advice on, capital market activities.

Asset
Management

Personal &
Corporate Banking

Investment
Bank

transformative move allows our financial
advisors to focus on delivering the best ideas,
solutions and capabilities to our clients —
regardless of where they originate in the firm —
and positions UBS as an industry leader.

@ Unified capital

markets group
We have created a strategic partnership
between Global Wealth Management and the
Investment Bank that is focused on spurring
growth — in our ultra high net worth, middle
market institutions and public finance
businesses — and identifying synergies across
the supporting infrastructure. This important
initiative includes a unified capital markets
team, integrating risk management systems
and the simplification of our regional operating
structure.
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Global Wealth Management

We are the largest truly global wealth manager, with USD 2.6
trillion in invested assets. Our goal is to provide tailored advice
and solutions to private clients and family offices.

Since the combination of Wealth Management and Wealth
Management Americas in 2018, we have continued to deliver
comprehensive  services to clients, capture operational
efficiencies, and invest in our business. More than 22,000
Global Wealth Management employees assist our clients with
achieving their goals. Our presence in the ultra high net worth
segment is particularly strong, and we have access to the
majority of the world’s billionaires.

In Japan, we have entered into a comprehensive strategic
wealth management partnership with Sumitomo Mitsui Trust
Holdings, Inc. (SuMi Trust Holdings). The new joint venture will
combine UBS's wealth management capabilities with SuMi Trust
Holdings' stature as Japan’s largest independent trust bank. SuMi
Trust Holdings offers a range of services, including banking, real
estate, asset and wealth advisory services, and has strong client
access and brand name awareness in Japan.

Global Wealth Management organizational changes

In January 2020, we announced several initiatives designed to
achieve Global Wealth Management’s growth ambitions and to
elevate the quality and value of the service we deliver to our
clients. First, we have reframed our offering around each client’s
needs to deliver more tailored services and solutions. Second, we
have made it easier for advisors to spend more time with clients
and to better understand their needs and preferences, and we
have taken measures to improve our responsiveness and speed
to market. We created three distinct business units in EMEA —
Europe; Central and Eastern Europe; and the Middle East and
Africa — to better capture the diverse opportunities in these
markets. Finally, we intend to deliver all of the firm’s capabilities
through strategic partnerships with the Investment Bank and
Asset Management.

Our focus

We serve high net worth and ultra high net worth individuals,
families and family offices around the world, as well as affluent
clients in selected markets. Through our organizational changes,
we are making our Global Family Office capabilities, which are
provided to ultra high net worth individuals, available to more
clients, targeting coverage of around 1,500 in total.

While we are already a market leader in the ultra high net
worth segment outside the US,” we believe that we can also
become the firm of choice for the wealthiest clients in the US,

many of whom already have a relationship with UBS. Our
globally diversified footprint allows us to capture growth both in
the largest (the US) and the fastest-growing (Asia Pacific) wealth
markets.

We are focusing on increasing mandate and lending
penetration, delivering innovative solutions for our clients (e.g.,
structured solutions, private markets, sustainability and thematic
investing), as well as enhancing our advisors’ productivity by
making operational processes more efficient. Additionally, we
aim to maintain low attrition and to increase our share of clients’
business.

We are investing in our operating platforms and tools to
support our clients and client advisors, in order to better serve
our clients’ needs and improve our efficiency. As of 31
December 2019, approximately 80% of invested assets booked
outside the Americas were on the Wealth Management Platform
as we continue to consolidate our operating platforms there. In
the US, and in collaboration with our third-party software
provider Broadridge, we are building the Wealth Management
Americas Platform, which we expect to become operational in
2021. The development of our platforms is happening alongside
enhancements to our digital capabilities for the benefit of our
clients and advisors.

— Refer to “Clients” in the “"How we create value for our

stakeholders” section of this report for more information about
innovation and digitalization

How we operate

We have a global footprint, with a presence in the world’s
largest and fastest-growing markets and are well positioned to
serve clients with global interests and demands. The US is our
largest market, accounting for more than 50% of our invested
assets. We are the largest wealth manager in Asia Pacific and
the second largest in Latin America in terms of invested assets.’

In Switzerland, we hold a leading market position' and can
deploy the full range of the Group’s products and services across
Personal & Corporate Banking, Asset Management and the
Investment Bank.

Our broad domestic footprint in Europe enables us to provide
locally adapted offerings, and our local offices across Central
Europe, the Middle East and Africa keep us close to our clients.

Through strategic partnerships with the Investment Bank and
Asset Management, we provide clients with broad access to
financing, global capital markets and portfolio solutions.

— Refer to “Working in partnership” in this section for examples

of collaboration between the business divisions

1 Statements of market position for Global Wealth Management are UBS's estimates based on published invested assets and internal estimates.
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Our strategy, business model and environment
Our businesses

Global
Family Office

serves clients globally across the regions

regional

United States Switzerland Europe Asia Pacific
and Canada
Latin America Middle East Central and

and Africa Eastern Europe

business units

As part of our organizational changes, ultra high net worth
client relationships and advisors were integrated into regional
business units to increase speed and proximity to clients. In our
newly established Global Capital Markets team, we combined our
Investment Product Services (IPS) unit and Investment Bank teams
and their respective expertise. The Global Capital Markets team
provides clients with an enhanced offering, faster execution, and
more competitive conditions.

Our main competitors are either large US players that have a
smaller presence outside the US (including Bank of America,
JPMorgan Chase, Morgan Stanley and Wells Fargo) or
geographically diverse firms with a smaller presence in the US
(including BNP Paribas, Credit Suisse, HSBC and Julius Baer). Our
size, geographic presence and diversified client portfolio are
exceptional and would be difficult for other wealth managers to
replicate organically.

What we offer

Our distinctive approach to wealth management is designed to
strengthen engagement with our clients and to help them
pursue what matters most to them.

By operating as a unified business, we aim to offer our clients
the best wealth management solutions, services and expertise
globally. Our experts provide our clients with thought leadership,
investment analysis and formulated investment strategies, as
well as develop and source solutions for them. The Chief
Investment Office (CIO) provides the concise, comprehensive
UBS House View, which identifies and communicates investment
opportunities designed to protect and increase our clients’
wealth over generations. Regional client strategy teams deepen
our understanding of clients’ needs, behaviors and preferences,
enabling us to tailor our offerings to serve them better. Our
product specialists deliver investment solutions, including our
flagship investment mandates, innovative long-term themes and
sustainable investment offerings.

— Refer to “Clients” in the “"How we create value for our

stakeholders” section of this report for more information about
innovation and digitalization
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Clients benefit from our comprehensive set of capabilities and
expertise, including wealth planning, investing, philanthropy,
corporate and banking services, as well as family advisory
services. We also offer considerable expertise across structured,
mortgage and securities-based lending.

We work to improve our offerings and respond to changing
client needs. In 2019, we launched a new line of UBS Manage
offerings in Switzerland. In addition, to meet growing demand,
we expanded the number of exclusive private markets
opportunities for clients. Our sustainable investing solutions
continue to be well received. Currently, invested assets in 100%
sustainable investing solutions and bespoke sustainable investing
solutions have grown to over USD 9 billion. We also broadened
our sustainable investing offering, teaming up with external
partners such as BMO Global Asset Management, Generation
Investment Management and KKR & Co. Inc. to offer clients
innovative  sustainable  development-related  investment
opportunities.

How we serve our clients

We serve our clients through local offices, dedicated advisors
and experienced specialists. We use a mix of digital and non-
digital channels (including marketing campaigns, events,
advertising, publications and digital-only solutions) to help drive
greater awareness of UBS among prospects and reinforce trust-
based relationships between advisors and clients.

How we are organized

Our business division is organized into regional business units:
the US and Canada; Latin America; Europe; Central and Eastern
Europe; the Middle East and Africa; Asia Pacific; and
Switzerland. We also have a business unit for our Global Family
Office clients. Central functions for global capabilities supporting
these business units are the ClO, Global Banking, Global Capital
Markets and the Chief Operating Office. We are governed by
the executive, risk, operating, and asset and liability committees.

For the purpose of this Supplement, this page is referred to as page 70 23
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Our strategy, business model and environment
Our businesses

Personal & Corporate Banking

As a leading personal and corporate bank in Switzerland, we
provide comprehensive financial products and services to private,
corporate and institutional clients. We are among the country’s
foremost players in the private and corporate loan market, with
a substantial lending portfolio. Personal & Corporate Banking is
at the core of our universal bank delivery model in Switzerland.

Our focus

We are a leading personal and corporate bank in Switzerland,
providing a superior client experience and combining technology
with a personal touch.

We have established a strong pipeline of growth initiatives
across our business areas. Effective 1 November 2019, we have
set up a new business area, Digital Platforms & Marketplaces, to
rapidly extend our platform offering for mortgages.

We also aim to improve efficiency by streamlining processes
and introducing new digital self-service tools. For example, we
have rolled out an integrated mortgage workflow for extensions,
which significantly reduces the time it takes to set up a contract.
In addition, we have further optimized our contact center setup,
increased automation of repetitive processes, and launched a
pilot for a digital mailroom that reduces processing time by
digitizing incoming physical mail and documents. Technology
plays a key role in our client-centered operating model and we
aim to expand our digital leadership. Our multi-year
digitalization program enables us to further enhance the client
experience. Thanks to technological solutions, we are able to
offer clients new products and identify new cross-selling
opportunities in a more targeted way.

— Refer to “Clients” in the “How we create value for our

stakeholders” section of this report for more information about
innovation and digitalization

Operationally, we strive for excellence in execution, focusing
on efficiency while improving our service quality and overall
agility. To scale our digital transformation efforts, in 2019 we
opened our second digital factory in Switzerland, which is larger
than our first one. These digital factories are now home to
approximately 1,100 employees across various functions.
Moreover, we introduced an agile academy and quick-launch
formats to drive innovation and attract key talent.

How we operate

While we operate primarily in our home market of Switzerland,
we also provide capabilities to support the growth of the
international business activities of our Swiss corporate and
institutional clients through our local hubs in Frankfurt, New York,
Hong Kong and Singapore. We are the only Swiss bank providing
local banking capabilities abroad to its corporate clients.

In the Corporate & Institutional Clients business, our main
competitors are Credit Suisse, the cantonal banks and globally
active foreign banks. We compete in areas covering basic
banking services, cash management, trade and export finance,
asset servicing, investment advice for institutional clients,
corporate finance and lending, and cash and securities
transactions for banks.

In the Swiss Personal Banking business, our competitors are
Credit Suisse, PostFinance, Raiffeisen, the cantonal banks and
other regional and local Swiss banks. In addition to those
traditional players, we also face competition from international
players entering the Swiss market and neobanks. We compete in
areas such as basic banking, mortgages and foreign exchange,
as well as investment mandates and funds.

What we offer

Our personal banking clients have access to a comprehensive,
life cycle-based offering and convenient digital banking. We
deliver a broad range of basic banking products, from payments
to deposits, cards, online and mobile banking, as well as lending
(predominantly mortgages), investments and retirement services.
The overall service range is complemented by our UBS KeyClub
reward program, which provides clients residing in Switzerland
with exclusive and attractive offers, including those from third-
party partners. In close collaboration with Global Wealth
Management, we offer leading private banking and wealth
management services.

Our corporate and institutional clients benefit from our
financing and investment solutions, particularly access to equity
and debt capital markets, syndicated and structured credit,
private placements, leasing, and traditional financing. Our
transaction banking offers solutions for payment and cash
management services, trade and export finance, as well as
global custody solutions for institutional clients.

We collaborate closely with the Investment Bank to offer
capital market and foreign exchange products, hedging
strategies and trading capabilities, as well as corporate finance
advice. In cooperation with Asset Management, we also provide
fund and portfolio management solutions.

— Refer to “Working in partnership” in this section for examples

of collaboration between the business divisions

How we serve our clients

We are the recognized digital leader, with the highest online
and mobile banking penetration in Switzerland, and continue to
invest in a multi-channel distribution model to further enhance
our leading position.
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We are adapting existing branch formats to suit evolving
client needs by converting some locations to smaller, more agile
branches that serve as digital support hubs and are intended to
ensure a strong local presence along with advice on basic client
needs. We aim to further reshape our physical footprint in an
innovative and client-centric way, particularly by defining future
branch formats with different purposes.

In addition, we continue to provide our expertise to our
clients through our contact center and our digital channels,
offering basic banking services and transactions. Dedicated client
advisors serve personal banking clients who need tailored
solutions.

As part of our sustainability road map, we are substantially
expanding our offerings. Our personal banking and institutional
clients have access to a number of sustainable investment
solutions, and we promote innovative approaches for corporate
banking clients. For example, we issued the first green bond for
a listed company in Switzerland.

For marketing campaigns, we use online media (including
social media and search engine advertising), out-of-home media
(posters and digital billboards) and, very selectively, print, TV,
radio and cinema advertising. In line with our position as a
digital leader in Swiss banking, and because of the channel’s
cost-effectiveness, we follow a digital-first media strategy. More
than 50% of our media spending goes into online channels.

How we are organized

Our business division is organized into Personal Banking,
Corporate & |Institutional Clients, and Digital Platforms &
Marketplaces. Geographically, our business, with its 267
branches, is organized into 10 regions, covering distinct Swiss
economic areas. We are governed by the executive, risk and
operating committees, and operate mainly through UBS
Switzerland AG.
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1The size of the circles on the map reflects the number of branches in each location.
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Our strategy, business model and environment
Our businesses

Asset Management

UBS Asset Management is a large-scale and diversified global
asset manager, with USD 903 billion in invested assets. We offer
investment capabilities and styles across all major traditional and
alternative asset classes, as well as advisory support to
institutions, wholesale intermediaries and Global Wealth
Management clients around the world.

Our focus

Our strategy is focused on capitalizing on the areas where we
have a leading position to drive further profitable growth and
scale.

Sustainable and Impact Investing remains a key area, as
clients increasingly seek solutions that combine their investment
goals with sustainability objectives. We continue the expansion
of our world-class capabilities in areas such as climate-aware
solutions. We do this through: product and service innovation;
dedicated research; integration of environmental, social and
governance factors into our investment processes, leveraging
our proprietary analytics; and active corporate engagement.

In response to the increasing importance of private markets
and alternative investments, we are building on our existing
expertise in these areas, including our hedge fund and real
estate businesses, as well as our capabilities across
infrastructure, private equity and private debt.

We continue to develop our award-winning' Indexed and
Alternative Beta business, including exchange-traded funds
(ETFs) in Asia Pacific, Europe and Switzerland. We provide
customization while leveraging our highly scalable platform,
with a particular focus on key areas such as sustainability and
fixed income products. Since 2016, the Alternative Beta business
has seen growth in invested assets of approximately 85%.

Geographically, we are investing in our leading presence and
products in China, both onshore and offshore, one of the
fastest-growing asset management markets in the world,
building on our extensive and long-standing presence in the Asia
Pacific region.

In the rapidly evolving and attractive wholesale segment, we
aim to significantly expand our market share through a
combination of continued client penetration, expansion of our
strategic partnerships with distributors and the build-out of our
client service offerings.

— Refer to “Clients” in the “How we create value for our

stakeholders” section of this report for more information about
innovation and digitalization

To drive further growth in our Investment Solutions business,
which provides access to and combines the breadth and depth
of our capabilities across public and private markets, we are

focused on delivering superior multi-asset strategies and white-
label solutions to meet the needs of clients around the world.

We also continue to intensify our cross-divisional
collaboration, in particular with Global Wealth Management, to
enable our teams to draw on the best ideas, solutions and
capabilities from across the firm to deliver superior investment
performance and experiences for our clients.

— Refer to “Working in partnership” in this section for examples

of collaboration between the business divisions

To support our growth, we are focused on disciplined
execution of our operational excellence initiatives. This includes
further automation, simplification, process optimization and
offshoring / nearshoring of selected activities, complemented by
a continued modernization of our platform and development of
our analytics and data capabilities.

In January 2020, we announced a number of changes to the
operational setup of our Platforms businesses intended to deliver
greater scale and breadth of offering for our clients and ensure
the ongoing development of these world-class businesses in a
highly competitive marketplace. The changes include the
proposed sale of a majority stake (51.2%) in UBS Fondcenter to
Clearstream, Deutsche Bdrse Group’s post-trade services
provider. The sale is expected to close in the second half of
2020, subject to customary closing conditions. In addition, in
order to fully leverage the expertise and resources within the
wider Group to accelerate the growth of the business, we have
decided to transfer UBS Partner, our highly innovative white-
label technology solution, to the Corporate & Institutional
Clients International business within the Personal & Corporate
Banking business division. UBS Partner will be part of UBS’s “The
Bank for Banks” client offering, and this is an exciting step in
our collaboration efforts across the firm to bring the best of UBS
to our clients.

With these changes, we are making a step change in the
proposition for our clients, who will have seamless access to
expanded platform capabilities, while at the same time enabling
us to sharpen our focus on the execution of our strategic
priorities.

How we operate

We cover the main asset management markets globally, and
have a local presence in four regions: the Americas; Europe, the
Middle East and Africa; Switzerland; and Asia Pacific.

Our main competitors are global firms with wide-ranging
capabilities and distribution channels, such as Amundi,
BlackRock, DWS, Goldman Sachs Asset Management, Invesco,
JPMorgan Asset Management, Morgan Stanley Investment
Management and Schroders, as well as firms with a specific
market or asset class focus.

1 Second largest Europe-based indexed player based on peers’ public reporting (UBS calculation, 3Q19) and ranked fourth largest ETF provider in Europe as of December 2019 (source: ETFGI).

26 For the purpose of this Supplement, this page is referred to as page 73



What we offer

We offer clients a wide range of investment products and
services in different asset classes in the form of segregated,
pooled or advisory mandates, as well as registered investment
funds in various jurisdictions.

Our traditional and alternative capabilities include equities,
fixed income, hedge funds, real estate and private markets, and
indexed and alternative beta strategies (including ETFs), as well
as sustainable and impact investing products and solutions.

Our Investment Solutions business draws on the breadth of
our capabilities to offer: asset allocation and currency investment
strategies across the risk / return spectrum; customized multi-
asset solutions, advisory and fiduciary services; and multi-
manager hedge fund solutions and advisory services.

How we serve our clients

We deliver our investment products and services directly to
institutional clients. High net worth and retail clients are served
through Global Wealth Management, third-party banks and
distributors.

Our teams are based in the key financial markets, bringing
our unique perspectives and global expertise to our clients
around the world. This, in combination with our presence on the
ground, enables our teams to develop long-term relationships
with our clients and a deep understanding of their specific
needs.

How we are organized

Our business division is organized along five areas: Client
Coverage, Investments, Real Estate & Private Markets, Products
and the COO Area. We are based worldwide across four
regions, with nine main hubs: Chicago, Hong Kong, London,
New York, Shanghai, Singapore, Sydney, Tokyo and Zurich.

We are governed by executive, risk and operating
committees, supplemented by business unit-specific committees.

main hubs

covering the full breadth of our
investment insights across the

v
New York Zurich Tokyo
United States Switzerland Japan
Chicago Hong Kong (SAR) Sydney
United States China Australia
London Singapore Shanghai
United Kingdom Singapore China

world to serve our clients
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Our strategy, business model and environment
Our businesses

Investment Bank

The Investment Bank provides a range of services to institutional,
corporate and wealth management clients to help them raise
capital, grow their businesses, invest for growth and manage
risks. We are focused on our traditional strengths in equities,
foreign exchange, research, advisory services and capital
markets, complemented by a targeted rates and credit platform.
We use our powerful research and technology capabilities to
support our clients as they adapt to the evolving market
structures and changes in the regulatory, technological,
economic and competitive landscapes.

We aspire to deliver market-leading solutions to clients, using
our intellectual capital and electronic platforms. We also provide
services to Global Wealth Management, Personal & Corporate
Banking and Asset Management, while managing our
balance sheet, costs, risk-weighted assets and leverage ratio
denominator with discipline.

Our capital-light business model allows the Investment Bank
to deliver digital, research and banking capabilities, consuming
up to one-third of Group resources.

Structural changes in the Investment Bank

In January 2020, we realigned our Investment Bank to meet the
evolving needs of our clients and to further focus resources on
opportunities for profitable growth and digital transformation.
Corporate Client Solutions and Investor Client Services were
renamed Global Banking and Global Markets, respectively.
Global Banking moves to two product verticals (Capital Markets
and Advisory), adopting a global coverage model. Global
Markets combines Equities and Foreign Exchange, Rates and
Credit, and introduces three product verticals (Execution &
Platform, Derivatives & Solutions, and Financing) and three
horizontal functions (Risk & Trading, Distribution and Digital
Transformation). The new Global Markets structure is designed
to facilitate the alignment of business processes and operations
and to reduce inefficiencies and duplication. It further permits a
more holistic understanding of our clients’ cross-product needs
and is designed to foster tighter coordination of client coverage
and distribution. This will allow for improved oversight of key
risks and the allocation of resources. Investment Bank Research
and UBS Evidence Lab Innovations continue to be a critical part
of our advisory and content offering.

The changes are effective 1 January and we will provide
restated prior-period information in advance of our first quarter
2020 results.

Our focus
Our key priority is disciplined growth in the capital-light advisory

and execution businesses, while accelerating our digital
transformation. Global Banking has a global coverage model

and will utilize its deep global industry expertise to meet the
emerging needs of its clients. In Global Markets, we are focused
on clients’ expectation of excellence in execution, financing and
structured solutions.

Our digital strategy is led by our businesses, which harness
technology to deliver superior and differentiated client service and
content. We established the UBS Investment Bank Innovation Lab
to speed up innovation by facilitating proofs of concept. In Global
Markets, the new Digital Transformation horizontal function
facilitates adoption of best-in-class practices around trade idea
generation, liquidity management, pricing tools and risk
management. In Investment Bank Research, we continue to build
UBS Evidence Lab Innovations to concentrate on data-driven
outcomes.

Our balanced global reach gives us attractive options for
growth across various regions. In the Americas, the largest
investment banking fee pool globally, we are focusing on
increasing our market share in our core Global Banking and
Global Markets businesses.

In Asia Pacific, we see opportunities primarily from expected
market internationalization and growth in China. We are
planning to grow by further strengthening Global Banking, both
onshore and offshore. Partnerships between the Investment
Bank’s businesses and the Group, including the creation of a
unified capital markets group, and, externally, joint ventures
such as that with Banco do Brasil, are a key strategic focus.
These initiatives should lead to growth by delivering global
products to each region, leveraging our global connectivity
across borders and sharing and strengthening our best client
relationships.

_» Refer to "Working in partnership” in this section for examples

of collaboration between the business divisions

How we operate

Our geographically balanced business has a global reach, with
a presence in more than 30 countries and principal offices in
the major financial hubs.

Competing firms are active in many of our markets, but our
strategy differentiates us, with its focus on leadership in the
selected areas where we have chosen to compete, and a
business model that leverages talent and technology rather than
balance sheet.

Our main competitors are the major global investment banks,
including Morgan Stanley, Credit Suisse and Goldman Sachs, as
well as corporate investment banks, including Bank of America,
Barclays, Citigroup, BNP Paribas, Deutsche Bank and JPMorgan
Chase. We also compete with boutique investment banks and
fintech firms in certain regions and with regard to certain
products.
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Through strategic partnerships  with  Global Wealth
Management and Asset Management, we provide clients with
broad access to financing, global capital markets and portfolio
solutions.

— Refer to “Working in partnership” in this section for examples

of collaboration between the business divisions

What we offer

Through our Global Banking business, we advise our clients on
strategic business opportunities and help them raise capital to
fund their activities.

Our Global Markets business enables our clients to buy, sell
and finance securities on capital markets across the globe and to
manage their risks and liquidity. Furthermore, in Investment
Bank Research, we offer clients key insights on major financial
markets and securities around the globe. Separately, our team of
experts in UBS Evidence Lab Innovations specializes in creating
insightful data sets on diverse topics for companies of all sizes,
spanning more than 30 countries and 50 sectors. We seek to
develop new products and solutions that are consistent with our
capital-efficient business model. These are typically related to
new technologies or changing market standards.

_» Refer to “Clients” in the “How we create value for our

stakeholders” section of this report for more information about
innovation and digitalization

Since 2005, we have addressed increasing client demand for
sustainable investing by providing thematic and sector research.
We also provide investment solutions through socially
responsible and impact exchange-traded funds and index-linked
notes. In addition, we offer capital-raising and strategic advisory
services globally to companies that make a positive contribution
to climate change mitigation and adaptation.

How we serve our clients

We interact with our clients digitally and in person. In Global
Banking, we leverage our intellectual capital and relationships
to deliver high-quality solutions for our clients. In Global
Markets, we use our execution capabilities, differentiated
research content, bespoke solutions, client franchise model,
and our global platform to expand coverage across a broad set
of institutional and corporate clients. In Investment Bank
Research, we deliver high-quality differentiated research to our
institutional clients using a wide range of methods, including
UBS Neo, our multi-channel platform.

How we are organized

Our business division is organized into the following three units:
Global Banking, Global Markets, and Investment Bank Research
and UBS Evidence Lab Innovations. We are governed by the
executive, operating, risk, and asset and liability committees. Each
business unit is organized globally by product.

" New York

financial
hubs

in all major financial centers

Zurich Shanghai
United States Switzerland China
Chicago Frankfurt Singapore
United States Germany Singapore
London Hong Kong (SAR) Tokyo
United Kingdom China Japan
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Our strategy, business model and environment
Our businesses

Corporate Center

Our Corporate Center provides services to the Group, with a
focus on effectiveness, risk mitigation and efficiency. Corporate
Center also includes the Non-core and Legacy Portfolio unit.

How we are organized

Corporate Center

The major areas within Corporate Center are Group Chief
Operating Officer (Group Technology, Group Corporate Services,
Group Human Resources and Group Operations), Group
Treasury, Group Finance, Group Legal, Group Risk Control,
Group Communications & Branding, Group Compliance,
Regulatory & Governance, UBS in society, and Non-core and
Legacy Portfolio.

Over recent years, we have progressively aligned our support
functions with our business divisions. We operate the Group
with the vast majority of these functions either fully aligned or
shared among business divisions, where they have full
management responsibility. By keeping the activities of the
businesses and support functions close together, we increase
efficiency and create a working environment built on a culture
of accountability and collaboration

The Non-core and Legacy Portfolio, a small residual set of
activities in Group Treasury and certain other function costs
mainly related to deferred tax assets and costs relating to our
legal entity transformation program are retained centrally.

Since our first quarter 2019 report and in compliance with
IFRS 8, Operating Segments, we provide results for total
Corporate Center only and do not separately report Corporate
Center — Services, Group Asset and Liability Management
(Group ALM) and Non-core and Legacy Portfolio. Furthermore,
we have combined Group Treasury operationally with Group
ALM and call this combined function Group Treasury.

_» Refer to the “Significant accounting and financial reporting
changes” section and “Note 1 Summary of significant
accounting policies” in the “Consolidated financial statements”
section of this report for more information about the changes
in the structure of Corporate Center

Group Treasury

Group Treasury manages the structural risk of our balance
sheet, including interest rate risk, structural foreign exchange
risk and collateral risk, as well as the risks associated with our
liquidity and funding portfolios. Group Treasury serves all
business divisions and its risk management is fully integrated
into the Group's risk governance framework.

Non-core and Legacy Portfolio

Non-core and Legacy Portfolio manages legacy positions from

businesses exited by the Investment Bank, following a largely

passive wind-down strategy. It is overseen by a committee

chaired by the Group Chief Risk Officer. The portfolio also

includes positions relating to legal matters arising from

businesses that were transferred to it at the time of its

formation.

> Refer to “Note 21 Provisions and contingent liabilities” in the

“Consolidated financial statements” section of this report for
more information about litigation, regulatory and similar
matters
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Our environment

Current market climate

Global economic developments in 2019

In a year characterized by strong equity markets, ultra-low
volatility and an inflection in interest rates, the pace of the
global economy slowed on a broad basis in 2019. World GDP
grew by 3.1%, which was substantially lower than the 3.7%
growth achieved in 2018 and represents the weakest growth
rate since the financial crisis.

US GDP increased 2.3%, compared with 2.9% in 2018, as
trade tensions between the US and China hindered business
investment and the boost from tax cuts introduced in December
2017 ebbed.

Trade tensions represented an even more serious drag on
growth in the eurozone, which relies more than the US on
global trade, manufacturing output, and business investment.
Growth in the eurozone decreased to 1.2% in 2019, compared
with 1.9% in 2018. Germany's economy expanded by only
0.6%, after a 1.5% increase in the previous year. Outside the
Eurozone, Swiss growth decreased as well, to 0.8%, compared
with 2.8% in 2018.

China’s government attempted to partially offset the effects
of increasing tariffs on its exports to the US by reducing bank
reserve requirements and providing extra fiscal leeway to local
governments. However, this stimulus was limited by concerns
over high leverage in the economy. GDP growth decreased to
around 6.1%, compared with 6.7% in 2018.

In other leading emerging economies, growth slowed or
stabilized at low levels. The economy of India, which until
recently had been one of the world’s fastest-growing major
nations, expanded by 5%, compared with 6.1% in 2018.
Momentum was weakened by the problems of the shadow-
banking sector, which has been reducing the availability of credit
to consumers. The Mexican economy, meanwhile, was roughly
flat after expanding 2% in 2018, and Brazil's growth rate
decreased to 1.1% from 1.3%.

Major central banks were able to keep their accommodating
monetary policies in place in 2019, given that low inflation rates
persisted. Eurozone inflation stayed below the European Central
Bank’s (the ECB) target (of at or below 2%), at around 1.2% for

the year. The ECB cut its deposit rate from negative 0.4% to
negative 0.5%. US inflation was close to the target at 1.8%,
permitting three quarter-point rate cuts over the course of the
year to between 1.5% and 1.75%.

Equity markets rallied, with all major indices advancing. The
MSCI All Country World Index gave a total return of 27% in US
dollars. The S&P 500 index in the US returned 31%, while the
technology-heavy Nasdag Composite gained 37%. China’s CSI
300 was up 41% in local currency terms. Less well-performing
markets included the UK's FTSE 100 and Hong Kong's Hang
Seng, which both returned 17% in local currency terms.

It was also a favorable year for investors holding government
bonds. The yield on 10-year US Treasury bonds fell around
80 basis points to 1.9%. The yield on the German Bund of the
same tenor fell 40 basis points to negative 0.2%.

Economic and market outlook for 2020

We expect continued sub-trend growth in the coming year, and
the global economy to continue expanding at about the same
pace as in 2019. Consumer spending has remained robust in
much of the world, especially in the US, where it is supported by
a vibrant job market. The year ended with news of a “Phase 1"
trade deal between the US and China, along with indications
that tensions between the two powers may lessen. Not only did
the agreement withdraw planned tariff increases and reverse
some existing tariffs, it also moved negotiations forward in other
areas of contention, such as intellectual property protection and
US access to China’s financial services market. While this truce
could be fragile and the US—China rivalry is not about to end
anytime soon, the deal appears to reduce the risks to the global
economy and business investment.

The UK left the European Union on 31 January 2020 and has
entered a transition period in which the UK now faces a race to
conclude talks on a trade deal with the EU ahead of the end of
its transition period on 31 December 2020.

The next major political focus for markets will be the US election
in November, which could generate higher volatility and affect key
US sectors, such as technology, energy, finance and health care.
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Our strategy, business model and environment
Our environment

Against a backdrop of sluggish growth and continued
political risk, we believe central banks will be in no rush to raise
rates. We do not expect the US Federal Reserve to increase rates
in the coming year, barring an unexpected shift in the trajectory
of the economic data. Rates are unlikely to rise again until 2021.
We expect the ECB to cut rates to negative 0.6%, with the Swiss
National Bank maintaining rates at a negative 0.75%.

The outbreak of novel Coronavirus or Covid-19 in China and
its subsequent spread to other countries is likely to increase
investor uncertainty. Although our base economic forecast is
that the outbreak of Covid-19 will be contained and the effect
on full-year economic growth will be relatively limited, the virus
and containment measures are likely to have at least a short-
term adverse effect on economic activity in China and other
affected countries, with a collateral impact on the global

economy. A significant rise in the number of Covid-19
infections, infections in a wide range of countries and regions,
or a prolongation of the outbreak, could increase the adverse
economic effects.

In terms of investing, stocks in most major markets are
trading above historical averages on a price-to-earnings basis. As
a result, we believe equity market returns are more likely to be
driven by earnings growth than by a further expansion of
multiples. Markets should also be supported by continuing
economic growth in 2020. The risk of a recession remains
relatively low. Uncertainty over the effects of the Covid-19
outbreak has substantially increased the macroeconomic risk to
growth and this increased risk has at least partially been
reflected in recent declines in equity markets.
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Industry trends

While our industry was heavily affected by regulatory
developments over the past decade, technology has clearly
emerged as the main driver of change today and is expected to
further affect the competitive landscape as well as our products
and operations going forward. In parallel, our industry is
materially driven by market and macroeconomic conditions.

— Refer to “Current market climate” in this section for information

about global economic growth

Digitalization

Technology is changing the way banks operate and we expect this
to continue, in step with exponential advances in computing
capability, evolving customer needs and digital trends. Investment
in technology is no longer solely considered a means of making
banks more efficient. Today, such investment is the key to keeping
banks flexible and competitive in a digitalized world, and it creates
the opportunity to develop new business models.

By connecting across the financial industry ecosystem through
our innovation labs, digital factories, Future of Finance initiatives,
and project collaborations, we aim to remain at the forefront of
the digital movement to drive client experience as well as
operational excellence. At the heart of our digital journey is the
focus on our clients and their evolving needs. The speed, scale,
security, transparency and precision that new technologies can
offer enable us to create new services and experiences for our
clients.

We also aim to improve operational efficiency by increasing the
range of modernized and modularized applications and
infrastructure in our IT portfolio, as well as by leveraging cloud
technology and a growing number of front-to-back automated
systems and processes. Effective data management and protection
are crucial to us. The generated and curated data from our
applications is protected under our data management framework,
and supports the development of responsible artificial intelligence
for better tailoring our client and employee experience.

Consolidation

In the financial services industry, many regions and businesses are
still highly fragmented. We expect further consolidation, with
ongoing margin pressure, the search for cost efficiencies and
increasing scale advantages resulting from the fixed costs of
technology and regulation being the key drivers. Many banks also
seek increasing exposure and access to regions with attractive
growth profiles, such as Asia and emerging markets, through local
acquisitions or partnerships. Lastly, the increased focus on core
capabilities or geographical footprints and the ongoing
simplification of business models to reduce operational and
compliance risks will result in further disposals of non-core
businesses and assets.

New competitors

Our competitive environment is also evolving. In addition to our
traditional competitors in the asset-gathering businesses, new
entrants are targeting selected components of the value chain.
However, we have not yet seen a fundamental unbundling of
the value chain and client relationships, which might ultimately
result in the disintermediation of banks by new competitors.
Over the longer term, we believe the entry into the financial
services industry of large platform companies could pose a
significant competitive threat, given their strong client franchises
and access to client data. Fintech firms are gaining momentum;
however, they have not materially disrupted our asset-gathering
businesses to date. We see a trend in forging partnerships
between new entrants and incumbent banks, with the latter
acquiring technology from fintech firms, thus gaining an edge
over competitors in terms of technology, cost efficiency, and
service quality.

Regulation

The post-2008 regulatory reform agenda has largely been
completed. While some areas, such as funding in resolution,
must still be fully addressed, and the implementation of certain
standards, such as the finalized Basel Ill capital standard, is
continuing on a national level, the focus is shifting from
regulation to supervision. In parallel, some regulators are
reviewing the efficiency of the new frameworks.

In general, regulatory-driven change continues to consume
substantial resources. In 2020, we expect further consideration
of adjustments to the Swiss too-big-to-fail framework, in
particular focused on additional liquidity requirements for
systemically important banks, and the national implementation
of final Basel Il rules. We expect continued work on resolution-
related reforms, including stress testing, and a sustained focus
on conduct and anti-money laundering. Furthermore, we are
experiencing a surge in sustainability-related policy proposals
targeted at various aspects of financial services across the globe.
We also expect regulatory initiatives to address some of the
more recent challenges that could affect financial stability, such
as shadow banking and digital currencies.

Many of these developments are happening in the context of
increased protectionism, posing challenges to the provision of
cross-border financial services. Further restrictions with regard to
market access into the EU in particular would have a significant
effect on Switzerland as a financial center, affecting also UBS.
Variations in how different countries implement rules, and an
increasing national focus, bring a risk of additional regulatory
fragmentation, which in turn may lead to higher costs for us and
new financial stability risks.
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Our strategy, business model and environment
Our environment

However, we believe the adaptations made to our business
model and our proactive management of regulatory change put
us in a strong position to absorb upcoming changes to the
regulatory environment.

—> Refer to the “Regulatory and legal developments” section of

this report for more information

Wealth creation

In 2018, global wealth overall grew marginally, given a steep
decline in equity market performance in the fourth quarter. This
trend was partially reversed in 2019, as equity markets rallied.
Today, half of global wealth is concentrated in the Americas,
followed by Asia Pacific (with approximately 30%) and the
remainder in Europe, the Middle East and Africa.” By segment,?
approximately half of global wealth is with high net worth
individuals, ultra high net worth individuals hold approximately
30% of global wealth, and the remaining approximately 20% is
within the affluent segment. Over the next four years, global
wealth is expected to grow by 5-10% annually.” Regionally,
wealth creation will likely be driven by Asia Pacific and North
America. The share of the Americas is expected to remain stable
over the next four years at approximately 50% of global wealth,
while the share of Europe, the Middle East and Africa is
expected to further reduce as Asia Pacific grows. In particular,
China’s share of global wealth is expected to grow to around
15% by 2023.

Wealth transfer

Demographic and socioeconomic developments continue to
generate shifts in wealth. By 2030 for example, USD 15.4 trillion
of global wealth is expected to be transferred by individuals with
a net worth of USD 5 million or more, according to a 2019
report by Wealth-X.3 In addition, women now control more
wealth than ever before: UBS's 2019 report titled “The
billionaire effect — Billionaires insights 2019” found that the
number of female billionaires had grown by 46% in five years,
outpacing the growth of male billionaires. We are responding to
the evolving wealth landscape with a framework that addresses
all aspects of our clients’ financial lives, called UBS Wealth Way.
UBS Wealth Way begins with discovery questions and a

1Based on BCG Global Wealth Report 2019.

conversation with clients about what is most important to them.
We help clients organize their financial life along three key
strategies: Liquidity to help provide cash flow for short-term
expenses; Longevity for long-term needs; and Legacy for needs
that go beyond their own and help improve the lives of others, a
key part of wealth transfer planning.

Shift into passive strategies

We note a continuing trend of separation between low-cost,
passive strategies and high-alpha active and alternative
strategies. Passive management is beneficial in an environment
with rising stock markets, such as the equity bull markets of the
last decade. At the same time, central banks’ monetary policies
have kept interest rates at historically low levels, which has had
an effect on bond yields and other asset classes. Investors
searching for longer-term higher alpha than passive strategies
can provide have been diversifying their portfolios into real
assets and alternatives and we expect this trend to continue. We
believe the breadth of UBS Asset Management’s investment
expertise allows us to meet client demands across asset classes
and strategies.

Retirement funding

Over recent years, the pension industry has faced two key
challenges: fundamental demographic shifts, such as aging
populations, and lower expected returns due to all-time low
interest rates.

Beyond structural answers to these challenges, such as the
progressive shift from defined benefit to defined contribution
pensions, we believe pension funds are reassessing their asset
allocation approach. Indeed, many pension funds are now
allocating a higher share of their portfolios to alternative
investments, such as private equity, hedge funds, real estate and
infrastructure, in a search for higher-yielding exposures.

We see this development as positive for UBS, as these funds
will likely need further support to define their investment
strategy and target portfolio allocation. In addition, our private
banking and wealth management clients are expected to need
further financial and retirement planning advice, which we are
able to provide holistically through our wealth planning services.

2 The BCG Global Wealth Report 2019 defines wealth segmentation as follows: wealth of greater than USD 20 million to be classified as ultra high net worth individuals; USD 1-20 million for high net worth

individuals; USD 0.25—1 million for affluent individuals.
3 A Generational Shift: Family Wealth Transfer Report, issued by Wealth-X in 2019.
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How we create value for our stakeholders

Stakeholder group

Clients

Investors

Employees

Society

Stakeholder needs:
what do our stakeholders expect from us?

Advice on a broad range of products and
services from trusted experts

The option of personal interaction with our
advisors in combination with digital service

anywhere, anytime (convenient digital
banking)

Top quality solutions and the highest

standards in terms of asset safety, data and

information security, confidentiality and
privacy

A combination of global reach and local
service resulting in positive investment
outcomes

Competitively priced products and services

Disciplined execution of our strategy

leading to attractive capital returns through

dividends and share repurchases

Comprehensive and clear disclosures on

quantitative and qualitative data necessary

to make an informed investment decision

Recognize and proactively address strategic

opportunities and challenges

A world-class employer providing an

engaging and supportive workplace culture

Skill and career development opportunities

and rewards for performance

An environment that provides a sense of
belonging and of adding value to clients
and to society

Facilitation of economic development that
is sustainable for the planet and humanity

Maximization of our positive effect and
minimization of any negative effects on
society and the environment

Proactive management of the
environmental and societal impacts of our
business

Value proposition:
how we create value for our
stakeholders

Delivering tailored advice and
customized solutions, using our
intellectual capital and digital
capabilities

Building long-term personalized
relationships with our clients

Developing new products and services in
response to clients’ evolving needs in
the digital age

Providing access to the world's capital
markets and bespoke financing

Meeting increasing demand from clients
for sustainable investments

Executing our strategy with discipline
and agility as the external environment
evolves, while aiming to deliver cost-
and capital-efficient growth

Providing transparent, timely and
reliable public disclosures

Attracting and developing great talent

Fostering a workplace culture that
supports and engages our employees,
enabling them to develop their careers
and unlock their full potential

Promoting significant and lasting
improvements in the well-being of
communities in which we operate

Taking an active role in the transition of
our economy toward environmentally
and socially sustainable solutions

Key topics discussed:
what was important to our
stakeholders in 2019

Investment performance in light of
current interest rate situation

Holistic goals-based financial
planning

Sustainable finance and investing
possibilities
Data privacy and security

Offerings for small enterprises in
Personal & Corporate Banking

Structural growth and return
potential in our businesses

Cost efficiency and ability to
generate positive operating
leverage

Ability to protect or even grow
revenues in a low-for-longer
interest rate environment

The three keys to a strong
corporate culture

Our approach to hiring great
people and supporting their
growth

The importance of diversity and
inclusion

Sustainable finance
Our climate strategy

Our client and corporate
philanthropy efforts
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Stakeholder engagement:
how did we engage with our
stakeholders?

Individualized client meetings
Requests for regular client

feedback, feedback monitoring
and complaints handling

Specialized client events and
conferences including information
on key developments and
opportunities

Client satisfaction surveys

Financial reports, investor and
analyst conference calls, and/or
webcasts, as well as media
updates on our performance or
other disclosures

General shareholder meetings

Investor and analyst meetings

Regular employee surveys

Group Franchise Awards program
Regular “Ask the CEQ" events,
along with senior leadership,

regional and functional employee
sessions

Dialogs with regulators and
governments

Partnerships with social
institutions

Community investments
Interaction with NGOs
Participation in forums and round

tables, as well as industry-, sector-
and topic-specific debates
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Our strategy, business model and environment
How we create value for our stakeholders

Clients

Our clients are the heart of our business. We are committed to
building and sustaining long-term relationships based on mutual
respect, trust and integrity. Understanding our clients’ needs and
expectations enables us to best serve their interests and to
create value for them.

Our clients and what matters most to them

There is no archetypal UBS client. Our clients have varying needs,
but each of them expects outstanding advice and service, a wide
range of choices, and an excellent client experience.

Global Wealth Management is focused on serving the unigue
and sophisticated needs of high net worth and ultra high net
worth individuals, families, and family offices around the world,
as well as affluent clients in selected markets. We provide these
clients with access to outstanding advice, service, and
investment opportunities from around the globe, delivered by
experts they can trust. Using a holistic, goals-based approach to
financial planning, we deliver a personalized wealth
management experience and work side-by-side with clients to
help them realize their ambitions.

Our client-facing advisors and the global teams that support
them are focused on developing long-term client relationships,
which often span generations. Global Wealth Management
clients look to us for our expertise in helping them to plan for,
protect and grow their wealth, as well as helping them make
some of the most important decisions in their lives. From
significant liquidity events to professional milestones and
personal turning points, we aim to give our clients the
confidence to move forward and achieve their goals. Through
extensive research into our clients’ preferences and goals, as well
as broader analysis of investor sentiment globally, we are
constantly evolving our offerings to meet the shifting priorities
of today’s wealthy clients. This includes investing in digital
capabilities and developing products that help clients fund their
lifestyles and manage their cash flow, as well as offering
guidance on how clients can create a lasting and positive impact
for their communities and the causes about which they care the
most. We have been recognized as the leading global wealth
manager for clients interested in sustainable investing,” with a
commitment to developing solutions that allow clients to align
their financial goals and their personal values.

—» Refer to “Our focus on ESG” in this section for examples of how

sustainable finance solutions are used across our business
divisions and for the benefit of our clients

Personal & Corporate Banking serves a total of approximately
2.6 million individuals and 128,000 firms. We provide services to
companies ranging from start-ups to large multi-nationals,
including specialized entities, such as pension funds and
insurers, real estate companies, commodity traders, and

1 Euromoney Private Banking and Wealth Management Survey 2019: Global Results.

banks. Personal & Corporate Banking clients look for financial
advice based on their needs at each stage of their individual or
corporate journey. We aim to deliver outstanding advice to them
via our client advisors and also through digital banking. Our
clients demand convenience, 24/7 availability, security and value
for money. We provide clients with access to a broad range of
services and products offered in all relevant areas: basic banking,
investing, financing (including mortgages), retirement planning,
cash management, trade and export finance, global custody,
and company succession, among others.

In Asset Management, we deliver investment products and
services directly to approximately 3,000 clients around the world —
including sovereign institutions, central banks, supranational
corporations, pension funds, insurers and charities — as well as to
Global Wealth Management and its clients, wholesale
intermediaries and financial institutions. Our clients seek global
insights and a holistic approach to tailoring solutions. By building
long-term, personalized relationships with our clients and
partners, we aim to achieve a deep understanding of their needs
and to earn their trust. We draw on the breadth and depth of our
global investment capabilities — across traditional and alternative,
active and passive categories — and provide seamless access to
world-class platform services to deliver the solutions they need.
We integrate sustainability into our financial analysis enabling us
to help clients meet their sustainability objectives and their
fiduciary duties.

The Investment Bank provides corporate, institutional and
wealth management clients with expert advice, financial
solutions, execution, and access to the world’s capital markets.
Our business model is specifically built around our clients and
their needs. Corporate clients can access advisory services, debt
and equity capital market solutions, and bespoke financing
through our newly reshaped Global Banking business.
Meanwhile, our Global Markets business is focused on helping
institutional clients engage with local markets around the world,
offering equities and equity-linked products, foreign exchange,
rates and credit.

—s> Refer to “Investment Bank” in the “Our businesses” section of

this report for more information about the structural changes in
the Investment Bank

Our advisory and content offering is underpinned by the
research we provide. The differentiated nature of this research,
combined with UBS Evidence Lab Innovations, which offers
access to insight-ready data sets for thousands of companies,
aims to give clients an informational edge when it comes to
understanding markets. As a new offering for 2019, we have
established the UBS Research Academy, where our fundamental
analytics team provides training for institutional investors on all
aspects of fundamental investing, leveraging the best of the
UBS Research and UBS Evidence Lab Innovations platforms.
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Our clients place the highest priority on the confidentiality
and security of their data. The protection of our clients’ data is
of the utmost importance to us and we have comprehensive
measures in place designed to ensure that data confidentiality
and integrity are maintained. We are investing in our IT platform
to preserve and improve our [T security standards, while
enabling our clients to have secure access to their data via our
digital channels. The volume, level of sophistication and impact
of cyberattacks constantly increase, and we aim to maintain a
robust and agile cybersecurity and information security program
to manage cyber risk.

Enhancing the client experience through innovation and
digitalization

We strive to streamline and simplify interactions with our clients
through front-to-back digitalization and innovations.

In Global Wealth Management, we develop and deploy
digital tools that preserve and enhance the value of human
relationships. Clients expect the convenience and speed that
technology offers but, simultaneously, consider personal
communication with our advisors to be more important than
ever. Modern technology that our advisors use enables them to
spend more time with clients. And our clients appreciate digital
tools that improve their experience, such as easy ways to view
their portfolios, access to research that is tailored to their needs,
and multiple ways to communicate with their advisors. In 2019,
we introduced a number of new tools to help deliver on those
expectations. For example, our Asset Wizard platform provides
ultra high net worth clients in the US with consolidated and
sophisticated performance and risk analytics for their assets held
at UBS and across multiple banks, portfolios, managers, and
locations. Also, in Asia, we launched the UBS Advisor Messaging
for WhatsApp, allowing for real-time conversations between
clients and advisors, to create a better client experience. And we
continue to make progress by executing our multi-year strategy
to serve clients globally from two platforms: the Wealth
Management Americas Platform in the US and the Wealth
Management Platform outside the US. Our core investment
solutions consist of: UBS Manage, a discretionary mandate
solution where we use our expertise to invest clients’ assets
according to a predefined investment strategy; UBS Advice,
which  adds  portfolio  monitoring  and  investment
recommendations based on an agreed investment strategy to
self-directed accounts; and UBS Transact, a self-directed account
providing clients access to UBS execution capabilities and the
UBS House View. All our solutions draw on our broad range of

investment instruments across stocks, bonds, currencies,
structured  products, investment funds and alternative
investments.

Personal & Corporate Banking launched several initiatives in
2019. Effective 1 November 2019, we have established a new
business area, Digital Platforms & Marketplaces, which reflects
our commitment to engage in new digital business models. In
addition to the mortgage platform UBS Atrium, which we
launched in 2017 and is directed at corporate and institutional
clients, UBS is set to introduce a mortgage platform for private
clients in the first half of 2020. We launched new tools for our
client advisors aimed at improving the in-branch advisory
experience for clients, so that we are able to suggest the right
products that match the clients’ needs. Thanks to our new
mortgage workflow, we have been able to reduce contracting
time substantially, from 10-15 days for extensions to 24 hours.
We also further simplified our digital banking platform (for both
mobile and desktop) and added new services, in addition to
expanding the number of possible payment transaction
currencies to more than 120. Our clients can now pay in stores
directly with their smartphones and a wide array of wearables
via Mobile Pay and Swatch Pay. Furthermore, we have
introduced the ability to pay parking fees via Twint, which has
more than 1.5 million users in Switzerland. As of October 2019,
our clients can access we.trade, a blockchain-based trade
finance platform, which was the first such platform to be
launched by a Swiss bank. Recognizing changing client needs
and growing demand from start-up companies for a broader
offering, we have launched UBS Start Business, which includes
digital accounting, mentoring for business planning, and many
other services in addition to the banking services UBS offers. The
attractive offering aims to assist young entrepreneurs in every
stage of their business’s journey. Similarly, we bundle our digital
offering for small companies in UBS Digital Business, which
provides the convenience and leading digital solutions that small
companies look for. We have also introduced our vendor leasing
solution, an online tool that allows vendors to provide leasing
proposals directly to their clients (based on online credit
decisions) and to generate contracts. For corporate clients, we
have made available the new UBS Payment Tracking service
(SWIFT global payments innovation).

In Asset Management, we are investing in new tools and
technologies, as well as our alternative data capabilities, to
support our teams’ investment decision-making processes and
enhance client service. In addition, our operational excellence
programs are focused on building a scalable and globally
integrated operating platform to better enable our teams to
deliver the full breadth of our capabilities to clients around the
world.
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Our strategy, business model and environment
How we create value for our stakeholders

The Investment Bank strives to be the digital investment bank
of the future, with innovation-led businesses that drive
efficiencies and solutions. We set up the UBS Investment Bank
Innovation Lab to help connect business teams in order to
leverage best practice, build and test proofs of concept safely
and quickly, and inspire a culture of innovation. We see
increasing interest from clients in financial and alternative data
sets that they can incorporate into their models. In response, we
set up UBS Data Solutions to meet those needs through a
centralized robust data processing and distribution platform.

We strive to develop new products and solutions that are
consistent with our capital-efficient business model. These are
typically related to new technologies or changing market
standards. Examples include FX spot & STIR tree E-pricing, which
provides client-tailored  pricing streams and hedging
optimization, and Technology Enabled Sales, which enables
faster delivery and distribution of tailored content matched to
our clients” interests. During 2019, we also launched the client
portal of UBS Evidence Lab Innovations as part of the firm's
strategy to expand our value proposition in the alternative data
space, which relates to innovative ways to capture data critical
for investment decisions. We also set up UBS Neo, our multi-
channel platform, and the One Client service model, which aims
to drive superior client outcomes via collaboration, technology
and data-driven client intelligence.

Engaging with our clients

Communication with our clients enables us to understand their
needs and what matters most to them. We use a variety of
channels to engage with clients, including regular client
relationship / service meetings where we monitor feedback and
satisfaction, as well as various corporate roadshows and
dedicated events. We also engage with our clients while
supporting cultural and sports events across Switzerland.

We conduct client events on a regular basis and on a wide
array of topics. For example, in Personal & Corporate Banking,
we have financing and retirement planning events, and a
dedicated event for the CFO community. In the Investment
Bank, we host around 350 conferences and educational
seminars globally throughout the year, covering a broad range
of macro, sector, regional and regulatory topics. More than
50,000 clients attended such events in 2019, providing insight
and access to our own opinion leaders, policy makers and
leading industry experts. In Global Wealth Management, we
engage with clients in a range of ways, from personalized
private briefings with subject matter experts, to segment-specific
events, to large-scale gatherings such as UBS Wealth Insights,
our flagship Pan-Asian investment forum series, which attracts
more than 3,000 clients every year. In Asset Management, a
consistent program of engagement takes place throughout the
year. Thematic events, such as the UBS Reserve Management
Seminar and the Sovereign Investment Circle, bring together
institutional investors to debate relevant topics and share best

practices. Our experts also produce insightful thought leadership
on markets and assets that is regularly shared with clients, as
well as frequently meeting investors to answer questions, clarify
the investment strategy or discuss issues that can affect markets.

How we measure client satisfaction

We utilize different measures to regularly assess our
achievements and the satisfaction of our clients.
Global Wealth Management is increasingly leveraging

technology and analytics software to collect client feedback. In
2019, we began introducing a digital feedback tool to
supplement more traditional survey methods. The tool allows
Global Wealth Management to survey clients about their
satisfaction with their advisors and UBS, as well as to identify
additional financial needs. Advisors are provided with real-time
access to client feedback, enabling them to address concerns
and to follow up on new topics of interest. The tool was piloted
in selected markets in 2019 and is expected to be rolled out
more broadly throughout 2020.

We conduct an annual client survey in Personal & Corporate
Banking. We have been conducting client surveys in Switzerland
since 2011, consistently covering all private and corporate client
segments annually since 2015. Clients assess their satisfaction
with regard to various topics (e.g., UBS overall, branches, client
advisors, products, services) and indicate further product or
advisory needs. Survey responses are distributed to client
advisors, who subsequently follow up with each respondent
individually. In 2019, we introduced a new machine learning
model which enables us to identify the importance of internal
factors (e.g., advisors, products, prices) and external factors
(e.g., media impact, market development) with regard to overall
satisfaction scores.

In Asset Management, we conduct regular surveys, inviting
institutional and wholesale clients across all our markets to
participate. They are asked about their satisfaction with client
service, products and solutions, as well as other factors relevant
to their investments. The results are analyzed to identify focus
areas to improve client satisfaction.

For the Investment Bank, client satisfaction is closely
monitored by individual product coverage points. Relationship
managers then collate and review feedback holistically,
conducting regular internal review sessions to address specific
areas of feedback. The Investment Bank also closely monitors
external surveys, such as the Global Institutional Investor Survey,
which provides feedback across a range of investment banking
services.

We thoroughly evaluate the feedback we receive, including
complaints from clients, and take measures to address key
themes identified. In 2019, clients specifically raised sustainable
finance as a key priority, which provided confirmation that we
are aligned with our clients’ preferences in expanding our
sustainable finance offering.

38 For the purpose of this Supplement, this page is referred to as page 85



Our focus on ESG

Our firm is in a powerful position to contribute toward achieving
the 17 United Nations (UN) Sustainable Development Goals (the
SDGs) by integrating sustainability in our mainstream offerings,
through new and innovative financial products with a positive
effect on the environment and society, and by advising our
clients on their philanthropic works. Our goal is to be the
financial provider of choice for clients who wish to mobilize
capital toward the achievement of the SDGs and the orderly
transition to a low-carbon economy. We are shaping the
landscape of sustainable finance by using thought leadership,
innovation and partnerships to support clients in their
sustainability efforts.

Our clients are increasingly interested in sustainable finance,
including sustainable investing (SI), which is especially attractive
if it can reduce risk or improve returns. More than 80% of
wealthy individuals are interested in sustainable investing and
45% already hold sustainable investments.! With regard to asset
owners across the globe, 78% are integrating environmental,
social and governance (ESG) factors into their investment
process.? Switzerland, for example, saw an 87% asset growth in
institutional sustainable investments in 2018 (compared with
2017),2 and the early indicators are that this growth continued
throughout 2019.

Our key public commitments to sustainable finance

In 2019, we became a founding signatory of the UN Principles
for Responsible Banking (the Principles). The Principles constitute
a comprehensive framework for the integration of sustainability
across banks. They define accountabilities and require each bank
to set, publish and work toward ambitious targets.

Before signing up to the Principles, UBS had already been
strongly committed both to maximizing positive effects through
our sustainable business activities and to minimizing negative
impacts. While our firm’s growing range of sustainable finance
products and services supports the former, our environmental
and social risk framework helps us to better understand and
respond to potential risks to the environment and human rights.

Our Asset Management business division is among the
signatories of the PRI (the Principles for Responsible Investment).
The PRI organization supports the signatories in incorporating ESG
factors into their investment and ownership decisions. In 2019,
UBS also became one of the inaugural members of the CEO
Alliance on Global Investors for Sustainable Development, which is
committed to scaling up and speeding up efforts to align business
with the SDGs. The Alliance is aimed at harnessing the insights of
private sector leaders on ways to remove impediments and

1UBS Investor Watch on the Year Ahead, November 2019.
2UBS Asset Management and Responsible Investor magazine, ESG: Do You or Don't You?, June 2019.
3 Swiss Sustainable Investment Market Study 2019, June 2019.

introduce solutions for scaling long-term investment for
sustainable development in line with the SDGs.

Since 2017, we have presented white papers to the World
Economic Forum (the WEF) putting forward recommendations
for ways in which private capital can achieve the SDGs, while
also outlining our own actions and pledges in that regard. For
the WEF annual meeting in 2020, our white paper focused on
climate action and the ways in which investors can mobilize
private and institutional capital toward the orderly transition to a
low-carbon economy. In response, UBS has developed a Climate
Aware framework.

We actively support the development of industry standards. In
2019, we contributed to the writing of and signed the
International Finance Corporation’s Operating Principles for
Impact Management. These Impact Principles provide a standard
for impact investing, in which investors seek to generate positive
impact for society alongside financial returns. We also
contributed to a report by the Sustainable Finance Working
Group of the Institute of International Finance on sustainable
investment terminology.

_» Refer to the Sustainability Report 2019, available from 5 March
2020 under “Annual reporting” at www.ubs.com/investors, for
our key documents, frameworks and external commitments,
and for our climate disclosure following the recommendations
of the Task Force on Climate-related Financial Disclosures

What is our governance on ESG?

Our governance framework on sustainability supports the
creation of long-term value. Our firm’s sustainability activities,
including sustainable finance, are overseen at the highest level
of our firm and are founded in our Code of Conduct and Ethics.
> Refer to the Sustainability Report 2019, available from 5 March
2020 under “Annual reporting” at www.ubs.com/investors, for
the sustainability governance chart

We regularly review whether our governance framework
continues to reflect our ambitions with regard to sustainability.
In 2019, we therefore decided to further sharpen our focus on
sustainable finance and we are now establishing a Sustainable
Finance Steering Committee. It will be comprised of senior
business leaders engaged in our firm’s sustainable finance
efforts, who will work together to ensure that we continue to
drive innovation and develop expertise and thought leadership
regarding sustainable finance. The Chair of the Sustainable
Finance Steering Committee is a member of the UBS in society
Steering Committee.
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Our strategy, business model and environment
How we create value for our stakeholders

How do we define sustainable finance?

Sustainable finance refers to any form of financial service that
integrates ESG criteria into business or investment decisions. We
provide sustainable finance solutions across all our business
divisions and to all our client groups (as shown in the “Key
achievements in 2019” chart on the next page), with a particular
focus on sustainable investing.

Sustainable investing is an approach that seeks to incorporate
ESG considerations into investment decisions. S| strategies seek
to achieve a positive environmental or social impact and/or align
investments with an investor’'s values regarding ESG topics,
while aiming to improve portfolio risk and return characteristics.
In the main, we identify three approaches of sustainable
investing: exclusion (individual companies or entire industries are

Core sustainable investments'

excluded from portfolios if their areas of activity conflict with an
investor’s values); ESG integration (which combines ESG factors
with traditional financial considerations); and impact investing
(which is designed specifically to help generate a positive social
or environmental impact alongside financial returns).

We were among the early movers in developing terminology
to describe our sustainable investing activities and to consistently
report on them. We are, however, conscious of the need to
simplify and standardize the terminology for sustainable finance,
which will help to develop and expand that market. We are
therefore actively involved in the relevant discussions and are
committed to reflecting pertinent changes to terminology in our
reporting.

For the year ended % change from

USD billion, except where indlicated

31.12.19 31.12.18 31.12.17 31.12.18

Core SI

Core Sl proportion of total invested assets (%)

1 All figures are based on information available in January 2020.
framework.
factors into fundamental financial analysis to improve risk / return.

2 FS stands for the performance indicators defined in the Financial Services Sector Supplement of the Global Reporting Initiative reporting
3 Strategies where sustainability is an explicit part of the investment guidelines, universe, selection, and/or investment process.
5 Strategies where the intention is to generate measurable environmental and social impact alongside financial return.
companies from portfolios where they are not aligned to an investor's values. Includes customized screening services (single or multiple exclusion criteria).

4 Strategies that integrate environmental, social, and governance (ESG)
6 Strategies that exclude
7 Sl products from third-party providers applying a strict

and diligent asset selection process; the selection criteria have been reviewed for the end of 2019 reporting cycle, following a stricter approach from the provider of sustainability ratings. Excludes third-party
products that went through a systematic GWM onboarding process, now counted under “Integration — sustainability focus.”

What do we offer?

We support clients’ sustainability efforts through thought
leadership, innovation and partnerships, and we strive to
incorporate ESG factors into the products and services we
provide. We support corporate and institutional clients who
want to generate positive environmental and societal impact
using our corporate advisory expertise or by directing capital
through our lending or investment capacity. We assist private
and institutional clients with their desire to invest in accordance
with their own social and environmental objectives, and we are
proactive in discussing these issues with them.

Through our Philanthropy Services platform, we are
partnering with clients to manage their philanthropy and
maximize their impact, by offering expert advice, carefully
selected programs from UBS Optimus Foundation, and
innovative social financing mechanisms, such as development
impact bonds.

In 2019, we noted strong momentum in our sustainable
finance activities. A key indicator is the development of our core
Sl assets, where we managed to more than double penetration,
from 5.6% of total invested assets in 2017 to 13.5% (USD 488
billion) in 2019 (2018: 10.1% or USD 313 billion). Core
sustainable investments are SI products that involve a strict and
diligent asset selection process through either exclusions (of
companies / sectors from portfolios where the companies /
sectors are not aligned to an investor's values) or positive
selections (such as best-in-class, thematic or ESG integration and
impact investing).

Norms-based screening assets, i.e., assets that fall under the
application of a UBS policy’ and do not otherwise qualify as a
core sustainable investment, amounted to USD 818 billion as of
31 December 2019 (up from USD 797 billion in 2018). Total
sustainable investments, including norms-based screening assets,
accounted for USD 1,306 billion (2018: USD 1,110 billion), or
36.2% (2018: 35.8%), of our total invested assets.

1 The assets in discretionary mandates, in UBS's actively managed retail and institutional funds, as well as in our firm’s proprietary trading book, are subject to our firm’s policy on the prohibition of investment in and
indirect financing of companies involved in the development, production or purchase of anti-personnel mines and cluster munitions.
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© in 2019

Global Wealth Management

We are a leader in sustainable investing (SI)," with
a global footprint and a network of resources to
deliver a wide range of research, advisory and
product capabilities that continue to grow.

e USD 3.9 billion raised toward commitment to
direct at least USD 5 billion of client assets in
SDG-related impact investments by 2021.

e Launch of the SDG Engagement High Yield
Credit funds.

Personal & Corporate Banking

We have been building sustainable finance
offerings for all client segments.

e Retail clients: access to 100% sustainable
investment solutions.

e Corporate clients: USD 200 million raised
in the first green bond for a Swiss-listed energy
and infrastructure company.

e Institutional clients: advice on Sl integrated
into strategic dialog with clients.

Asset Management

We have established an industry-leading SI
platform offering a wide range of Sl strategies
across various asset classes, integrating
sustainability and impact into all our mainstream
offerings.

e Invested assets in the categories “impact
investing” and “sustainability focus”
increased 14-fold since beginning of 2016
to USD 38.6 billion.

e £SG integration across all traditional asset
classes, at USD 323.1 billion.

s¢ Key achievements

9 m | USD billion

invested in 100% Sl solutions
and bespoke Sl solutions.

core S| products

were launched for our retail
clients.

3 -1 USD billion

Climate Aware strategy, a pio-

neering approach to integrate the
2°C climate change scenario into
an investment solution, at USD 3.1

billion invested assets. @

1 Euromoney Private Banking and Wealth Management Survey 2019: Global Results.

Group

We are committed to maximizing positive effects
and to minimizing negative impact that we have
on society and the environment.

® UBS Optimus Foundation: an award-winning
grant-making foundation that helps our clients
use their wealth to drive positive and
sustainable social change for children.

e Environmental and social risk management:
we engage with clients and suppliers to better
understand their processes and policies, and
to explore how any environmental and social
risks may be mitigated.

3 m 3 million children

In 2019, UBS Optimus Foundation
raised USD 89.5 million in
donations, approved USD 109.5
million in grants and helped
improve the well-being

of 3.3 million children O

worldwide. |®

Investment Bank

We are focused on meeting the needs of our
clients with regard to ESG and sustainable
finance, and helping reshape business models
and investment opportunities.

¢ Dedicated thought-leading ESG research team
in its 15th year.

e Introduced the UBS ESG icon in our research
reports in 2019, flagging ESG content in
32 reports.

e UBS ESG and Sustainability Symposium in
London with over 40 speakers; relevant ESG
content incorporated at key client conferences.

o Sustainability-driven investment solutions:
launch of ESG Global Equity Premia.

2 ! 5 green and
: sustainable bonds

Support for companies driving
positive impact: 25 high-profile
issuances of green and
sustainable bonds.
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Our strategy, business model and environment
How we create value for our stakeholders

Investors

We generate long-term value for our investors by executing our
strategy with discipline, striving for cost- and capital-efficient
growth, long-term sustainable value creation, and attractive
shareholder returns.

Investor base

Our investor base is well diversified. A substantial proportion of
our institutional shareholders are based in the US, the UK and
Switzerland.
— Refer to the “Corporate governance” section of this report for
more information about disclosed shareholdings

Cost- and capital-efficient revenue growth

We aim to drive higher and superior returns by growing and
leveraging our unique, integrated and complementary business
portfolio and geographic footprint. Our Global Wealth
Management business is well positioned to take advantage of
two secular trends: wealth transfer and wealth creation, partly
driven by continued economic growth, particularly in Asia,
where China is opening its financial markets. Each of our
businesses has initiatives to achieve revenue growth and improve
operating efficiency.
> Refer to “Industry trends” in the “Our environment” section of
this report for more information about wealth creation and
wealth transfer

We aim to balance growth opportunities with cost and capital
efficiency in order to drive attractive risk-adjusted returns and
sustainable performance.

Our primary measurement of performance for the Group is
return on common equity tier 1 capital (CET1), as regulatory
capital is our binding constraint and drives our ability to return
capital to shareholders.

—> Refer to the “Performance targets and measurement” section of

this report for more information

Shareholder returns

We aim to increase our ordinary dividend per share by USD 0.01
each year, and to return excess capital through share
repurchases. We consider business conditions and any
idiosyncratic developments when determining excess capital
available for share repurchases.

Alignment of interests

We aim to align the interests of our employees with those of our
equity and debt investors. This is reflected in our compensation
philosophy and practices.
_» Refer to “Our compensation philosophy” in the “Compensation”
section of this report for more information

Communications

Our Investor Relations function serves as the primary point of
contact between UBS and all shareholders. Our senior
management and the Investor Relations team regularly interact
with the institutional investors community, financial analysts and
other market participants, such as credit rating agencies. Clear,
transparent and relevant disclosures, together with regular and
direct interactions with existing and prospective shareholders,
form the basis for our communications. The Investor Relations
team also relays the views of and feedback from institutional
investors and other market participants on UBS to our senior
management.

Investor Relations and Corporate Responsibility work together
and interact with those investors focusing on sustainability topics
relevant to UBS and society at large.

—» Refer to “Corporate governance” and “Information policy” in
the “Corporate governance” section of this report for more
information

—s> Refer to “Society” in this section for more information about
our sustainability efforts
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Employees

Our employees drive our success. Our employees work in 50
countries, are citizens of 136 nations and speak more than 150
languages. Their skills, experience and commitment enable us to
deliver innovative solutions for our clients, foster sustainable
business success, protect our reputation and drive the firm
forward. As an employer, we attract, develop and retain a
diverse range of talent and aim to ensure there is a workplace
culture that supports and engages our employees, enabling
them to build their careers and unlock their full potential.

Our workforce at a glance!

000 68,601

employees (by FTE)?

69,966 employees (by headcount)

©

@ QD

<O
50 136 150+ 8
countries nationalities languages years of service
(by citizenship) spoken on average
Age
age < 30 — e 19%
200 30-50  o— 60%
age > 50 m— 21%
Region
31% 30% kZO% 19%
Switzerland Americas APAC EMEA

1 Calculated as of 31 December 2019 on a headcount basis of 69,966 internal employees only. 2 Personnel
(full-time equivalents) as of 31 December 2019 has been amended compared with our fourth quarter 2019
report, resulting in a decrease of 61.

The keys to a strong corporate culture

Our three keys to success remain the foundation of our strategy
and culture. Together, they define what we stand for as a firm
and as individuals, and they drive our business strategy. We set
out on our cultural transformation in 2011, defining and then
embedding our Pillars, Principles and Behaviors into our core
people management processes. We conduct regular employee
surveys to obtain feedback and ensure continuous improvement,
discussing the findings and further actions with our employees.
In 2019, responses indicated that employee engagement,
appreciation for our talent management practices, and pride in
working at UBS were all above the norm for financial services
organizations.
— Refer to the foldout pages of this report for more information
about our Pillars, Principles and Behaviors

Engaging and enabling employees, instilling a strong risk
culture and promoting sustainability were culture-building
priorities in 2019. In this respect, our Group Franchise Awards
program provided foundational support. This Group-wide
initiative rewards employees for cross-divisional collaboration
and operational effectiveness improvements.

We are convinced that leadership drives culture, and culture
drives performance. Great leaders are the key to developing our
people, client relationships and results. For many years, our
House View on Leadership has outlined what effective
leadership is at UBS, as well as what employees can expect. To
help leaders better adapt to continuous change and
digitalization, we updated our House View in 2019 and
integrated its precepts into all of our core HR processes,
including  recruitment, performance evaluations, training,
succession planning and promotions. Characteristics such as
innovation, curiosity and agility complement our long-standing
emphasis on inclusivity, sustainable profits, accountability, cross-
firm partnership and putting clients first. It is an evolution of
how we view leadership that creates an extraordinary experience
for our clients and our people.
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Our strategy, business model and environment
How we create value for our stakeholders

Hiring, developing and retaining talent

We are widely recognized as an employer of choice and a great
place to build a career. Key to our success is our long-standing
commitment to investing in our employees at every career stage.
It starts with recruitment, where our philosophy is to hire for
potential, considering the individual’s experience and
competencies, learning capabilities and agility, as well as digital
and data sawviness. We hired a total of 10,080 external
candidates in 2019. Our junior talent programs hired more than
1,700 graduate and other trainees, interns and apprentices. We
also continued our insourcing and hiring activities in our
Business Solutions Centers in China, India, Poland, Switzerland
and the US as part of our integrated workforce strategy.

Our in-house UBS University further updated its curriculum in
2019 to emphasize future-skills development and personal
growth for all employees, with a new digital skills curriculum
that builds knowledge about topics such as blockchain, cloud
computing, robotics and artificial intelligence. We also launched
a mobile learning app to enable employees to learn whenever
and wherever they want. We revamped our leadership
development offering in 2019 to ensure that our leaders have
the skills they need to develop their businesses and their people,
and to lead effectively in the digital transformation age. In 2019,
our permanent employees completed more than 1,100,000
learning activities, including mandatory training on compliance,
business and other topics. This averaged to more than two
training days per employee.

Personnel by region

Along with line manager effectiveness, having a wide range
of learning and career development opportunities, as well as
tools to facilitate professional growth, are key drivers of
employee engagement. In this respect, our new Career
Navigator tool, which was launched in June 2019, has been a
game-changer. This online platform enables employees to
explore career paths and search for open roles that match their
interests while allowing our recruiters to find internal talent
more easily. It also identifies skill gaps with regard to new roles
and interests and directly links to learning opportunities to help
fill these gaps.

We are committed to ensuring a workplace where employees
are fairly treated, with equal opportunities for all. We do not
tolerate harassment of any kind. Our global measures include
employee and line manager training, specialist expertise in
handling concerns raised, and a global employee hotline. A
Harassment Guardian provides an independent view of the
firm’s setup, procedures and behaviors to prevent harassment
and sexual misconduct.

We pay for performance, and a strong commitment to pay
equity is embedded into our compensation policies. We conduct
regular internal, as well as independent external, reviews, with
the aim of ensuring that all employees are paid fairly, and we
seek to address any unexplained gaps.

> Refer to www.ubs.com/employerawards,

www.ubs.com/careers and the “Compensation” section of this
report for more information

As of % change from

Full-time equivalents

31.12.19 31.12.18 31.12.17 31.12.18

Americas

Switzerland

Total’

68,601

1 The increase in workforce in 2019 and 2018 was mainly due to insourcing initiatives and was more than offset by a decrease in external staff.
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The importance of diversity and inclusion

A widely diverse workforce that reflects the experience of our
global clients is important for our long-term success. We
therefore strive to shape a diverse and inclusive culture across
the firm to drive sustainable growth and innovation, deliver the
best of UBS to our clients, and build a better place to work for
all employees.

Our broad view of diversity encompasses a range of aspects,
including gender, ethnicity, LGBTQ, disability, mental health and
inclusive leadership. We remain committed to narrowing our
gender representation gap, especially at the management level,
through a global gender diversity strategy and a wide range of
supporting initiatives to hire, promote and retain more women
at all levels of the organization. We continue to make progress
toward our stated aspiration of increasing the representation of
women in management roles to one-third. In 2019, 25.2% of all
employees in roles at Director level and above were women, up
from 24.7% in 2018.

Our UBS Career Comeback program, which was launched in
2016, continues to help us increase our pipeline of female senior
leaders. Professionals looking to return to corporate jobs after a
career break are hired for permanent roles and supported with
specialized onboarding, coaching and mentoring. In 2019,
Career Comeback expanded beyond its four established hubs
in the US, UK, Switzerland and India to become a global,
year-round program. To date, Career Comeback has helped
142 women and 8 men relaunch their careers.

_> Refer to www.ubs.com/diversity for additional information
about our priorities and commitments, and the Sustainability
Report 2019, available from 5 March 2020 under “Annual
reporting” at www.ubs.com/investors for our management
practices and detailed employee data, including gender- and
region-specific data

More about our workforce'

39%

women 0

27,136 4 |
O/ %]

61%

men

42,830

Switzerland Americas

§?7905 13558@ @8154 13134@

— =1 — 1
APAC EMEA

o] o]

5,824 8,131 W 5,253 8,007 (1

jose - f

1 Calculated as of 31 December 2019 on a headcount basis of 69,966 internal employees only.
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Our strategy, business model and environment
How we create value for our stakeholders

Society

As expressed in the 17 United Nations Sustainable Development
Goals (the SDGs), the world faces enormous societal and
environmental challenges. We recognize that it is important to
understand these challenges, as well as the opportunities arising
from them, to consider their relevance to UBS and to identify
potential actions our firm may need to take.

As the world’s largest truly global wealth manager, we have a
responsibility to take a leading role in shaping a positive future,
for everyone, including the generations to come.

Code of Conduct and Ethics

In our Code of Conduct and Ethics (the Code), the Board of
Directors and the Group Executive Board set out the principles
and practices that define our ethical standards and the way we
do business. These principles apply to all aspects of our business.

All employees must confirm annually that they have read and
will adhere to the Code and other key policies, supporting a
culture where ethical and responsible behavior is part of our
everyday operations.

In the Code, we make a commitment to integrating financial
and societal performance for the mutual benefit of our clients
and our firm — and that we are constantly looking for better
ways to do business in an environmentally sound and socially
responsible manner.

—» Refer to the Code of Conduct and Ethics of UBS, available at

www.ubs.com/code, for more information

Engaging with society

We engage with representatives of wider society on a regular
basis and on a wide range of topics. This engagement yields
important information about society’s expectations and concerns
and makes a critical contribution to our understanding and
management of issues with potential (positive and negative)
relevance to our firm — and to society. By actively fostering such
interactions, we are in a position to address expectations and
concerns in an informed and effective manner.

UBS in society

UBS in society is a dedicated organization within the firm,
focused on maximizing our positive effect and minimizing any
negative effects UBS has on society and the environment. It
covers all of the activities and capabilities related to sustainable
finance  (including  sustainable investing),  philanthropy,
environmental, climate and human rights policies governing

client and supplier relationships, our environmental footprint,
human resources, and community investment. It is through this
cross-divisional organization that we leverage our expertise across
all of these areas to drive sustainable performance. UBS in society
is committed to making UBS a force for driving positive change in
society and the environment.

The activities driven by UBS in society are overseen, at the
highest level of our firm, by our Board of Directors’ Corporate
Culture and Responsibility Committee (the CCRC). The Group
CEO supervises the execution of the UBS in society strategy and
annual objectives and informs the Group Executive Board and
CCRC about UBS in society updates as appropriate. Reporting to
the Group CEO, the Head UBS in society is UBS's senior-level
representative for sustainability issues and, on behalf of the
Group CEO, proposes the UBS in society strategy and annual
objectives to the CCRC for approval.

> Refer to “Board of Directors” in the “Corporate governance”

section of this report for more information about the CCRC

Driving change in finance
As a major financial institution, we are conscious that the
activities and decisions of our clients can have a substantial
impact on society. It is for that reason that we strive to
incorporate environmental, social and governance (ESG) impacts
into the products and services we provide to clients and partner
with them to help mobilize capital toward the achievement of
the SDGs and the orderly transition to a low-carbon economy.

We know that ESG topics are increasingly important to our
clients. That is why we have dedicated a separate section in this
report to highlight our commitment to serving the growing
sustainable finance needs and expectations of our clients, and to
the key activities associated with our commitment.

—» Refer to "Our focus on ESG” in this section for more information

Driving change in philanthropy

We believe our clients can make a meaningful, and measurable,
difference for their chosen causes with advice from our
philanthropy experts and the more than 200 global programs
that have been carefully selected through our UBS Optimus
Foundation. We increase social impact by combining our
expertise with capital and networks. Through our Philanthropy
Services platform, we offer clients unique access to social and
financial innovation and philanthropic advice, as well as tailored
program design, co-funding and co-development opportunities.

> Refer to www.ubs.com/optimus for more information
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Driving change in communities

We recognize that our firm’s long-term success depends on the
health and prosperity of the communities of which we are a
part. We seek to redress disadvantages through long-term
investments in education and entrepreneurship. We provide
strategic  financial commitments and targeted employee
volunteering to drive impact across a number of the SDGs.

— Refer to the “Driving change in communities” section in the
Sustainability Report 2019, available from 5 March 2020 under
“Annual reporting” at www.ubs.com/investors for more
information

Driving change in business

We view the proper, firm-wide management of our firm’s own
environmental footprint and our supply chain as important proof
of how we do business in a sustainable manner for the benefit
of society.

This is equally true of our comprehensive environmental and
social risk management and framework that governs client and
vendor relationships and is applied firm-wide to all activities. We
have set environmental and social risk standards pertaining to
environmental and human rights topics in product development,
investments, financing and supply chain management. We have
identified certain controversial activities that we will not engage
in at all, or only under stringent criteria. As part of this process,
we engage with clients and vendors to better understand their
processes and policies, and to explore how any environmental
and social risks may be mitigated.

We have set ambitious targets relating to our use of energy,
water and paper, as well as to our travel and the amount of
waste we produce, and we aim to increase the awareness of
environmental and social matters among our employees and
foster a long-term sustainable mindset in all our activities. In
2019, the year in which we celebrated 20 years since becoming
the first bank to gain global environmental management system
certification (ISO 14001), we ran major campaigns on key
environmental themes.

Our campaigns demonstrate our strong commitment to
reducing UBS’s environmental footprint and further raising our
employees’ awareness of key environmental challenges. The
"Go drastic. Cut the plastic.” global campaign, which was
launched in July 2019, aims at encouraging behavioral change
to help tackle, reduce and phase out single-use plastic items
across our firm. In October, we held our first Zero Waste Day at
22 sites across the globe, which featured numerous
sustainability-themed activities. Additionally, at five major offices
across the globe, we hosted events featuring subject matter
experts talking about their life’s work and passion, including
speakers from innovative companies.

> Refer to the Sustainability Report 2019, available from 5 March

2020 under “Annual reporting” at www.ubs.com/investors, for
full descriptions of our environmental management, our
responsible supply chain management and our environmental
and social risk management and framework

Reducing our environmental footprint

Reduced environmental Environmental

impact through focused performance
management (status 2019) since 2012
~ ~

100

CO, emissions from
air travel are offset

/2. 4

=
electricity from

renewable sources; on track
to achieve 100% by mid-2020

83

share of paper from
sustainable sources

30..

reduction of business
air travel

28

decrease in energy
consumption
= USD 30 million savings per year

36. @

reduction of paper
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7
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I reduction of on track to
@q 7 1 o greenhouse gas meet the 2020
Yo footprint since 2004 target of 75%

Reporting to our stakeholders on our sustainability
strategy and activities

Information about all our sustainability efforts and commitments
is provided in the UBS Sustainability Report,’ available under
“Annual reporting” at www.ubs.com/investors. The content of
the Sustainability Report has been prepared in accordance with
the Global Reporting Initiative (GRI) Standards (“comprehensive”
option) and with the German rules implementing the EU
directive on disclosure of non-financial and diversity information
(2014/95/EU). Our reporting on sustainability has been reviewed
on a limited assurance basis by Ernst & Young Ltd against the
GRI Standards. Our Sustainability Report 2019 also includes our
full climate disclosure, which we have been aligning with the
recommendations provided by the Financial Stability Board’s
Task Force on Climate-related Financial Disclosures since their
introduction in 2017.

1 The UBS Sustainability Report is available from 5 March 2020, and is not deemed incorporated by reference into the SEC Form 20-F filing.
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Our strategy, business model and environment
How we create value for our stakeholders

Aims and progress

We work with a long-term focus on providing appropriate returns to all of our stakeholders in a responsible manner. To underline
our commitment, we provide transparent goals and report on progress made against them wherever possible. In 2019, we made
good progress in delivering against the Group’s aims.

A leader in sustainable finance across all client segments

2017-2020
— Double the penetration of core S| assets from 5.6% (USD 182 billion) of — Achieved our goal one year early, reaching USD 488.5 billion in core S
total invested assets? assets representing 13.5% of total invested assets?3

2016-2021
— Direct at least USD 5 billion of client assets into SDG-related impact — USD 3.9 billion of client assets directed into SDG-related impact
investments investments*

A recognized innovator and thought leader in philanthropy

2017-2020

— Achieve 40% of employees volunteering with 40% of volunteer hours
being skills based

— Increase donations to UBS Optimus Foundation to

— 38% of global workforce volunteered and 48% of volunteer hours
were skills based®
— UBS Optimus Foundation: USD 89.5 million (CHF 86.9 million) in

CHF 100 million in 2020 donations raised; USD 109.5 million (CHF 106.3 million) in grants
approved
2020-2025
— Support 1 million young people and adults (“beneficiaries”) to learn and - Progress against these goals will be reported for the financial year 2020

develop skills for employment, decent jobs and entrepreneurship onward
through our community investment activities

— Improve the lives of 5 million children globally by engaging at least
1,000 clients in UBS Optimus Foundation’s collective giving platforms

An industry leader in sustainable business practices

— Retain favorable positions in key ESG ratings — Maintained leadership position (Dow Jones Sustainability Indices / DJSI)
— AA rating maintained (MSCI ESG Research)
— Industry leader rank maintained (Sustainalytics)
— A-rating and included in Leadership band (CDP)

2017-2022

— Implement the recommendations of the Task Force on — First TCFD reporting introduced for the financial year 2017, continuous
Climate-related Financial Disclosures (TCFD) improvements ever since

2019-2024

— Implement the requirements of the — Among the founding signatories of the PRB (September 2019)

Principles for Responsible Banking (PRB)
An employer of choice

— Being recognized as one of the world’s most attractive employers in key Included in Global Universum ranking of Top 50 World’s Most Attractive
ratings and rankings Employers
— Peer-leading position in human resources elements of DJSI
— Score above financial services norm in employee engagement and work
environment (based on employee survey results)

— Recognized by Bloomberg Gender-Equality Index
1 Refer to the UBS in society constitutional document (in the Sustainability Report 2019) for more information about all aims. Goals are to be achieved by the end of the target year. 2 Core Sl are SI products that
involve a strict and diligent asset selection process through either exclusions (of companies / sectors from the portfolio where the companies are not aligned to an investor's values) or positive selections (such as best-
in-class, thematic or ESG integration and impact investing). Refer to the “Core sustainable investments” table in “Our focus on ESG" in this section. 3 The increase in core SI assets was mainly driven by the ESG

integration strategy of Asset Management. Refer to the “Core sustainable investments” table in “Our focus on ESG” in this section. 4 Strategies where the investment has the intention of generating measurable
environmental and social impact alongside a financial return. 5 Refer to the “Driving change in communities” section in the Sustainability Report 2019.
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Regulation and supervision

As a financial services provider based in Switzerland, UBS is subject
to the consolidated supervision of the Swiss Financial Market
Supervisory Authority (FINMA). Our entities are also regulated and
supervised by the authorities in each of the countries where they
conduct business. Through UBS AG and UBS Switzerland AG,
which are licensed as banks in Switzerland, the Group may
engage in a full range of financial services activities in Switzerland
and abroad, including personal banking, commercial banking,
investment banking and asset management.

As a global systemically important bank (G-SIB), as designated
by the Financial Stability Board, and a systemically relevant bank
(SRB) in Switzerland, we are subject to stricter regulatory
requirements and supervision than most other Swiss banks. The
significant changes to financial regulation after the financial
crisis in 2008 have had a material effect on how we conduct our
business and have required significant investment.

_s Refer to the “Our evolution” section of this report for more

information

— Refer to the “Regulatory and legal developments” and “Risk

factors” sections of this report for more information

Regulation and supervision in Switzerland

Supervision

UBS Group AG and its subsidiaries are subject to consolidated
supervision by FINMA under the Swiss Federal Law on Banks and
Savings Banks (the Swiss Banking Act) and related ordinances,
which impose, among other requirements, minimum standards
for capital, liquidity, risk concentration and internal organization.
FINMA fulfills its statutory supervisory responsibilities through
licensing, regulation, supervision and enforcement. It is
responsible for prudential supervision and mandates audit firms to
perform regulatory audits and other supervisory tasks on its
behalf.

Capital adequacy and liquidity regulation

As an internationally active Swiss SRB, we are subject to capital
and total loss-absorbing capacity requirements that are based on
both risk-weighted assets and leverage ratio denominator and are
among the most stringent in the world. Furthermore, we are
subject to short-term liquidity coverage ratio rules, and after the
net stable funding ratio will have been brought into force in

Switzerland, which the Swiss Federal Council currently intends will
be by mid-2021, we will be subject to long-term minimum
funding requirements.
— Refer to the “Capital management” section of this report for
more information about the Swiss SRB framework and the
Swiss too-big-to-fail requirements
> Refer to “Assets and liquidity management” in the “Treasury
management” section of this report for more information about
liquidity coverage ratio requirements
—» Refer to the “Regulatory and legal developments” section of
this report for more information about the introduction of the
net stable funding ratio

Regulation and supervision outside Switzerland

Regulation and supervision in the US

In the US, UBS is subject to regulation and supervision by the
Board of Governors of the Federal Reserve System (the Federal
Reserve Board) under a number of laws. UBS Group AG and
UBS AG are both subject to the Bank Holding Company Act,
under which the Federal Reserve Board has supervisory authority
over the US operations of both UBS Group AG and UBS AG.
UBS's US operations are also subject to oversight by the Federal
Reserve Board’s Large Institution Supervision Coordinating
Committee.

In addition to being a financial holding company under the
Bank Holding Company Act, UBS AG maintains several branches
and representative offices in the US, which are authorized and
supervised by the Office of the Comptroller of the Currency.
UBS AG is registered as a swap dealer with the Commodity
Futures Trading Commission (the CFTC) and we expect that UBS
AG will be required to register as a security-based swap dealer
with the Securities and Exchange Commission (the SEC) by the
registration date of 6 October 2021.

UBS Americas Holding LLC - the intermediate holding
company for our non-UBS AG branch operations in the US, as
required under the Dodd-Frank Act — is subject to requirements
established by the Federal Reserve Board related to risk-based
capital, liquidity, the Comprehensive Capital Analysis and Review
stress testing and capital planning process, and resolution
planning and governance.
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Our strategy, business model and environment
Regulation and supervision

UBS Bank USA, a Federal Deposit Insurance Corporation-
insured depository institution subsidiary, is licensed and
regulated by state regulators in Utah.

UBS Financial Services Inc., UBS Securities LLC and several other
US subsidiaries are subject to regulation by a number of different
government agencies and self-regulatory organizations, including
the SEC, the Financial Industry Regulatory Authority, the CFTC, the
Municipal Securities Rulemaking Board and national securities
exchanges, depending on the nature of their business.

Regulation and supervision in the UK

Our regulated operations in the UK are mainly subject to the
authority of the Prudential Regulation Authority (the PRA), which
is part of the Bank of England, and the Financial Conduct
Authority (the FCA). We are also subject to the rules of the
London Stock Exchange and other securities and commodities
exchanges of which UBS AG is a member.

UBS AG and UBS Europe SE have UK-registered branches in
London. UBS AG, London Branch serves as a global booking
center for our Investment Bank. In addition, our regulated
subsidiaries in the UK that provide asset management services
are authorized and regulated mainly by the FCA, with one entity
being also subject to the authority of the PRA.

Regulation and supervision in Germany

Certain parts of the businesses of UBS Limited have been
transferred via cross-border merger to UBS Europe SE, a
Frankfurt-based subsidiary of UBS AG. The remainder of the
businesses not merged into UBS Europe SE were transferred to
UBS AG, London Branch. As a result of the cross-border merger,
UBS Europe SE has become a significant entity and is subject to
the direct supervision of the European Central Bank, in addition
to the continued conduct, consumer protection and anti-money
laundering-related supervision by the German BaFin and the
supervisory support by the German Bundesbank. The entity is
subject to EU and German laws and regulations. UBS Europe SE
maintains branches in Austria, Denmark, France, Italy,
Luxembourg, the Netherlands, Poland, Spain, Sweden,
Switzerland and the UK, and is subject to conduct supervision by
authorities in all those countries.

Regulation and supervision in Singapore and Hong Kong

In Asia Pacific (APAC), we operate from 13 locations and are

therefore subject to the regulation and supervision by local financial

regulators. The APAC regional hubs are Singapore and Hong Kong.
UBS AG, Singapore Branch and UBS Securities Pte. Ltd. are

primarily supervised by the Monetary Authority of Singapore and
the Singapore Exchange.

UBS AG, Hong Kong Branch is primarily supervised by the
Hong Kong Monetary Authority. UBS Securities Hong Kong
Limited, UBS Securities Asia Limited and UBS Asset Management
(Hong Kong) Limited are primarily supervised by the Hong Kong
Securities and Futures Commission. In addition, UBS Securities
Hong Kong Limited is supervised by the Hong Kong Stock
Exchange and the Hong Kong Futures Exchange.

Financial crime prevention

Combating money laundering and terrorist financing has been a
major focus of government policies relating to financial
institutions in recent years. The US Bank Secrecy Act and other
laws and regulations require the maintenance of effective
policies, procedures and controls to detect, prevent and report
money laundering and terrorist financing, and to verify the
identity of our clients. Failure to maintain and implement
adequate programs to prevent money laundering and terrorist
financing could result in significant legal and reputation risk.

In addition, we are subject to laws and regulations, in
jurisdictions in which we operate, prohibiting corrupt or illegal
payments to government officials and others, including the US
Foreign Corrupt Practices Act and the UK Bribery Act. We
maintain policies, procedures and internal controls intended to
comply with those regulations.

Data protection

We are subject to regulations concerning the use and protection
of customer, employee, and other personal and confidential
information. This includes provisions under Swiss law, the EU
General Data Protection Regulation (the GDPR) and laws of
other jurisdictions.

If implemented as proposed, we will become subject to a
revised Swiss data protection law, which seeks to improve data
protection for individuals by enhancing the transparency and
accountability rules for companies processing data, among other
measures. This is intended to ensure the equivalence necessary
for the continued cross-border transmission of data. We expect
the Swiss parliament to pass the revised law in 2020 and expect it
to take effect on 1 January 2021.

—» Refer to the “Risk factors” section of this report for more

information about regulatory change
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Recovery and resolution

Too-big-to-fail legislation in Switzerland requires each Swiss
systemically relevant bank (SRB) to establish an emergency plan
to avoid impending insolvency while maintaining systemic
functions. In response to these requirements in Switzerland, and
to similar requirements in other jurisdictions, UBS has developed
recovery plans and resolution strategies, as well as plans for
restructuring or winding down businesses if the firm could not
be stabilized by other measures.

In 2013, FINMA stated its preference for a single point of
entry (SPE) strategy for globally active SRBs, such as UBS, with a
bail-in at the group holding company level. UBS has since made
structural, financial and operational changes to facilitate an SPE
strategy and is confident that a resolution of the bank is
operationally executable and legally enforceable. In February
2020, FINMA published its assessment of the recovery and
resolution plans and emergency plans for Swiss SRBs. FINMA
confirmed that our Swiss emergency plan is effective, subject to
a further reduction of its joint and several liabilities. In addition,
FINMA confirmed that UBS has completed important measures
and made considerable progress with respect to its global
resolvability.

UBS’s crisis management framework

There are three key governance bodies within the UBS Group
crisis management framework (see the chart below), which take

UBS crisis management framework

responsibility and action depending on the nature of the stress

incident and the scale of the response needed.

— For incident, risk and crisis management, the Group Crisis
Management Committee works with incident management
teams who provide monitoring and early warning indicators
to management at a local or regional level, without the need
to activate protocols at the Group level. In the event that any
local response is insufficient, global task forces and crisis
management teams provide decision-making guidance and
coordination, including crisis management plans, protocols
and playbooks, as well as contingency funding plans.

— The Group Executive Board (the GEB) and the Board of
Directors (the BoD) of the Group would evaluate and decide
upon the need to activate the Global Recovery Plan (the GRP)
were a stress event to reach a severity that required such
decision making, according to the risk indicators identified in
the GRP.

— FINMA has the authority to determine whether the point of
impending insolvency as defined by Swiss law has been
reached and, in such instances, as part of the resolution
strategy, has the power to order the bail-in of creditors to
recapitalize and stabilize the Group, limit payments of
dividends and interest, alter our legal structure, take actions
to reduce business risk, as well as to order a restructuring of
the bank.

Incident management

Support/ Infrastructure

Business as usual

Monitoring and early
warning indicators

Crisis management
Plans 9

IIE;

Level of stress

Liquidity
triggers

Operational risk
framework triggers

Risk and crisis management

protocols and playbooks

Recovery and resolution

Governance bod
Group Crisis Management Committee GEB and BoD >
Execution bod| _ _

Business continuity management teams

Resolution
strategies

B

Point of non-viability
L4

Contingency
funding plans

3 E

Recovery
plans

Recovery
triggers

Scale of response needed >
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Our strategy, business model and environment
Regulation and supervision

Global Recovery Plan

The Global Recovery Plan (the GRP) provides UBS’s senior
management with a tool to respond to early warning indicators
and identifies measures to restore financial strength should UBS
come under severe capital and/or liquidity stress.

Defined quantitative and qualitative triggers are monitored
daily and are subject to predefined governance and escalation
processes. Fully actionable recovery options are available and
provide a firm basis for the GEB Recovery Task Force for decision
making in recovery. Recovery options have defined execution
owners and playbooks with the following objectives:

— capital preservation, such as reduction of future dividends,
incentive compensation reductions;

— capital raising, such as issuance of mandatory convertible
instruments; and

— raising funding, disposal or wind-down of businesses.

Total loss-absorbing capacity of UBS Group, USD 89.6 billion

Global Resolution Strategy

The Global Resolution Strategy (the GRS) sets out measures that
can be taken by FINMA to resolve UBS in an orderly manner, in
the event that the recovery process is not successful and the
Group enters into resolution. UBS submits the GRS to FINMA,
which has the ultimate authority and responsibility to execute the
resolution, in cooperation with the Swiss National Bank, the
Federal Department of Finance and other key authorities through
a Crisis Management Group. The SPE bail-in strategy would
involve the write-down of remaining equity, additional tier 1 and
tier 2 instruments of the Group, as well as the bail-in of total
loss-absorbing (TLAC)-eligible senior unsecured bonds at the UBS
Group AG level. At the same time, an internal recapitalization of
the affected subsidiaries would be executed, allowing the
subsidiaries to transmit incurred losses to the parent bank, UBS
AG, and ultimately to UBS Group AG. Post-resolution
restructuring measures could include the potential wind-down of
businesses and assets, as well as business disposals. Preparatory
work is ongoing. Overall, FINMA confirmed that UBS has already
taken important preparatory steps and has thus made
considerable progress with respect to its global resolvability.

As of 31.12.2019, USD billion

Going concern capital Gone concern capital
UBS Group AG 51.9 UBS Group AG UBS Group AG 37.8
Common equity tier 1 capital 35.6 TLAC-eligible senior unsecured debt 30.3
Going concern additional tier 1 capital 16.3 Tier 2 capital 7.4
A _
g
S 5
@ 52
@ o L
g £3
— =
2
S
UBS Americas Holding LLC UBS Switzerland AG UBS Europe SE ~
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Local plans

The UBS US resolution plan sets out the steps which could be
taken to resolve the UBS Americas Holding LLC group in the
event that the US sub-group suffered material financial distress
and the Group was either unable or unwilling to provide
financial support. As required by the US resolution planning
regulations, our US plan contemplates that UBS Americas
Holding LLC will commence a bankruptcy proceeding in the US.
Prior to commencement of the proceeding, the plan
contemplates that UBS Americas Holding LLC would
downstream financial resources to its subsidiaries to facilitate the
orderly wind-down or disposal of businesses.

Subsequent to the cross-border merger of UBS Limited into
UBS Europe SE, the enlarged European operating subsidiary is in
the process of developing resolution planning according to
Single Resolution Board requirements. In view of the relatively
small size of UBS Europe SE compared with the overall Group,

emphasis is placed on the GRP and GRS to provide the tools
necessary to recapitalize and restructure the company in the
event of material financial distress.

The Swiss emergency plan demonstrates how UBS's
systemically important functions and critical operations can
continue in the event that a successful restructuring of the
Group is deemed not to be successful. This is achieved mainly by
maintaining UBS Switzerland AG as a separate legal entity.
FINMA has confirmed that the Swiss emergency plan is effective,
subject to a further reduction of its joint and several liabilities.

Other local recovery and resolution plans exist for various
Group entities and jurisdictions. They illustrate how local
operations benefit from the GRP and the GRS, and also support
the global plans. UBS’s operational continuity planning is
intended to ensure the uninterrupted provision of critical services
even if certain Group entities are discontinued in a crisis.
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Our strategy, business model and environment
Regulatory and legal developments

Regulatory and legal developments

Switzerland

Swiss Federal Council adopts new rules on gone concern capital

for G-SIBs

In November 2019, the Swiss Federal Council adopted
amendments to the Capital Adequacy Ordinance, which became
effective 1 January 2020. The revisions introduce gone concern
capital requirements for Switzerland-based intermediate parent
banks of global systemically important banks (G-SIBs) on a
standalone basis. As a consequence, UBS AG will be subject to:
() a gone concern capital requirement on its third-party
exposure on a standalone basis; (i) an additional gone concern
capital buffer requirement equal to 30% of the Group’s gone
concern capital requirement on UBS AG’s consolidated
exposure; and (iii) a gone concern capital requirement equal to
the nominal value of the gone concern instruments issued by
UBS entities and held by the parent bank. A transitional period
until 2024 will be granted for the buffer requirement.

Based on current estimates, and once the new requirements
have been fully phased in, we expect the UBS Group to be
required to maintain a gone concern leverage ratio of around
75-100 basis points higher than what would be required to
meet the Group requirements alone. The actual total
loss-absorbing capital Group requirement at the end of the
transition phase will depend on a number of components,
including the subsidiaries’ loss-absorbing capacity at the time.

The revisions also reduced the gone concern requirement of
UBS Switzerland AG to 62% of the Group’s gone concern
requirement (before rebate) and increased the minimum gone
concern requirement for the Group (after rebate) from 3% to

3.75% (based on leverage ratio denominator), effective
1 January 2022.
Finally, instruments available to meet gone concern

requirements remain eligible until one year before maturity;
however, the current haircut of 50% in the last year of eligibility
is no longer applied under the revised rules.
— Refer to the “Capital management” section of this report for
more information about the currently applicable requirements

Swiss corporate tax reform

In May 2019, the Swiss electorate approved corporate tax
reform measures that abolish preferential corporate tax regimes
and introduce a series of tax measures aligned with Organisation
for Economic Co-operation and Development (OECD) standards,
while seeking to maintain Switzerland’s competitiveness as a

business location. The federal changes resulting from this tax
reform do not have a significant effect on the tax expenses for
the Group, as increases resulting from the reform are largely
offset by tax rate reductions and other changes at the cantonal
level. The federal reform became effective on 1 January 2020.

The reform measures also provide that for Switzerland-
domiciled companies with shares listed on a stock exchange no
more than 50% of dividends may be, and at least 50% of share
repurchases for redemption must be, paid out of capital
contribution reserves, with the remainder required to be paid
from retained earnings. As a result, at least 50% of all dividends
paid after 1 January 2020, including dividends in respect of the
financial year 2019, will be paid from retained earnings, and will
be subject to a 35% Swiss withholding tax. As of 31 December
2019, UBS held CHF 13 billion in approved capital contribution
reserves for potential future distributions to shareholders, either
in the form of dividends or share repurchases.

Separately, following a change in Swiss tax law as of
1 January 2019 that applies to holding companies of systemically
relevant banks issuing loss-absorbing additional tier 1 or total
loss-absorbing capacity (TLAC)-eligible senior unsecured debt
instruments, UBS will no longer issue such instruments out of
UBS Group Funding (Switzerland) AG and existing instruments
were migrated to UBS Group AG in October 2019.

EU equivalence for Swiss trading venues

In June 2019, the European Commission decided not to extend
its equivalence decision for Swiss trading venues beyond the end
of June 2019, citing a perceived lack of progress toward the
conclusion of an institutional framework agreement between
Switzerland and the EU as the reason for this decision.

In reaction, the Swiss Federal Council activated a contingency
measure to protect the Swiss stock exchange infrastructure,
effective as of 1 July 2019. The Swiss measure introduced a
recognition requirement for foreign trading venues that admit
shares issued by Swiss incorporated companies to trading, with
EU trading venues having their recognition revoked due to the
lack of reciprocity. To comply with this measure, trading in Swiss
shares on EU trading venues ceased and was redirected to Swiss
trading venues as of 1 July 2019, as permitted under EU law in
the absence of eligible EU trading venues.

We prepared for this scenario and, as of 1 July 2019, routed
relevant trade flows in Swiss shares from EU to Swiss trading
venues, with limited adjustment costs for UBS.
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Swiss National Bank adjustment to the zero interest rate
exemption threshold

In September 2019, the Swiss National Bank (the SNB)
announced adjustments to the calculation of the amount of
sight deposits at the SNB that are exempt from negative interest
rates. The exemption threshold has been increased from 20 to
25 times each bank’s minimum requirement. In addition, the
threshold will be updated on a monthly basis. These changes
came into effect on 1 November 2019. The SNB communicated
that this decision was taken based on the assumption that the
low interest rate environment around the world will persist for
some time. In its December 2019 monetary policy assessment,
the SNB left its previously announced policy measures
unchanged. UBS maintains significant sight deposits at the SNB.
The adjustments to the exemption threshold calculation benefit
our net interest income.

Swiss Federal Council communicated its intention to bring the
NSFR into force by mid-2021

Having delayed the introduction of net stable funding ratio (NSFR)
requirements in Switzerland over the previous two years to align
with developments in the EU and the US, the Swiss Federal
Council communicated its intention in November 2019 to adopt
the associated ordinance amendments in early summer 2020, and
bring them into force by mid-2021. The Federal Department of
Finance was mandated to finalize the regulatory texts jointly with
relevant stakeholders, including affected banks, in the coming
months. If implemented as originally proposed in the 2017
consultation, the introduction of the NSFR could result in a
significant increase in long-term funding requirements on a legal
entity level.

Automatic exchange of information

In September 2019, as a consequence of the automatic
exchange of information (AEl) introduced in Switzerland as of
1 January 2017, the Swiss Federal Tax Administration exchanged
information on financial accounts with 75 countries. With 63 of
these countries, the exchange was reciprocal. In the case of 12
countries, Switzerland received information, but did not provide
any, either because those countries do not yet meet the
international requirements on confidentiality and data security
(Belize, Bulgaria, Costa Rica, Curacao, Cyprus, Montserrat,
Romania and Saint Vincent and the Grenadines) or because they
chose not to receive data (Bermuda, the British Virgin Islands,
the Cayman Islands, and the Turks and Caicos Islands). The
Federal Tax Administration sent information on around 3.1
million financial accounts to the partner states and received
information on around 2.4 million from them. Subject to the
exchange are identification, account and financial information,
including name, address, state of residence and tax identification
number, as well as information concerning the reporting
financial institution, account balance, income payments and
gross proceeds. UBS is committed to full compliance with its AEI
obligations.

Tightened self-regulation for income-producing real estate

In  August 2019, FINMA approved the Swiss Bankers
Association’s revised self-regulation on mortgage lending for
income-producing real estate. The revisions increase the
minimum equity required for new and increased mortgages on
these properties, from 10% to 25% of the market value at
origination, and require mortgages to amortize to two-thirds of
the market value at origination within 10 years (previously 15
years). UBS Switzerland AG is subject to the revised self-
regulation that came into effect on 1 January 2020. We expect
the overall effect on UBS to be limited.

Europe

Update on the UK's withdrawal from the EU

Based on recent developments, the UK and EU are expected to
negotiate the terms of their future relationship during a
transition period intended to end 31 December 2020, including
the granting of equivalence determinations for the UK under
existing EU financial services legislation.

UBS implemented contingency plans through the combined
UK business transfer and cross-border merger of UBS Limited
into UBS Europe SE (UBS ESE) in March 2019.

The European Commission has confirmed an extension of the
temporary equivalence for UK central counterparties (CCPs) until
31 January 2021. Should the UK exit the transition period
without the necessary equivalence determination in place, UBS
ESE’s exposures to UK CCPs would need to be migrated to an
EU CCP ahead of the 31 January 2021 deadline. In the absence
of an agreement on the future EU-UK relationship or
equivalence determinations covering relevant financial services,
however, the industry would face a number of market structure
issues that await resolution between the UK and EU in 2020,
such as the operation of the derivatives and share trading
obligations under the EU’s Markets in Financial Instruments
Directive Il (MiFID 1I).

UK operational resilience requirements

In December 2019, the UK regulators (the Bank of England, the
Prudential Regulation Authority (the PRA) and the Financial
Conduct Authority) issued a consultation on their operational
resilience expectations for banks and financial market
infrastructures (FMIs). To complement this, the PRA is also
consulting on outsourcing and third-party risk management
requirements.

The proposals will require firms and FMIs to identify their key
business services and set impact tolerances (i.e., the maximum
level of disruption that would be tolerated) for each one. Firms
will also be required to test their ability to deliver important
business services within impact tolerances in severe but plausible
scenarios.

UBS is in the process of adapting its existing operational
resilience framework to the new methodology set out in the
consultations. Impact tolerances will be clearly defined and
scenarios will be designed and implemented to test our controls
and maintain operations within those impact tolerances.
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Our strategy, business model and environment
Regulatory and legal developments

International

Developments on anti-money laundering

There has been increasing focus on anti-money laundering
(AML), including on international collaboration, supervisory
information sharing, and on divergences in the criteria and
methodologies of the Financial Action Task Force (FATF).
Authorities also recognized the increased role played by
technology in facilitating AML compliance, but also in opening
new doors for malicious activities. In this context, the FATF
consulted on “Draft Guidance on Digital Identity”, which aims
to clarify how digital identity systems can be used for customer
due diligence. The FATF also updated its standards that require
crypto-exchanges to identify their customers and make that
information available to law enforcement authorities. Separately,
the Basel Committee on Banking Supervision (BCBS) consulted
on the introduction of guidelines on interaction and cooperation
between prudential and AML and counter-terrorist financing
supervision. In the EU, there has been focus on strengthening
the implementation of the EU AML rules, including via a
strengthened role of the European Banking Authority (EBA) in
rulemaking and supervision, and discussions are ongoing on a
possible creation of an EU AML Agency.

In Switzerland, the Federal Council adopted a dispatch on
amending the Anti-Money Laundering Act (the AMLA) on
26 June 2019. According to the proposal, advisors, such as
lawyers and other professionals, will be subject to the AMLA.
Additionally, using a risk-based approach, financial
intermediaries will be required to verify certain information
regarding beneficial ownership and will also be required to
periodically review client profiles to assess whether they are up-
to-date. In the US, various amendments and guidance regarding
US AML laws were introduced, including on issues such as
beneficial ownership, information sharing, privacy protections,
risk management, and examination priorities. In APAC, the FATF
and the Asia/Pacific Group on Money Laundering (the APG)
carried out an evaluation of Japan and adopted six mutual
evaluation reports which will drive AML policy development in
the region for the years to come.

Developments on data protection

There has been an increased focus on data protection regulation
and in particular on how technology is changing the context and
international coordination of data policies, in the absence of a
single global data protection regulatory body. This included
considerations for clarity regarding the ability of banks to use big
data analytics, addressing privacy and security concerns aimed at
giving individuals more control over how their data is collected
and used, and smooth transfers of data across borders. In the
EU, the focus was on ongoing implementation of the General

Data Protection Regulation (the GDPR) and addressing the
inconsistencies between the GDPR and other EU legislation.
Additionally, the EBA outlined key challenges in the roll out of
big data and advanced analytics. EU-UK data transfers require
use of EU-approved standard contractual clauses in the absence
of UK and EU adequacy decisions. UBS completed a review in
2019 intended to ensure that EU-approved standard contractual
clauses are included in all relevant contracts. In Switzerland,
parliamentary debate on the fundamental revision and
modernization of the Federal Data Protection Act took place
throughout 2019 and will continue in 2020. Linked to the
revision is the Swiss Federal Council’s adoption of a dispatch to
approve the Council of Europe data protection convention. The
European Commission is expected to publish an adequacy
decision on the level of Swiss data protection compared to the
EU GDPR in the first quarter of 2020. In the US, California has
become the first state to adopt its own comprehensive
regulatory framework, the California Consumer Privacy Act.

Regulatory approaches to stablecoins
Stablecoins in general and the Libra project specifically continue
to receive significant regulatory attention.

At the international level, a G7 report identified stablecoins as
one of nine significant risks, giving rise to money laundering and
tax compliance risks. The Financial Stability Board (the FSB)
announced a review of the existing supervisory and regulatory
approaches in addressing financial stability and systemic risks of
stablecoins, and is expected to issue a consultation in April
2020. The International Organization of Securities Commissions
examined how securities legislation may apply to global
stablecoins and recommended a case-by-case approach.

In the EU, the European Commission and the Council of the
EU stated that no global stablecoin initiative should operate in
the EU until the legal, regulatory and oversight challenges and
risks have been adequately identified and addressed.

In the US, Congress introduced a bill to classify stablecoins
as securities and to regulate stablecoins under the Securities
Act of 1933.

In Switzerland, FINMA outlined its treatment of stablecoins
under Swiss supervisory law, stating that it would consider
“substance over form” and apply a principle-based and
technology-neutral approach. In addition, FINMA responded to a
request from the Libra Association, providing an initial indication
of the application of Swiss regulation, and highlighting the need
for international regulatory coordination.

In the UK, the Bank of England recommended the UK
Treasury consider adjusting the UK regulatory framework for
payments to take into account innovations, such as stablecoins,
by applying a risk-based approach and standards equivalent to
those applied to traditional payment chains.
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FSB efforts on new and emerging vulnerabilities in the financial
system and resolvability of systemically important financial
institutions (banks and CCPs)

As part of its priorities for 2020, the FSB communicated that it will
reinforce its forward-looking monitoring of developments to
identify, assess and address new and emerging vulnerabilities in
the financial system. Focus topics include developments and
financial stability considerations around fintech, regulatory issues
from global stablecoins, cross-border payment systems, interest
rate benchmark reforms, implications of the extended low interest
environment, leveraged loans and collateralized loan obligations,
as well as financial stability implications of climate change. The
FSB also pointed to remaining gaps in making resolution strategies
and plans operational with respect to banks and central
counterparties (CCPs). Regarding banks, the FSB plans to address
challenges related to finding the appropriate balance between
group-internal distribution of total loss-absorbing capacity (TLAC)
and non-pre-positioned resources and ensuring access to
temporary liquidity as needed by firms going through resolution.
Concerning CCPs, the FSB seeks to further strengthen their
resilience and resolvability by continuing its work on financial
resources and tools to support orderly resolution, with a related
consultation expected for the second quarter of 2020.

Basel lll implementation across jurisdictions

In Switzerland, the technical work on implementation of the Basel
Il rules finalized in 2017 started in the second half of 2019, led by
the Swiss Federal Department of Finance and FINMA. However,
none of the proposals have been made public so far.

The European Commission (the EC) consulted on the EU's
approach to the implementation of the remaining elements of
Basel Il (including the market risk framework, the standardized
approach to credit risk, operational risk and the output floor). The
EC is expected to publish legislative proposals by June 2020. UBS's
EU entities, principally UBS Europe SE, will be in scope of the EU
requirements. US regulators have not yet proposed rules regarding
the implementation of the remaining elements of Basel Il.

Regulators in jurisdictions relevant to UBS are committed to
meeting the BCBS implementation timeline for final Basel Ill rules
as of 1 January 2022. However, we expect the effective dates to
be later due to transition periods.

Regulatory developments related to sustainable finance

In the EU, political agreement has been reached on key elements
of the EC’s Sustainable Finance Action Plan issued in March
2018, including: (i) a sustainable finance taxonomy determining
whether an economic activity contributes to certain

environmental objectives and does no harm to others; (i)
disclosure requirements for banks that offer portfolio
management services to provide transparency on the promotion
of environmental or social characteristics and of sustainable
investments in periodic reports; and (i) two types of
benchmarks aiming to reduce the carbon footprint of a standard
investment portfolio or specifically contribute to attaining the
two degrees Celsius reduction target set out in the Paris
Agreement of 2015.

The EC also published draft rules that amend delegated acts
under MIFID Il and the Insurance Distribution Directive aiming at
obliging investment firms and insurance distributors to include
environmental, social and governance (ESG) factors and
preferences in the advice that investment firms offer to their
clients.

In Switzerland, the Federal Council created a working group
headed by the State Secretariat for International Finance (the SIF)
tasked with reviewing regulatory developments in the area of
sustainable finance, such as the impact of the EC action plan on
Switzerland. A report is expected for spring 2020 containing the
results of this review and proposals for Switzerland’s regulatory
approach to sustainable finance. The effect on UBS will depend
on the recommendations made in this report.

Separately, 2019 saw a number of developments related to
management of financial risks. In April 2019, the UK Prudential
Regulation Authority (the PRA) published a supervisory
statement on enhancing banks’ and insurers’ approaches to
managing the financial risk from climate change.

The Bank of England (the BoE) has published a discussion
paper setting out its proposed framework for the 2021 biennial
exploratory scenario (BES) exercise. The objective of the BES is to
test the resilience of the largest banks and insurers to the
physical and transition risks associated with different possible
climate scenarios, and the financial system’s exposure more
broadly to climate-related risk. The BES is the part of the BoE's
stress testing framework used to explore less well-understood
risks that are not neatly linked to the financial cycle.

In Switzerland, parliament adopted a new draft for the
revision of the CO, Act to implement the reduction goals of the
Paris Agreement until 2030. The draft contains a new provision
mandating the SNB and FINMA to assess climate-related
financial risks in the financial sector.

In Hong Kong, the Hong Kong Monetary Authority has
developed the Common Assessment Framework on Green and
Sustainable Banking for authorized institutions to conduct self-
assessments of their readiness and preparedness in managing
climate- and environment-related risks.
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Our strategy, business model and environment
Regulatory and legal developments

Developments related to the transition away from IBORs
Liquidity and activity in alternative reference rates (ARRs)
continue to develop in markets around the world, with work
progressing to resolve certain issues associated with
transitioning away from interbank offered rates (IBORs).
Regulatory authorities continue to focus on transitioning to
ARRs by the end of 2021.

In June 2019, the SNB introduced the SNB policy rate, which
replaces the previously used target range for the three-month
CHF LIBOR. The SNB policy rate signals the interest rate level
for secured short-term money market rates, with a focus on
the Swiss Average Rate Overnight (SARON). The introduction
of the SNB policy rate is also intended to foster an early
transition to SARON.

The Financial Conduct Authority and Bank of England
encourage switches from LIBOR to the Sterling Overnight Index
Average (SONIA) for sterling interest rate swaps from the first
quarter of 2020. In addition, banks need to target a stopping
point with regard to the issuance of cash products linked to
sterling LIBOR by the end of the third quarter of 2020 and a
significant reduction of the number of existing contracts in
circulation that reference the rate.

The European Central Bank published the euro short-term
rate (€STR), the ARR for EUR markets, for the first time in
October 2019.

Liquidity in the US Secured Overnight Financing Rate (SOFR)
is still developing and is concentrated among a few issuers,
primarily government-sponsored enterprises. SOFR averages
are expected to be published beginning in the first half of
2020. The US Commodity Futures Trading Commission (CFTC)
has issued no-action letters that provide relief and ensure that
market participants are not penalized as they transition from
LIBOR to ARRs.

We have a substantial number of contracts linked to IBORs.
ARRs do not currently provide a term structure, which will
require a change in the contractual terms of products currently
indexed on terms other than overnight. We have established a
cross-divisional, cross-regional governance structure and change
program to address the scale and complexity of the transition.

USA

Tailoring of regulation for foreign banks in the US
On 10 October 2019, the Federal Reserve Board adopted two
proposals that tailor how certain capital and liquidity
requirements and enhanced prudential standards apply to
foreign banking organizations (FBOs) with significant US
operations. Under the final rules, FBOs and their US intermediate
holding companies (IHCs) will be assigned to categories based
on their size measured in total assets as well as on scores
relating to four other risk-based indicators: non-bank assets, a
weighted measure of short-term wholesale funding, off-balance
sheet exposure and cross-jurisdictional activity.

Each of UBS Americas Holdings LLC (our IHC) and our
combined US operations, which include our IHC and US

branches of UBS AG, are “Category Ill” firms under the final
rule. In this category, among other things, UBS Americas
Holding LLC will continue to be: (i) required to submit its capital
plan annually; (i) subject to limitations on distributions through
the Comprehensive Capital Analysis and Review (CCAR) process;
(iii) subject to annual supervisory stress testing; and (iv) subject
to the supplementary leverage ratio. It will also become subject
to the newly applicable liquidity coverage ratio requirements and
the proposed net stable funding ratio requirements. “Category
Il firms” are now required to conduct company-run stress tests
once every two years, rather than annually, and to submit US
resolution plans once every three years.

On 9 July 2019, US regulators adopted rules intended to
simplify compliance with certain capital requirements for certain
categories of organizations, including Category Il organizations
such as UBS Americas Holding LLC.

Volcker Rule revisions

US regulators have adopted amendments (2019 Final Rule) to
their regulations implementing the Volcker Rule prohibitions on
proprietary trading and limitations on covered fund activities.
The amendments became effective 1 January 2020, with
compliance voluntary from that date and mandatory from
1 January 2021.

Among other changes, the 2019 Final Rule tailors compliance
program obligations for trading activities in tiers based on the
level of US trading assets and liabilities and relaxes certain
conditions for exemptions to the Volcker Rule restrictions to
apply to activities engaged in by foreign banking entities outside
the United States. We expect UBS will fall within the
“Significant” category, which will require UBS to maintain its
compliance program but should eliminate certain reporting
requirements.

On 30 January 2020, US regulators proposed further
amendments to their Volcker Rule regulations. The proposed
amendments would permit banking entities to engage in
additional activities with covered funds compared with the
existing regulations.

Final BEAT tax regulations issued

In December 2019, the US Treasury Department and the Internal
Revenue Service issued final regulations regarding the base
erosion and anti-abuse tax (BEAT). BEAT was introduced as part
of the Tax Cuts and Jobs Act of 2017 with the intended purpose
of preventing US corporations from unduly reducing their US
taxable income through payments to related foreign parties.
While generally retaining most features of the proposed
regulations issued in December 2018, including those that were
considered helpful to foreign banks operating through branches
and subsidiaries in the US (such as UBS), the final regulations
contain a number of meaningful clarifications and changes. We
continue to expect to have nil to limited exposure to BEAT for
the foreseeable future, primarily because payments that our US
branches and subsidiaries make to related parties outside the US
are expected to remain below the applicable BEAT thresholds.
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US Regulation Best Interest

The SEC has adopted rules and interpretations intended to
enhance customer protection of retail investors. The effective
date of these new provisions will be 30 June 2020. The new
rules are intended to align the legal requirements and mandated
disclosures for broker-dealers and investment advisers with
reasonable investor expectations, while preserving access, in
terms of choice and cost, to a variety of investment services and
products.

Regulation Best Interest elevates the standard of care for
broker-dealers from the current “suitability” requirement to a
newly defined “best interest” standard, which applies to any
securities transaction or investment strategy involving securities
offered to a retail customer and makes clear that a broker-dealer
may not put its financial interests ahead of the interests of a
retail customer when making recommendations. The regulation
also creates new disclosure requirements and additional
compliance program requirements. Implementation of these
changes will require operational and supervisory changes for
UBS’s US broker-dealers.

US Securities and Exchange Commission adopts US security-
based swaps regulations

In 2019, the SEC adopted a number of rules and rule
amendments for security-based swap dealers (SBSDs), including:
(i) capital, margin and segregation requirements; (i) record-
keeping, reporting and notification requirements; and (iii) the
application of risk mitigation techniques to uncleared portfolios
of security-based swaps. In December 2019, the SEC also
adopted rules and interpretations (effective 6 April 2020)
intended to expand and improve the framework for regulating

cross-border security-based swaps. The December 2019 rules
address registration requirements for foreign SBSDs, including
guidance on the process for obtaining substituted compliance
for non-US SBSDs. We expect that UBS AG will be required to
register as an SBSD. The date for security-based swap entities to
register with the SEC, and to comply with other securities-based
swaps regulations (including margin, capital, segregation,
record-keeping and reporting, and business conduct
requirements), is 6 October 2021.

APAC

China further opening up its financial sector

In July 2019, China’s Office of the Financial Stability and
Development Committee and the State Administration of
Foreign Exchange announced measures designed to accelerate
the opening up of the financial sector to foreign financial
institutions and investors. Measures include: the removal of
foreign ownership limits on securities, fund management and
futures companies one year earlier, in 2020; encouraging
overseas financial institutions to establish and invest in asset and
wealth management entities and currency brokers, and
participate in the bond market; and eliminating requirements
and quotas for qualified foreign investors to invest in China.

The accelerated removal of the ownership caps for securities
companies means that UBS AG is expected to be permitted to
increase its stake in UBS Securities China from the current level
of 51% to 100% from 1 December 2020. UBS Asset
Management will be permitted to apply for a fully owned
securities investment fund management company from 1 April
2020.
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Our strategy, business model and environment
Risk factors

Risk factors

Certain risks, including those described below, may affect our
ability to execute our strategy or our business activities, financial
condition, results of operations and prospects. We are inherently
exposed to multiple risks, many of which may become apparent
only with the benefit of hindsight. As a result, risks that we do
not consider to be material or of which we are not currently
aware could also adversely affect us. Within each category, the
risks that we consider to be most material are presented first.

Market and macroeconomic risks

Performance in the financial services industry is affected by
market conditions and the macroeconomic climate

Our businesses are materially affected by market and
macroeconomic conditions. Adverse changes in interest rates,
credit spreads, securities prices, market volatility and liquidity,
foreign exchange rates, commodity prices, and other market
fluctuations, as well as changes in investor sentiment, can affect
our earnings and ultimately our financial and capital positions.

A market downturn and weak macroeconomic conditions can
be precipitated by a number of factors, including geopolitical
events, global trade disruption, changes in monetary or fiscal
policy, changes in trade policies, natural disasters, pandemics,
civil unrest, acts of violence, war or terrorism. Such
developments can have unpredictable and destabilizing effects
and, because financial markets are global and highly
interconnected, even local and regional events can have
widespread effects well beyond the countries in which they
occur. For example, the outbreak of the Covid-19 virus in China,
its spread to other nations as well as quarantine and other
efforts to contain the outbreak appear to have had an adverse
economic effect on economic activity in China as well as on
industries such as travel and tourism. The future effects of the
outbreak of Covid-19 are unclear at this time. A significant rise
in the number of Covid-19 infections, infections in a wide range
of countries and regions, or a prolongation of the outbreak
could significantly adversely affect economic growth, affect
specific industries or countries or affect our employees and
business operations in affected countries. Any of these
developments may adversely affect our business or financial
results.

If individual countries impose restrictions on cross-border
payments, trade, or other exchange or capital controls, or
change their currency (for example, if one or more countries
should leave the eurozone), we could suffer losses from
enforced default by counterparties, be unable to access our own
assets, or be unable to effectively manage our risks.

Should the market experience significant volatility, a decrease
in business and client activity and market volumes could result,
which would adversely affect our ability to generate transaction
fees, commissions and margins, particularly in Global Wealth
Management and the Investment Bank, as we experienced in

the fourth quarter of 2018. A market downturn would likely
reduce the volume and valuation of assets that we manage on
behalf of clients, which would reduce recurring fee income that
is charged based on invested assets in Global Wealth
Management and Asset Management and performance-based
fees in Asset Management. Such a downturn could also cause a
decline in the value of assets that we own and account for as
investments or trading positions. In addition, reduced market
liquidity or volatility may limit trading opportunities and may
therefore reduce transaction-based income and may also impede
our ability to manage risks.

We could be materially affected if a crisis develops, regionally
or globally, as a result of disruptions in markets due to
macroeconomic or political developments, or as a result of the
failure of a major market participant. Over time, our strategic
plans have become more heavily dependent on our ability to
generate growth and revenue in emerging markets, including
China, causing us to be more exposed to the risks associated
with such markets.

Global Wealth Management derives revenues from all the
principal regions, but has a greater concentration in Asia than
many peers and a substantial presence in the US, unlike many
European peers. The Investment Bank's business is more heavily
weighted to Europe and Asia than our peers, while its derivatives
business is more heavily weighted to structured products for
wealth management clients, in particular with European and
Asian underlyings. Our performance may therefore be more
affected by political, economic and market developments in
these regions and businesses, including the effects of the Covid-
19 outbreak, than some other financial service providers.

Low and negative interest rates in Switzerland and the eurozone
could continue to negatively affect our net interest income
The continuing low or negative interest rate environment may
further erode interest margins and adversely affect the net
interest income generated by the Personal & Corporate Banking
and Global Wealth Management businesses. The Swiss National
Bank permits Swiss banks to make deposits up to a threshold at
zero interest and has recently increased this threshold. Any
reduction in or limitation on the use of this exemption from the
otherwise applicable negative interest rates could exacerbate the
effect of negative interest rates in Switzerland on our business.
Low and negative interest rates may also affect customer
behavior and hence our overall balance sheet structure.
Mitigating actions that we have taken, or may take in the future,
such as the introduction of selective deposit fees or minimum
lending rates, have resulted and may further result in the loss of
customer deposits (a key source of funding for us), net new
money outflows and a declining market share in our Swiss
lending business.
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Our shareholders’ equity and capital are also affected by
changes in interest rates. In particular, the calculation of our
Swiss pension plan’s net defined benefit assets and liabilities is
sensitive to the applied discount rate and to fluctuations in the
value of pension plan assets. Any further reduction in interest
rates may lower the discount rates and result in pension plan
deficits as a result of the long duration of corresponding
liabilities. This could lead to a corresponding reduction in our
equity and common equity tier 1 (CET1) capital.

Our credit risk exposure to clients, trading counterparties and
other financial institutions would increase under adverse
economic conditions

Credit risk is an integral part of many of our activities, including
lending, underwriting and derivatives activities. Adverse
economic or market conditions may lead to impairments and
defaults on these credit exposures. Losses may be exacerbated
by declines in the value of collateral securing loans and other
exposures. In our prime brokerage, securities finance and
Lombard lending businesses, we extend substantial amounts of
credit against securities collateral, the value or liquidity of which
may decline rapidly. Our Swiss mortgage and corporate lending
portfolios are a large part of our overall lending. We are
therefore exposed to the risk of adverse economic developments
in Switzerland, including the strength of the Swiss franc and its
effect on Swiss exports, prevailing negative interest rates by the
Swiss National Bank, economic conditions within the eurozone
or the EU, and the evolution of agreements between
Switzerland and the EU or European Economic Area, which
represent Switzerland’s largest export market. In addition, under
the IFRS 9 expected credit loss (ECL) regime, credit loss expenses
may increase rapidly at the onset of an economic downturn as a
result of higher levels of credit impairments (stage 3), as well as
higher ECL from stages 1 and 2, only gradually diminishing once
the economic outlook improves. Substantial increases in ECL
could exceed expected loss for regulatory capital purposes and
adversely affect our CET1 capital and regulatory capital ratios.

Our plans to ensure uninterrupted business dealings as the UK
withdraws from the EU may not be effective

Our plans to ensure uninterrupted business dealings as the UK
withdraws from the EU may not be effective if the UK and the EU
do not reach a deal by the end of the transition period, scheduled
to end on 31 December, 2020, resulting in disruptions across the
financial sector.

To prepare our business for the UK withdrawal from the EU,
we completed a merger of UBS Limited, our UK-based
subsidiary, into UBS Europe SE, our Germany-headquartered
European subsidiary, which is under the direct supervision of the
European Central Bank. All clients and counterparties of UBS
Limited who would not be able to be serviced by UBS AG,
London Branch following the exit of the UK from the EU have
been transferred to UBS Europe SE.

Regulators in both the UK and Europe have taken measures
to minimize business disruption in the financial sector in the
event of a no-deal scenario, including the UK implementation of
a temporary permissions regime so that firms currently using an

EU passport for business into the UK can continue operating
within the scope of their existing permissions, as well as the
recognition by EU authorities of three UK-authorized central
counterparties. Nevertheless, significant risk of a disorderly exit
of the UK from the EU remains and, should this risk materialize,
it could cause significant disruption across the financial industry
and, under extreme conditions, contribute to a weakening of
the global economy.

Currency fluctuation

We are subject to currency fluctuation risks. Although our
change from the Swiss franc to the US dollar as our functional
and presentation currency in 2018 reduces our exposure to
currency fluctuation risks with respect to the Swiss franc, a
substantial portion of our assets and liabilities are denominated
in currencies other than the US dollar. Additionally, in order to
hedge our CET1 capital ratio, our CET1 capital must have
foreign currency exposure, which leads to currency sensitivity. As
a consequence, it is not possible to simultaneously fully hedge
both the amount of capital and the capital ratio. Accordingly,
changes in foreign exchange rates may continue to adversely
affect our profits, balance sheet and capital leverage and
liquidity coverage ratios.

Regulatory and legal risks

Material legal and regulatory risks arise in the conduct of our
business

As a global financial services firm operating in more than 50
countries, we are subject to many different legal, tax and
regulatory regimes, including extensive regulatory oversight, and
are exposed to significant liability risk. We are subject to a large
number of claims, disputes, legal proceedings and government
investigations, and we expect that our ongoing business activities
will continue to give rise to such matters in the future. The extent
of our financial exposure to these and other matters is material
and could substantially exceed the level of provisions that we have
established. We are not able to predict the financial and non-
financial consequences these matters may have when resolved.

We may be subject to adverse preliminary determinations or
court decisions that may negatively affect public perception and
our reputation, result in prudential actions from regulators, and
cause us to record additional provisions for the matter even when
we believe we have substantial defenses and expect to ultimately
achieve a more favorable outcome. This risk is illustrated by the
award of aggregate penalties and damages of EUR 4.5 billion by
the court of first instance in France, which we have appealed and
will be retried in the Court of Appeal in June 2020.

Resolution of regulatory proceedings may require us to obtain
waivers of regulatory disqualifications to maintain certain
operations; may entitle regulatory authorities to limit, suspend or
terminate licenses and regulatory authorizations; and may permit
financial market utilities to limit, suspend or terminate our
participation in them. Failure to obtain such waivers, or any
limitation, suspension or termination of licenses, authorizations or
participations, could have material adverse consequences for us.
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Our strategy, business model and environment
Risk factors

Our settlements with governmental authorities in connection
with foreign exchange, London Interbank Offered Rates (LIBOR)
and other benchmark interest rates starkly illustrate the
significantly increased level of financial and reputational risk now
associated with regulatory matters in major jurisdictions. In
connection with investigations related to LIBOR and other
benchmark rates and to foreign exchange and precious metals,
very large fines and disgorgement amounts were assessed
against us, and we were required to enter guilty pleas despite
our full cooperation with the authorities in the investigations,
and despite our receipt of conditional leniency or conditional
immunity from anti-trust authorities in a number of jurisdictions,
including the US and Switzerland.

Ever since our material losses arising from the 2007-2009
financial crisis, we have been subject to a very high level of
regulatory scrutiny and to certain regulatory measures that
constrain our strategic flexibility. While we believe we have
remediated the deficiencies that led to those losses, as well as to
the unauthorized trading incident announced in September
2011, the effects on our reputation, as well as on relationships
with regulatory authorities of the LIBOR-related settlements of
2012 and settlements with some regulators of matters related to
our foreign exchange and precious metals business, as well as
the extensive efforts required to implement new regulatory
expectations, have resulted in continued scrutiny.

We are in active dialog with regulators concerning the actions
we are taking to improve our operational risk management, risk
control, anti-money laundering, data management and other
frameworks, and otherwise seek to meet supervisory
expectations, but there can be no assurance that our efforts will
have the desired effects. As a result of this history, our level of
risk with respect to regulatory enforcement may be greater than
that of some of our peers.

Substantial changes in regulation may adversely affect our
businesses and our ability to execute our strategic plans

We are subject to significant new regulatory requirements,
including recovery and resolution planning, changes in capital
and prudential standards, as well as new and revised market
standards and fiduciary duties. Notwithstanding attempts by
regulators to align their efforts, the measures adopted or
proposed for banking regulation differ significantly across the
major jurisdictions, making it increasingly difficult to manage a
global institution. In addition, Swiss regulatory changes with
regard to such matters as capital and liquidity have often
proceeded more quickly than those in other major jurisdictions,
and Switzerland's requirements for major international banks are
among the strictest of the major financial centers. This could put
Swiss banks, such as UBS, at a disadvantage when competing
with peer financial institutions subject to more lenient regulation
or with unregulated non-bank competitors.

Our implementation of additional regulatory requirements
and changes in supervisory standards, as well as our compliance
with existing laws and regulations, continue to receive
heightened scrutiny from supervisors. If we do not meet
supervisory expectations in relation to these or other matters, or
if additional supervisory or regulatory issues arise, we would

likely be subject to further regulatory scrutiny as well as
measures that might further constrain our strategic flexibility.

Resolvability and resolution and recovery planning: We have
moved significant operations into subsidiaries to improve
resolvability and meet other regulatory requirements, and this
has resulted in substantial implementation costs, increased our
capital and funding costs and reduced operational flexibility. For
example, we have transferred all of our US subsidiaries under a
US intermediate holding company to meet US regulatory
requirements, and have transferred substantially all the
operations of Personal & Corporate Banking and Global Wealth
Management booked in Switzerland to UBS Switzerland AG to
improve resolvability.

These changes, particularly the transfer of operations to
subsidiaries, require significant time and resources to implement,
and create operational, capital, liquidity, funding and tax
inefficiencies. In addition, they may increase our aggregate
credit exposure to counterparties as they transact with multiple
entities within the Group. Furthermore, our operations in
subsidiaries are subject to local capital, liquidity, stable funding,
capital planning and stress testing requirements. These
requirements have resulted in increased capital and liquidity
requirements in affected subsidiaries, which limit our operational
flexibility and negatively affect our ability to benefit from
synergies between business units and to distribute earnings to
the Group.

Under the Swiss too-big-to-fail (TBTF) framework, we are
required to put in place viable emergency plans to preserve the
operation of systemically important functions in the event of a
failure. Moreover, under this framework and similar regulations
in the US, the UK, the EU and other jurisdictions in which we
operate, we are required to prepare credible recovery and
resolution plans detailing the measures that would be taken to
recover in a significant adverse event or in the event of winding
down the Group or the operations in a host country through
resolution or insolvency proceedings. If a recovery or resolution
plan that we produce is determined by the relevant authority to
be inadequate or not credible, relevant regulation may permit
the authority to place limitations on the scope or size of our
business in that jurisdiction, or oblige us to hold higher amounts
of capital or liquidity or to change our legal structure or business
in order to remove the relevant impediments to resolution.
FINMA is expected to make a formal determination of whether
the emergency plans of Swiss systemically relevant banks are
“credible” in early 2020. As a result of this review, FINMA may
require us to amend the plan or put other measures in place.

Capital and prudential standards: As an internationally active
Swiss systemically relevant bank (an SRB), we are subject to
capital and total loss-absorbing capacity (TLAC) requirements
that are among the most stringent in the world. Moreover,
many of our subsidiaries must comply with minimum capital,
liquidity and similar requirements and, as a result, UBS Group
AG and UBS AG have contributed a significant portion of their
capital and provide substantial liquidity to these subsidiaries.
These funds are available to meet funding and collateral needs
in the relevant entities, but are generally not readily available for
use by the Group as a whole.
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We expect our risk-weighted assets (RWA) to further increase
as the effective date for capital standards promulgated by the
Basel Committee on Banking Supervision (the BCBS) draws
nearer, although the effective date of the proposals is likely to
be later than 2022 contemplated by the BCBS standard. In
addition, the Board of Governors of the Federal Reserve System
adopted two proposals last year regarding certain capital and
liquidity requirements and enhanced prudential standards
applicable to foreign banking organizations (FBOs) with
significant US operations. Under the proposal, it is expected that
UBS Americas Holding LLC would continue to be subject to
annual assessments of its capital plan through the
Comprehensive Capital Analysis and Review (CCAR) process, a
supplementary leverage ratio, newly applicable liquidity coverage
ratio requirements and new net stable funding ratio
requirements.

These additional increases in capital and liquidity standards
could significantly curtail our ability to pursue strategic
opportunities and to distribute risk.

Market requlation and fiduciary standards: Our wealth and
asset management businesses operate in an environment of
increasing regulatory scrutiny and changing standards with
respect to fiduciary and other standards of care and the focus on
mitigating or eliminating conflicts of interest between a
manager or advisor and the client, which require effective
implementation across the global systems and processes of
investment managers and other industry participants. For
example, the SEC has adopted a new Regulation Best Interest
that is intended to enhance and clarify the duties of brokers and
investment advisers to retail customers. Regulation Best Interest
will apply to a large portion of Global Wealth Management's
business in the US, and we will likely be required to materially
change business processes, policies and the terms on which we
interact with these clients in order to comply with these rules.

Previously, we have incurred substantial costs in
implementing a compliance and monitoring framework in
connection the with the Volcker Rule under the Dodd-Frank Act
and have modified our business activities both inside and outside
the US to conform to the Volcker Rule’s activity limitations. In
2019, US regulators have adopted amendments (the 2019 Final
Rule) to their regulations implementing the Volcker Rule
prohibitions on proprietary trading and limitations on covered
fund activities. The amendments were effective as of 1 January
2020 and compliance is mandatory from 1 January 2021. We
may incur additional costs in the short term to implement the
changes to the operation of our Volcker compliance program,
required by the 2019 Final Rule. However, these changes may
reduce the long-term burden on our operations. We may also
become subject to other similar regulations substantively limiting
the types of activities in which we may engage or the way we
conduct our operations.

Some of the regulations applicable to UBS AG as a registered
swap dealer with the Commodity Futures Trading Commission
(CFTC) in the US, and certain regulations that will be applicable
when UBS AG registers as a security-based swap dealer with the
US Securities and Exchange Commission (the SEC), apply to UBS

AG globally, including those relating to swap data reporting,
record-keeping, compliance and supervision. As a result, in some
cases, US rules duplicate or may conflict with legal requirements
applicable to us elsewhere, including in Switzerland, and may
place us at a competitive disadvantage to firms that are not
required to register in the US with the SEC or CFTC.

In many instances, we provide services on a cross-border
basis, and we are therefore sensitive to barriers restricting
market access for third-country firms. In particular, efforts in the
EU to harmonize the regime for third-country firms to access the
European market may have the effect of creating new barriers
that adversely affect our ability to conduct business in these
jurisdictions from Switzerland. In addition, a number of
jurisdictions are increasingly regulating cross-border activities
based on determinations of equivalence of home country
regulation, substituted compliance or similar principles of
comity. A negative determination with respect to Swiss
equivalence could limit our access to the market in those
jurisdictions and may negatively influence our ability to act as a
global firm. For example, the EU declined to extend the
equivalence determination for Swiss exchanges, which lapsed as
of 30 June 2019. Reciprocally, the regulations that Switzerland
adopted to prohibit trading of shares issued by Swiss
incorporated companies on EU venues came into effect on 1 July
2019.

UBS experienced cross-border outflows over a number of
years as a result of heightened focus by fiscal authorities on
cross-border investment and fiscal amnesty programs, in
anticipation of the implementation in Switzerland of the global
automatic exchange of tax information, and as a result of the
measures UBS has implemented in response to these changes.
Further changes in local tax laws or regulations and their
enforcement, the implementation of cross-border tax
information exchange regimes, national tax amnesty or
enforcement programs or similar actions may affect our clients’
ability or willingness to do business with us and could result in
additional cross-border outflows.

Our stated capital returns objective is based, in part, on capital
ratios that are subject to regulatory change and may fluctuate
significantly

We plan to operate with a CET1 capital ratio of around 13%
and a CET1 leverage ratio of around 3.7%. Our ability to
maintain these ratios is subject to numerous risks, including the
financial results of our businesses, the effect of changes to
capital standards, methodologies and interpretations that may
adversely affect the calculation of our CET1 ratios, the
imposition of risk add-ons or capital buffers, and the application
of additional capital, liquidity and similar requirements to
subsidiaries. The results of our businesses may be adversely
affected by events arising from other factors described herein. In
some cases, such as litigation and regulatory risk and operational
risk events, losses may be sudden and large. These risks could
reduce the amount of capital available for return to shareholders
and hinder our ability to achieve our capital returns target of a
progressive cash dividend coupled with a share repurchase
program.
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Our strategy, business model and environment
Risk factors

Capital strength is a key component of our business model.
Capital strength enables us to grow our businesses, and absorb
increases in regulatory and capital requirements. It reassures our
clients and stakeholders, forms the basis for our capital return
policy and contributes to our credit ratings. Our capital ratios are
driven primarily by RWA, the leverage ratio denominator and
eligible capital, all of which may fluctuate based on a number of
factors, some of which are outside our control.

Our eligible capital may be reduced by losses recognized
within net profit or other comprehensive income. Eligible capital
may also be reduced for other reasons, including acquisitions
which change the level of goodwill, changes in temporary
differences related to deferred tax assets included in capital,
adverse currency movements affecting the value of equity,
prudential adjustments that may be required due to the
valuation uncertainty associated with certain types of positions,
and changes in the value of certain pension fund assets and
liabilities or in the interest rate and other assumptions used to
calculate the changes in our net defined benefit obligation
recognized in other comprehensive income.

RWA are driven by our business activities, by changes in the risk
profile of our exposures, by changes in our foreign currency
exposures and foreign exchange rates, and by regulation. For
instance, substantial market volatility, a widening of credit
spreads, adverse currency movements, increased counterparty risk,
deterioration in the economic environment or increased
operational risk could result in an increase in RWA. We have
significantly reduced our market risk and credit risk RWA in recent
years. However, increases in operational risk RWA, particularly
those arising from litigation, regulatory and similar matters, and
regulatory changes in the calculation of RWA, and regulatory add-
ons to RWA, have offset a substantial portion of this reduction.
Changes in the calculation of RWA, the imposition of additional
supplemental RWA charges or multipliers applied to certain
exposures and other methodology changes, as well as the
implementation of the capital standards promulgated by the Basel
Committee on Banking Supervision, which will take effect in
2022, could substantially increase our RWA.

The leverage ratio is a balance sheet-driven measure and
therefore limits balance sheet-intensive activities, such as
lending, more than activities that are less balance sheet
intensive, and it may constrain our business even if we satisfy
other risk-based capital requirements. Our leverage ratio
denominator is driven by, among other things, the level of client
activity, including deposits and loans, foreign exchange rates,
interest rates and other market factors. Many of these factors
are wholly or partly outside of our control.

The effect of taxes on our financial results is significantly
influenced by tax law changes and reassessments of our
deferred tax assets

Our effective tax rate is highly sensitive to our performance, our
expectation of future profitability and statutory tax rates. Based
on prior years’ tax losses, we have recognized deferred tax assets
(DTAs) reflecting the probable recoverable level based on future
taxable profit as informed by our business plans. If our

performance is expected to produce diminished taxable profit in
future years, particularly in the US, we may be required to write
down all or a portion of the currently recognized DTAs through
the income statement in excess of anticipated amortization. This
would have the effect of increasing our effective tax rate in the
year in which any write-downs are taken. Conversely, if we
expect the performance of entities in which we have
unrecognized tax losses to improve, particularly in the US or the
UK, we could potentially recognize additional DTAs. The effect
of doing so would be to reduce our effective tax rate in years in
which additional DTAs are recognized and to increase our
effective tax rate in future years. Our effective tax rate is also
sensitive to any future reductions in statutory tax rates,
particularly in the US, which would cause the expected future
tax benefit from items such as tax loss carry-forwards in the
affected locations to diminish in value. This, in turn, would cause
a write-down of the associated DTAs. For example, the
reduction in the US federal corporate tax rate to 21% from 35%
introduced by the US Tax Cuts and Jobs Act (TCJA) resulted in a
USD 2.9 billion net write-down in the Group’s DTAs in the
fourth quarter of 2017.

We generally revalue our DTAs in the fourth quarter of the
financial year based on a reassessment of future profitability
taking into account our updated business plans. We consider the
performance of our businesses and the accuracy of historical
forecasts, tax rates and other factors in evaluating the
recoverability of our DTAs, including the remaining tax loss
carry-forward period and our assessment of expected future
taxable profits over the life of DTAs. Estimating future
profitability is inherently subjective and is particularly sensitive to
future economic, market and other conditions, which are
difficult to predict.

Our results in past years have demonstrated that changes in
the recognition of DTAs can have a very significant effect on our
reported results. Any future change in the manner in which UBS
remeasures DTAs could affect UBS's effective tax rate,
particularly in the year in which the change is made.

Our full-year effective tax rate could change if aggregate tax
expenses in respect of profits from branches and subsidiaries
without loss coverage differ from what is expected, or if
branches and subsidiaries generate tax losses that we cannot
benefit from through the income statement. In particular, losses
at entities or branches that cannot offset for tax purposes
taxable profits in other group entities, and which do not result in
additional DTA recognition, may increase our effective tax rate.
In addition, tax laws or the tax authorities in countries where we
have undertaken legal structure changes may prevent the
transfer of tax losses incurred in one legal entity to newly
organized or reorganized subsidiaries or affiliates or may impose
limitations on the utilization of tax losses that relate to
businesses formerly conducted by the transferor. Were this to
occur in situations where there were also limited planning
opportunities to utilize the tax losses in the originating entity,
the DTAs associated with such tax losses may be required to be
written down through the income statement.
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Changes in tax law may materially affect our effective tax
rate, and, in some cases, may substantially affect the profitability
of certain activities. In addition, statutory and regulatory
changes, as well as changes to the way in which courts and tax
authorities interpret tax laws, including assertions that we are
required to pay taxes in a jurisdiction as a result of activities
connected to that jurisdiction constituting a permanent
establishment or similar theory, and changes in our assessment
of uncertain tax positions, could cause the amount of taxes we
ultimately pay to materially differ from the amount accrued.

Discontinuance of, or changes to, benchmark rates may require
adjustments to our agreements with clients and other market
participants, as well as to our systems and processes

Since April 2013, the UK Financial Conduct Authority (the FCA)
has regulated LIBOR, and regulators in other jurisdictions have
increased oversight of other interbank offered rates (IBORs) and
similar benchmark rates. Efforts to transition from IBORs to
alternative benchmark rates are underway in several
jurisdictions. The FCA announced in July 2017 that it will not
continue beyond 2021 to regulate LIBOR or take other actions to
sustain LIBOR, and urged users to plan the transition to
alternative reference rates. As a result, there can be no
guarantee that LIBOR will be determined after 2021 on the same
basis as at present, if at all.

Liquidity and activity in alternative reference rates (ARRs)
continue to develop in markets globally, with work progressing
to resolve certain issues associated with transitioning away from
IBORs. Regulatory authorities continue to focus on transitioning
to ARRs by the end of 2021. The Alternative Reference Rates
Committee is considering potential legislative solutions that
would mitigate legal risks related to legacy contracts in the event
of IBOR discontinuation. In addition, in October 2019, the US
Treasury Department and Internal Revenue Service published
proposed regulations providing tax relief related to issues that
may arise as a result of the modification of debt, derivative, and
other financial contracts from LIBOR-based language to ARRs.
The European Central Bank published the euro short-term rate,
the risk-free rate for euro markets, for the first time on
2 October 2019, reflecting trading activity on 1 October 2019.
The Bank of England Working Group on Sterling Risk-Free
Reference Rates continues to be supportive of the development
of a term (Sterling Overnight Index Average) reference rate.

We have a substantial number of contracts linked to IBORs.
ARRs do not currently provide a term structure, which will
require a change in the contractual terms of products currently
indexed on terms other than overnight. In some cases, contracts
may contain provisions intended to provide a fallback interest
rate in the event of a brief unavailability of the relevant IBOR.
These provisions may not be effective or may produce arbitrary

results in the event of a permanent cessation of the relevant
IBOR. In addition, numerous of our internal systems, limits and
processes make use of IBORs as reference rates. Transition to
replacement reference rates will require significant investment
and effort.

If UBS experiences financial difficulties, FINMA has the power to
open restructuring or liquidation proceedings or impose
protective measures in relation to UBS Group AG, UBS AG or
UBS Switzerland AG, and such proceedings or measures may
have a material adverse effect on UBS’s shareholders and
creditors

Under the Swiss Banking Act, FINMA is able to exercise broad
statutory powers with respect to Swiss banks and Swiss parent
companies of financial groups, such as UBS Group AG, UBS AG
and UBS Switzerland AG, if there is justified concern that the
entity is over-indebted, has serious liquidity problems or, after
the expiration of any relevant deadline, no longer fulfills capital
adequacy requirements. Such powers include ordering protective
measures, instituting restructuring proceedings (and exercising
any Swiss resolution powers in connection therewith), and
instituting liquidation proceedings, all of which may have a
material adverse effect on shareholders and creditors or may
prevent UBS Group AG, UBS AG or UBS Switzerland AG from
paying dividends or making payments on debt obligations.

UBS would have limited ability to challenge any such
protective measures, and creditors and shareholders would have
no right under Swiss law or in Swiss courts to reject them, seek
their suspension, or challenge their imposition, including
measures that require or result in the deferment of payments.

If restructuring proceedings are opened with respect to UBS
Group AG, UBS AG or UBS Switzerland AG, the resolution
powers that FINMA may exercise include the power to: (i)
transfer all or some of the assets, debt and other liabilities, and
contracts of the entity subject to proceedings to another entity;
(ii) stay for a maximum of two business days (a) the termination
of, or the exercise of rights to terminate, netting rights, (b) rights
to enforce or dispose of certain types of collateral or (c) rights to
transfer claims, liabilities or certain collateral, under contracts to
which the entity subject to proceedings is a party; and/or (iii)
partially or fully write down the equity capital and, if such equity
capital is fully written down, convert into equity or write down
the capital and other debt instruments of the entity subject to
proceedings. Shareholders and creditors would have no right to
reject, or to seek the suspension of, any restructuring plan
pursuant to which such resolution powers are exercised. They
would have only limited rights to challenge any decision to
exercise resolution powers or to have that decision reviewed by
a judicial or administrative process or otherwise.
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Our strategy, business model and environment
Risk factors

Upon full or partial write-down of the equity and debt of the
entity subject to restructuring proceedings, the relevant
shareholders and creditors would receive no payment in respect
of the equity and debt that is written down, the write-down
would be permanent, and the investors would not, at such time
or at any time thereafter, receive any shares or other
participation rights, or be entitled to any write-up or any other
compensation in the event of a potential recovery of the debtor.
If FINMA orders the conversion of debt of the entity subject to
restructuring proceedings into equity, the securities received by
the investors may be worth significantly less than the original
debt and may have a significantly different risk profile, and such
conversion would also dilute the ownership of existing
shareholders. In addition, creditors receiving equity would be
effectively subordinated to all creditors of the restructured entity
in the event of a subsequent winding up, liquidation or
dissolution of the restructured entity, which would increase the
risk that investors would lose all or some of their investment.

FINMA has significant discretion in the exercise of its powers
in connection with restructuring proceedings. Furthermore,
certain categories of debt obligations, such as certain types of
deposits, are subject to preferential treatment. As a result,
holders of obligations of an entity subject to a Swiss
restructuring proceeding may have their obligations written
down or converted into equity even though obligations ranking
on par with or junior to such obligations are not written down
or converted.

Our financial results may be negatively affected by changes to
assumptions and valuations, as well as changes to accounting
standards
We prepare our consolidated financial statements in accordance
with International Financial Reporting Standards (IFRS). The
application of these accounting standards requires the use of
judgment based on estimates and assumptions that may involve
significant uncertainty at the time they are made. This is the
case, for example, with respect to the measurement of fair value
of financial instruments, the recognition of deferred tax assets,
the assessment of the impairment of goodwill, expected credit
losses and estimation of provisions for contingencies, including
litigation, regulatory and similar matters. Such judgments,
including the underlying estimates and assumptions, which
encompass historical experience, expectations of the future and
other factors, are regularly evaluated to determine their
continuing relevance based on current conditions. Using
different assumptions could cause the reported results to differ.
Changes in assumptions, or failure to make the changes
necessary to reflect evolving market conditions, may have a
significant effect on the financial statements in the periods when
changes occur. Estimates of provisions for contingencies may be
subject to a wide range of potential outcomes and significant
uncertainty. For example, the broad range of potential outcomes
in UBS AG's proceeding in France increases the uncertainty
associated with assessing the appropriate provision. If the
estimates and assumptions in future periods deviate from the
current outlook, UBS AG’'s financial results may also be
negatively affected.

Changes to IFRS or interpretations thereof may cause future
reported results and financial position to differ from current
expectations, or historical results to differ from those previously
reported due to the adoption of accounting standards on a
retrospective basis. Such changes may also affect our regulatory
capital and ratios. For example, we adopted IFRS 9 effective
1 January 2018, which required us to change the accounting
treatment of financial instruments measured at amortized cost
and certain other positions, to record loans from inception net
of expected credit loss (ECL) allowances and provisions instead
of recording credit losses on an incurred loss basis. This may
result in a significant increase in recognized credit loss
allowances in the future and greater volatility in the income
statement as ECL changes in response to developments in the
credit cycle and composition of our loan portfolio. The effect
may be more pronounced in a deteriorating economic
environment.

Strategy, management and operations risks

We may not be successful in the ongoing execution of our
strategic plans

We have transformed UBS to focus on our Global Wealth
Management business and our universal bank in Switzerland,
complemented by Asset Management and a significantly smaller
and more capital-efficient Investment Bank; we have
substantially reduced the risk-weighted assets and leverage ratio
denominator usage in Corporate Center; and made significant
cost reductions. Risk remains that going forward we may not
succeed in executing our strategy or achieving our performance
targets, or may be delayed in doing so. Macroeconomic
conditions, geopolitical uncertainty, changes to regulatory
requirements and the continuing costs of meeting these
requirements have prompted us to adapt our targets and
ambitions in the past and we may need to do so again in the
future.

To achieve our strategic plans, we expect to continue to make
significant expenditures on technology and infrastructure to
improve client experience, improve and further enable digital
offerings and increase efficiency. Our investments in new
technology may not fully achieve our objectives or improve our
ability to attract and retain customers. In addition, we will likely
face competition in providing digitally enabled offerings from
both existing competitors and new financial service providers in
various portions of the value chain. For example, technological
advances and the growth of e-commerce have made it possible
for e-commerce firms and other companies to offer products
and services that were traditionally offered only by banks. These
advances have also allowed financial institutions and other
companies to provide digitally based financial solutions,
including electronic securities trading, payments processing and
online automated algorithmic-based investment advice at a low
cost to their customers. We may have to lower our prices, or risk
losing customers as a result. Our ability to develop and
implement competitive digitally enabled offerings and processes
will be an important factor in our ability to compete.
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As part of our strategy, we seek to improve our operating
efficiency, in part by controlling our costs. We may not be able
to identify feasible cost reduction opportunities that are
consistent with our business goals and cost reductions may be
realized later or may be smaller than we anticipate. Higher
temporary and permanent regulatory costs and higher business
demand than anticipated have partly offset cost reductions and
delayed the achievement of our past cost reduction targets, and
we could continue to be challenged in the execution of our
ongoing efforts to improve operating efficiency.

Changes in our workforce as a result of outsourcing,
nearshoring, offshoring, insourcing or staff reductions may
introduce new operational risks that, if not effectively addressed,
could affect our ability to achieve cost and other benefits from
such changes, or could result in operational losses.

As we implement effectiveness and efficiency programs, we
may also experience unintended consequences, such as the
unintended loss or degradation of capabilities that we need in
order to maintain our competitive position, achieve our targeted
returns or meet existing or new regulatory requirements and
expectations.

Operational risks affect our business
Our businesses depend on our ability to process a large number
of transactions, many of which are complex, across multiple and
diverse markets in different currencies, to comply with
requirements of many different legal and regulatory regimes to
which we are subject and to prevent, or promptly detect and
stop, unauthorized, fictitious or fraudulent transactions. We also
rely on access to, and on the functioning of, systems maintained
by third parties, including clearing systems, exchanges,
information processors and central counterparties. Any failure of
our or third-party systems could have an adverse effect on us.
Our operational risk management and control systems and
processes are designed to help ensure that the risks associated
with our activities — including those arising from process error,
failed execution, misconduct, unauthorized trading, fraud,
system failures, financial crime, cyberattacks, breaches of
information security, inadequate or ineffective access controls
and failure of security and physical protection — are appropriately
controlled. If our internal controls fail or prove ineffective in
identifying and remedying these risks, we could suffer
operational failures that might result in material losses, such as
the substantial loss we incurred from the unauthorized trading
incident announced in September 2011.

We use automation as part of our efforts to improve
efficiency, reduce the risk of error and improve our client
experience. We intend to expand the use of robotic processing,

machine learning and artificial intelligence to further these goals.
Use of these tools presents their own risks, including the need
for effective design and testing; the quality of the data used for
development and operation of machine learning and artificial
intelligence tools may adversely affect their functioning and
result in errors and other operational risks.

We and other financial services firms have been subject to
breaches of security and to cyber- and other forms of attack,
some of which are sophisticated and targeted attacks intended
to gain access to confidential information or systems, disrupt
service or destroy data. These attacks may be attempted through
the introduction of viruses or malware, phishing and other forms
of social engineering, distributed denial of service attacks and
other means. These attempts may occur directly, or using
equipment or security passwords of our employees, third-party
service providers or other users. In addition to external attacks,
we have experienced loss of client data from failure by
employees and others to follow internal policies and procedures
and from misappropriation of our data by employees and others.
We may not be able to anticipate, detect or recognize threats to
our systems or data and our preventative measures may not be
effective to prevent an attack or a security breach. In the event
of a security breach, notwithstanding our preventative measures,
we may not immediately detect a particular breach or attack.
Once a particular attack is detected, time may be required to
investigate and assess the nature and extent of the attack. A
successful breach or circumvention of security of our systems or
data could have significant negative consequences for us,
including disruption of our operations, misappropriation of
confidential information concerning us or our customers,
damage to our systems, financial losses for us or our customers,
violations of data privacy and similar laws, litigation exposure
and damage to our reputation.

We are subject to complex and frequently changing laws and
regulations governing the protection of client and personal data,
such as the EU General Data Protection Regulation. Ensuring
that we comply with applicable laws and regulations when we
collect, use and transfer personal information requires
substantial resources and may affect the ways in which we
conduct our business. In the event that we fail to comply with
applicable laws, we may be exposed to regulatory fines and
penalties and other sanctions. We may also incur such penalties
if our vendors or other service providers or clients or
counterparties fail to comply with these laws or to maintain
appropriate controls over protected data. In addition, any loss or
exposure of client or other data may adversely damage our
reputation and adversely affect our business.
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Our strategy, business model and environment
Risk factors

A major focus of US and other countries’ governmental
policies relating to financial institutions in recent years has been
on fighting money laundering and terrorist financing. We are
required to maintain effective policies, procedures and controls
to detect, prevent and report money laundering and terrorist
financing, and to verify the identity of our clients under the laws
of many of the countries in which we operate. We are also
subject to laws and regulations related to corrupt and illegal
payments to government officials by others, such as the US
Foreign Corrupt Practices Act and the UK Bribery Act. We have
implemented policies, procedures and internal controls that are
designed to comply with such laws and regulations.
Notwithstanding this, US regulators have found deficiencies in
the design and operation of anti-money laundering programs in
our US operations. We have undertaken a significant program to
address these regulatory findings with the objective of fully
meeting regulatory expectations for our programs. Failure to
maintain and implement adequate programs to combat money
laundering, terrorist financing or corruption, or any failure of our
programs in these areas, could have serious consequences both
from legal enforcement action and from damage to our
reputation. Frequent changes in sanctions imposed and
increasingly complex sanctions imposed on countries, entities
and individuals increase our cost of monitoring and complying
with sanctions requirements and increase the risk that we will
not identify in a timely manner previously permissible client
activity that is subject to a sanction.

As a result of new and changed regulatory requirements and
the changes we have made in our legal structure, the volume,
frequency and complexity of our regulatory and other reporting
has significantly increased. Regulators have also significantly
increased expectations regarding our internal reporting and data
aggregation, as well as management reporting. We have incurred
and continue to incur significant costs to implement infrastructure
to meet these requirements. Failure to meet external reporting
requirements accurately and in a timely manner or failure to meet
regulatory expectations of internal reporting, data aggregation
and management reporting could result in enforcement action or
other adverse consequences for us.

Certain types of operational control weaknesses and failures
could also adversely affect our ability to prepare and publish
accurate and timely financial reports.

In addition, despite the contingency plans that we have in
place, our ability to conduct business may be adversely affected
by a disruption in the infrastructure that supports our businesses
and the communities in which we operate. This may include a
disruption due to natural disasters, pandemics, civil unrest, war
or terrorism and involve electrical, communications,
transportation or other services that we use or that are used by
third parties with whom we conduct business.

We may not be successful in implementing changes in our
wealth management businesses to meet changing market,
regulatory and other conditions

In recent vyears, inflows from lower-margin segments and
markets have been replacing outflows from higher-margin
segments and markets, in particular for cross-border clients. This
dynamic, combined with changes in client product preferences
as a result of which low-margin products account for a larger
share of our revenues than in the past, has put downward
pressure on Global Wealth Management’s margins.

As the discussion above indicates, we are exposed to possible
outflows of client assets in our asset-gathering businesses and to
changes affecting the profitability of Global Wealth
Management, in particular. Initiatives that we may implement to
overcome the effects of changes in the business environment on
our profitability, balance sheet and capital positions may not
succeed in counteracting those effects and may cause net new
money outflows and reductions in client deposits, as happened
with our balance sheet and capital optimization program in
2015. There is no assurance that we will be successful in our
efforts to offset the adverse effect of these or similar trends and
developments.

We may be unable to identify or capture revenue or competitive
opportunities, or retain and attract qualified employees

The financial services industry is characterized by intense
competition, continuous innovation, restrictive, detailed, and
sometimes fragmented regulation and ongoing consolidation.
We face competition at the level of local markets and individual
business lines, and from global financial institutions that are
comparable to us in their size and breadth. Barriers to entry in
individual markets and pricing levels are being eroded by new
technology. We expect these trends to continue and
competition to increase. Our competitive strength and market
position could be eroded if we are unable to identify market
trends and developments, do not respond to such trends and
developments by devising and implementing adequate business
strategies, do not adequately develop or update our technology
including our digital channels and tools, or are unable to attract
or retain the qualified people needed.

The amount and structure of our employee compensation is
affected not only by our business results, but also by competitive
factors and regulatory considerations.

In recent years, in response to the demands of various
stakeholders, including regulatory authorities and shareholders,
and in order to better align the interests of our staff with other
stakeholders, we have increased average deferral periods for
stock awards, expanded forfeiture provisions and, to a more
limited extent, introduced clawback provisions for certain
awards linked to business performance. We have also
introduced individual caps on the proportion of fixed to variable
pay for the Group Executive Board (GEB) members, as well as
certain other employees.

68 For the purpose of this Supplement, this page is referred to as page 115



Constraints on the amount or structure of employee
compensation, higher levels of deferral, performance conditions
and other circumstances triggering the forfeiture of unvested
awards may adversely affect our ability to retain and attract key
employees. The loss of key staff and the inability to attract
qualified replacements could seriously compromise our ability to
execute our strategy and to successfully improve our operating
and control environment, and could affect our business
performance. Swiss law requires that shareholders approve the
compensation of the Board of Directors (the BoD) and the GEB
each year. If our shareholders fail to approve the compensation for
the GEB or the BoD, this could have an adverse effect on our
ability to retain experienced directors and our senior management.

We depend on our risk management and control processes to
avoid or limit potential losses in our businesses
Controlled risk-taking is a major part of the business of a
financial services firm. Some losses from risk-taking activities are
inevitable, but to be successful over time, we must balance the
risks we take against the returns generated. Therefore we must
diligently identify, assess, manage and control our risks, not only
in normal market conditions but also as they might develop
under more extreme, stressed conditions, when concentrations
of exposures can lead to severe losses.

As seen during the financial crisis of 2007-2009, we have not
always been able to prevent serious losses arising from extreme
or sudden market events that are not anticipated by our risk
measures and systems. Our risk measures, concentration
controls and the dimensions in which we aggregated risk to
identify correlated exposures proved inadequate in a historically
severe deterioration in financial markets. As a result, we
recorded substantial losses on fixed income trading positions,
particularly in 2008 and 2009. We have substantially revised and
strengthened our risk management and control framework and
increased the capital that we hold relative to the risks that we
take. Nonetheless, we could suffer further losses in the future if,
for example:

— we do not fully identify the risks in our portfolio, in particular
risk concentrations and correlated risks;

— our assessment of the risks identified, or our response to
negative trends, proves to be untimely, inadequate,
insufficient or incorrect;

— markets move in ways that we do not expect — in terms of
their speed, direction, severity or correlation — and our ability
to manage risks in the resulting environment is, therefore,
affected;

— third parties to whom we have credit exposure or whose
securities we hold are severely affected by events and we
suffer defaults and impairments beyond the level implied by
our risk assessment; or

— collateral or other security provided by our counterparties
proves inadequate to cover their obligations at the time of
default.

We have exposures related to real estate in various countries,
including a substantial Swiss mortgage portfolio. Although we
believe this portfolio is prudently managed, we could
nevertheless be exposed to losses if a substantial deterioration in

the Swiss real estate market were to occur. We also hold legacy
risk positions, primarily in Corporate Center, that, in many cases,
are illiquid and may again deteriorate in value.

We also manage risk on behalf of our clients. The
performance of assets we hold for our clients may be adversely
affected by the same factors mentioned above. If clients suffer
losses or the performance of their assets held with us is not in
line with relevant benchmarks against which clients assess
investment performance, we may suffer reduced fee income and
a decline in assets under management, or withdrawal of
mandates.

Investment positions, such as equity investments made as part
of strategic initiatives and seed investments made at the
inception of funds that we manage, may also be affected by
market risk factors. These investments are often not liquid and
generally are intended or required to be held beyond a normal
trading horizon. Deteriorations in the fair value of these
positions would have a negative effect on our earnings.

As UBS Group AG is a holding company, its operating results,
financial condition and ability to pay dividends and other
distributions and/or to pay its obligations in the future depend
on funding, dividends and other distributions received directly or
indirectly from its subsidiaries, which may be subject to
restrictions

UBS Group AG'’s ability to pay dividends and other distributions
and to pay its obligations in the future will depend on the level
of funding, dividends and other distributions, if any, received
from UBS AG and other subsidiaries. The ability of such
subsidiaries to make loans or distributions, directly or indirectly,
to UBS Group AG may be restricted as a result of several factors,
including restrictions in financing agreements and the
requirements of applicable law and regulatory, fiscal or other
restrictions. In particular, UBS Group AG's direct and indirect
subsidiaries, including UBS AG, UBS Switzerland AG, UBS
Americas Holding LLC and UBS Europe SE, are subject to laws
and regulations that restrict dividend payments, authorize
regulatory bodies to block or reduce the flow of funds from
those subsidiaries to UBS Group AG, or could affect their ability
to repay any loans made to, or other investments in, such
subsidiary by UBS Group AG or another member of the Group.
For example, the US Comprehensive Capital Analysis and Review
process requires that our US intermediate holding company
demonstrate that it can continue to meet minimum capital
standards over a hypothetical nine-quarter severely adverse
economic scenario. If it fails to meet the quantitative capital
requirements, or the Federal Reserve Board’'s qualitative
assessment of the capital planning process is adverse, our US
intermediate holding company would be prohibited from paying
dividends or making distributions. Restrictions and regulatory
actions of this kind could impede access to funds that UBS
Group AG may need to meet its obligations or to pay dividends
to shareholders. In addition, UBS Group AG's right to participate
in a distribution of assets upon a subsidiary’s liquidation or
reorganization is subject to all prior claims of the subsidiary’s
creditors.
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Our strategy, business model and environment
Risk factors

Our capital instruments may contractually prevent UBS Group
AG from proposing the distribution of dividends to shareholders,
other than in the form of shares, if we do not pay interest on
these instruments.

Furthermore, UBS Group AG may guarantee some of the
payment obligations of certain of the Group’s subsidiaries from
time to time. These guarantees may require UBS Group AG to
provide substantial funds or assets to subsidiaries or their
creditors or counterparties at a time when UBS Group AG is in
need of liquidity to fund its own obligations.

The credit ratings of UBS Group AG or its subsidiaries used
for funding purposes could be lower than the ratings of the
Group's operating subsidiaries, which may adversely affect the
market value of the securities and other obligations of UBS
Group AG or those subsidiaries on a standalone basis.

Our reputation is critical to our success

Our reputation is critical to the success of our strategic plans,
business and prospects. Reputational damage is difficult to
reverse, and improvements tend to be slow and difficult to
measure. Our reputation has been adversely affected by our
losses during the financial crisis, investigations into our cross-
border private banking services, criminal resolutions of LIBOR-
related and foreign exchange matters, as well as other matters.
We believe that reputational damage as a result of these events
was an important factor in our loss of clients and client assets
across our asset-gathering businesses. New events that cause
reputational damage could have a material adverse effect on our
results of operation and financial condition, as well as our ability
to achieve our strategic goals and financial targets.

Liquidity and funding risk

Liquidity and funding management are critical to UBS’s ongoing
performance

The viability of our business depends on the availability of
funding sources, and our success depends on our ability to
obtain funding at times, in amounts, for tenors and at rates that
enable us to efficiently support our asset base in all market
conditions. Our funding sources have generally been stable, but
could change in the future because of, among other things,
general market disruptions or widening credit spreads, which
could also influence the cost of funding. A substantial part of
our liquidity and funding requirements are met using short-term

unsecured funding sources, including retail and wholesale
deposits and the regular issuance of money market securities. A
change in the availability of short-term funding could occur
quickly.

Moreover, more stringent capital and liquidity and funding
requirements will likely lead to increased competition for both
secured funding and deposits as a stable source of funding, and
to higher funding costs. The addition of loss-absorbing debt as a
component of capital requirements, the regulatory requirements
to maintain minimum TLAC at UBS's holding company and at
subsidiaries, as well as the power of resolution authorities to bail
in TLAC and other debt obligations, and uncertainty as to how
such powers will be exercised, will increase our cost of funding
and could potentially increase the total amount of funding
required, in the absence of other changes in our business.

Reductions in our credit ratings may adversely affect the
market value of the securities and other obligations and increase
our funding costs, in particular with regard to funding from
wholesale unsecured sources, and could affect the availability of
certain kinds of funding. In addition, as experienced in
connection with Moody’s downgrade of UBS AG's long-term
debt rating in June 2012, rating downgrades can require us to
post additional collateral or make additional cash payments
under trading agreements. Our credit ratings, together with our
capital strength and reputation, also contribute to maintaining
client and counterparty confidence, and it is possible that rating
changes could influence the performance of some of our
businesses.

The requirement to maintain a liquidity coverage ratio of
high-quality liquid assets to estimated stressed short-term net
cash outflows, and other similar liquidity and funding
requirements, oblige us to maintain high levels of overall
liquidity, limit our ability to optimize interest income and
expense, make certain lines of business less attractive and
reduce our overall ability to generate profits. The liquidity
coverage ratio and net stable funding ratio requirements are
intended to ensure that we are not overly reliant on short-term
funding and that we have sufficient long-term funding for
illiquid assets. The relevant calculations make assumptions about
the relative likelihood and amount of outflows of funding and
available sources of additional funding in market-wide and firm-
specific stress situations. There can be no assurance that in an
actual stress situation our funding outflows would not exceed
the assumed amounts.
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erformance

Management report

Changes related to Item 303 of Regulation S-K

In our Annual Report 2019 and related 20-F filing, we exclude the discussion of the financial years 2018 compared with 2017
in our Management's Discussion and Analysis section pursuant to changes related to Item 303 of Regulation S-K, as we have
included such discussion already in a prior filing, which can be found under:

www.sec.gov/Archives/edgar/datal/1114446/000161052019000031/ar1820f.htm



https://www.sec.gov/Archives/edgar/data/1114446/000161052019000031/ar1820f.htm

Financial and operating performance
Critical accounting estimates and judgments

Critical accounting estimates and judgments

In preparing our financial statements in accordance with
International Financial Reporting Standards (IFRS), as issued by
the International Accounting Standards Board (IASB), we apply
judgment and make estimates and assumptions that may involve
significant uncertainty at the time they are made. We regularly
reassess those estimates and assumptions, which encompass
historical experience, expectations of the future and other
pertinent factors, to determine their continuing relevance based
on current conditions, and we update them as necessary.
Changes in estimates and assumptions may have a significant
effect on the financial statements. Furthermore, actual results
may differ significantly from our estimates, which could result in
significant losses to the Group, beyond what we anticipated or
provided for.

Key areas involving a high degree of judgment and areas
where estimates and assumptions are significant to the
consolidated financial statements include:

— fair value measurement

— expected credit loss measurement

— assessment of the business model and certain contractual
features when classifying financial instruments

— pension and other post-employment benefit plans

— income taxes

— goodwill

— provisions and contingent liabilities

— consolidation of structured entities

— determination of the functional currency and assessing the

earliest date from which it is practical to perform a

restatement following a change in presentation currency for

the year ended 31 December 2018

We believe that the judgments, estimates and assumptions
we have made are appropriate under the circumstances and that
our financial statements fairly present, in all material respects,
the financial position of UBS as of 31 December 2019 and the
results of our operations and cash flows for 2019, including
comparative information, in accordance with IFRS.

—> Refer to “Note 1a Significant accounting policies” in the
“Consolidated financial statements” section of this report for
more information

—» Refer to the “Risk factors” section of this report for more
information
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Significant accounting and financial reporting

changes

Significant accounting and financial reporting changes in
2019

IFRS 16, Leases

We have adopted IFRS 16, Leases, effective 1 January 2019,
fundamentally changing how we account for operating leases
when acting as a lessee. Upon adoption, assets and liabilities
increased by USD 3.5 billion, with a corresponding increase in
risk-weighted assets (RWA) and leverage ratio denominator
(LRD).

In the income statement, the adoption of the new standard
has resulted in increases in Interest expense and Depreciation
and impairment of property, equipment and software, which
have been partly offset by a decrease in General and
administrative expenses. The full-year effect of the application of
IFRS 16 was a net decrease in profit before tax of approximately
USD 60 million, reflecting reductions of approximately USD 120
million and USD 60 million in operating income and expenses,
respectively.

As permitted by IFRS 16, we have elected not to restate prior-
period information.

> Refer to “Note 1 Summary of significant accounting policies” in

the “Consolidated financial statements” section of this report
for more information about the adoption of IFRS 16

Presentation of dividend income and expense from financial
instruments measured at fair value through profit or loss
Effective 1 January 2019, we refined the presentation of
dividend income and expense, reclassifying dividends from
financial instruments measured at fair value through profit or
loss from Net interest income to Other net income from financial
instruments measured at fair value through profit or loss (prior
to 1 January 2019: Other net income from fair value changes on
financial instruments), in order to align the presentation of
dividends with other associated fair value changes. There is no
effect on Total operating income or Net profit / (loss). The
change reduces the significant volatility in Net interest income
that previously arose.

Prior periods have been restated for this presentation change.
For the financial year 2018, this resulted in a decrease of
USD 976 million in Net interest income and a corresponding
increase in Other net income from financial instruments
measured at fair value through profit or loss.

> Refer to “Note 1 Summary of significant accounting policies” in

the “Consolidated financial statements” section of this report
for more information

Changes in Corporate Center cost and resource allocation to
business divisions

In order to further align Group and divisional performance, we
have adjusted our methodology for the allocation of Corporate
Center funding costs and expenses to the business divisions. At
the same time, we updated our funds transfer pricing
framework to better reflect the sources and usage of funding.
All of these changes became effective as of 1 January 2019.
Prior periods have been restated.

Together, for the full year 2018, these changes reduced the
business divisions’ operating results and thereby increased their
adjusted cost / income ratios approximately 1-2 percentage
points, while Corporate Center’'s 2018 operating loss before tax
decreased by USD 0.7 billion.

In Corporate Center, we retain funding costs for deferred tax
assets, costs relating to our legal entity transformation program
and other costs not attributable to, or representative of the
performance of, the business divisions.

Alongside the updates to cost allocations and to our funds
transfer pricing framework, we increased the allocation of
balance sheet resources from Corporate Center to the business
divisions. For 2018, the restatement resulted in USD 26 billion of
additional RWA and USD 93 billion of additional LRD allocated
from Corporate Center to the business divisions.

The additional USD 3.5 billion RWA and LRD that resulted
from the adoption of IFRS 16, Leases, have both been fully
allocated to the business divisions.

—» Refer to “Note 2a Segment reporting” in the “Consolidated

financial statements” section of this report for more
information
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Financial and operating performance
Significant accounting and financial reporting changes

Changes in equity attribution

The aforementioned changes in resource allocation from
Corporate Center to the business divisions are reflected in the
equity attribution to the business divisions. Furthermore, we
have updated our equity attribution framework, revising the
capital ratio for RWA from 11% to 12.5% to better align with
Group capital levels, and incrementally allocating to business
divisions USD 2 billion of attributed equity that is related to
certain common equity tier 1 (CET1) deduction items previously
held centrally. In aggregate, we allocated USD 7 billion of
additional attributed equity to the business divisions. The
remaining attributed equity retained in Corporate Center
primarily relates to deferred tax assets, dividend accruals and the
Non-core and Legacy Portfolio.

Prior periods have been restated. For the full year 2018, the
combined effect from the changes in equity attribution and the
aforementioned changes in cost and resource allocation to the
business divisions led to a 3-7 percentage point reduction in
their respective return on attributed equity.

—» Refer to "Equity attribution and return on attributed equity” in

the “Capital management” section of this report for more
information about our equity attribution framework

Changes in Corporate Center segment reporting

Effective 1 January 2019, and in compliance with IFRS 8,

Operating Segments, we provide results for total Corporate

Center only and do not separately report Corporate Center —

Services, Group Asset and Liability Management (Group ALM)

and Non-core and Legacy Portfolio. Furthermore, we have

operationally combined our Group Treasury activities with Group

ALM and call this combined function Group Treasury. Prior-

period information has been restated.

—> Refer to “Note 1 Summary of significant accounting policies”

and “Note 2a Segment reporting” in the “Consolidated financial
statements” section of this report for more information

Amendments to IAS 39, IFRS 9 and IFRS 7 (Interest Rate
Benchmark Reform)
In September 2019, the IASB issued Interest Rate Benchmark
Reform, Amendments to IFRS 9, IAS 39 and IFRS 7, enabling
hedge accounting to continue during the period of uncertainty
before existing interest rate benchmarks are replaced with
alternative risk-free interest rates. As permitted by the
transitional provisions, we early adopted the revisions in 2019.
—> Refer to “Note 1 Summary of significant accounting policies” in
the “Consolidated financial statements” section of this report
for more information

Changes to Pillar 3 disclosure requirements

During 2019, we introduced several new tables and/or narratives
in accordance with the FINMA Pillar 3 disclosure requirements
(FINMA  Circular 2016/1 “Disclosure — banks,” as last

revised on 31 October 2019), as well as amendments to existing
disclosures in accordance with the Basel Committee on Banking
Supervision  “Technical Amendment — Pillar 3 disclosure
requirements — regulatory treatment of accounting provisions”
issued in August 2018.

—» Refer to the 31 December 2019 Pillar 3 report, available under
“Pillar 3 disclosures” at www.ubs.com/investors, for more
information about the changes to Pillar 3 disclosure
requirements

Significant accounting and financial reporting changes in
2020

Adoption of hedge accounting requirements of IFRS 9, Financial
instruments

Effective 1 January 2020, we have adopted the hedge
accounting requirements of IFRS 9, Financial instruments, for
most of our existing hedge accounting programs, including fair
value hedges for interest rate risk related to debt instruments,
cash flow hedges of forecast transactions and hedges of net
investments in foreign operations. As permitted by IFRS 9, we
continue to account for our fair value hedges of portfolio
interest rate risk related to loans under IAS 39, Financial
Instruments: Recognition and Measurement.

The adoption of these requirements will have no
consequential financial effect on our financial statements.
However, the adoption will allow us to designate more effective
hedge accounting relationships going forward, including fair
value hedges of foreign currency risk using cross-currency
swaps, and to reduce income statement volatility caused by
foreign currency basis spreads.

_» Refer to “Note 1c International Financial Reporting Standards
and Interpretations to be adopted in 2020 and later and other
changes” in the “Consolidated financial statements” section of
this report for more information

Streamlining of business division expense reporting

Over recent years, we have been progressively aligning our
support functions, such as Technology, Operations and Real
Estate, with the business divisions. In order to reflect this
alignment, we will streamline our reporting beginning with our
first quarter 2020 report. We will no longer provide the
individual operating expense lines but will disclose costs at a
total operating expense level for our divisions. We will continue
to disclose the full details on operating expenses at the Group
level, and explain the drivers of changes in divisional operating
expenses in our management’'s discussion and analysis.
Revenues and costs related to a small residual set of activities
that are not directly attributable to or representative of the
performance of the business divisions will be renamed as Group
items. These changes will have no impact on Business Division or
Group operating income, operating expenses and profit before
tax.
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Income statement E

For the year ended % change from 8

USD million 31.12.19 31.12.18 31.12.17 31.12.18 g

Net interest income 4,501 5,048 6,070 (11) g

Othr et ncome o financl nstruments measured ot fai vlv through proftorloss " ey e ey 0

Credit loss (expense) / recovery (78) (118) (131) (34) S

Fee and commission income 19,110 19,598 19,362 (2) S

e nexpense ........................................................................................................................ ( 1696) ................ (1703) ................ ( 1840) .............................. e g

Net fee and commission income 17,413 17,895 17,522 (3) =
L 212428 .................... 524(51)
Total operating income 28,889 30,213 29,622 (4)
...... D
through profit or loss 11,343 12,008 11,707 (6)

Personnel expenses 16,084 16,132 16,199 0

Amortization and impairment of goodwill and intangible assets 175 65 71 169

Total operating expenses 23,312 24,222 24,272 (4)
Operating profit / (loss) before tax 5,577 5,991 5,351 (7)
Taxexpense/(benef|t)1267 .................. 1468 ................. 4305(14)
Net profit / (loss) 4,310 4,522 1,046 (5)
Net profit / (loss) attributable to non-controlling interests 6 7 77 (13)
" etproflt /(Ioss) L 4304 .................. " 516 .................... g — (5)

Comprehensive income
Total comprehensive income

Total comprehensi
Total comprehensive income attributable to shareholders 5,089 4,225 1,787 20
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Financial and operating performance
Group performance

Performance of our business divisions and Corporate Center — reported and adjusted’
For the year ended 31.12.19

Personal & Asset
Global Wealth ~ Corporate  Manage-  Investment  Corporate

USD million Management Banking ment Bank Center? UBS
Operating income as reported 16,353 3,715 1,938 7,269 (385) 28,889

of which: net foreign currency translations losses? 35) (35)

of which: net losses from properties held for sale 29) 29)
Operating income (adjusted) 16,353 3,715 1,938 7,269 (321) 28,953
Operating expenses as reported 12,955 2,274 1,406 6,485 192 23,312

wairment of goodwill

Operating expenses (adjusted) 12,887 2,257 1,373 6,208 194 22,918

of which: net expenses for litigation, requlatory and similar matters> 135 0 0 53 23) 165
Operating profit / (loss) before tax as reported 3,397 1,441 532 784 (577) 5,577
Operating profit / (loss) before tax (adjusted) 3,466 1,458 565 1,061 (515) 6,035

For the year ended 31.12.18

Personal & Asset
Global Wealth  Corporate  Manage-  Investment  Corporate

USD million Management Banking ment Bank Center? UBS
Operating income as reported 16,785 4,161 1,852 8,041 (626) 30,213
e ofW/m/zga/nsre/az‘edta/nvestmentS/nassoaates .............................................................................. . 0/359460
- ofW/m/z ga/ns 0n5a/e afrea/esrare ................................................................................................................................................................................ 3/ .............. 3/
- ofW/m/z ga'/ns ansa/e afsubs/d/ar/es andb usmesses ......................................................................................................................................................... 25 .............. 25
..... ofW/m/z/emeaswemenr/assfe/az‘ea’z‘aUBSSecum‘/esC/z/na(270)(270)
Operating income (adjusted) 16,684 3,802 1,852 8,041 (413) 29,966
Operating expenses as reported 13,531 2,365 1,426 6,554 346 24,222

of which: gain related to changes to the Swiss pension plan®
Operating expenses (adjusted)

of which: net expenses for litigation, requiatory and similar matters*

Operating profit / (loss) before tax as reported 3,254 1,796 426 1,486 (971) 5,991
Operating profit / (loss) before tax (adjusted) 3,346 1,447 482 1,674 (885) 6,063
76
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Performance of our business divisions and Corporate Center — reported and adjusted (continued)’
For the year ended 31.12.17

Personal & Asset
Global Wealth  Corporate ~ Manage-  Investment  Corporate
USD million Management Banking ment Bank Center? UBS
Operating income as reported 16,136 3,839 2,077 7,650 (80) 29,622
" of which: gains on sale of subsidlaries and businesses 15 753
" of which: gains on sale of financial assets at fair value through OCI7 gy 137
""" of which: net foreign currency translation losses T g 16)
Operating income (adjusted) 16,136 3,839 1,924 7,513 (63) 29,349
Operating expenses as reported 12,917 2,364 1,514 6,563 913 24,272

of which. net expenses for litigation, requlatory and similar matters> 174 2 4) (42) 304 434
Operating profit / (loss) before tax as reported 3,219 1,475 563 1,087 (993) 5.351
Operating profit / (loss) before tax (adjusted) 3,807 1,580 512 1,342 (946) 6,295

1 Prior-year comparative figures in this table have been restated for the changes in Corporate Center cost and resource allocation to the business divisions and the changes in the equity attribution framework
effective 1 January 2019. Refer to “Note 1 Summary of significant accounting policies” in the “Consolidated financial statements” section of this report for more information about the changes to the Corporate
Center cost and resource allocation to business divisions and to the “Significant accounting and financial reporting changes” section of this report for more information about the changes in the equity attribution
framework. Comparatives may additionally differ as a result of adjustments following organizational changes, restatements due to the retrospective adoption of new accounting standards or changes in accounting
policies, and events after the reporting period. 2 Corporate Center operating expenses presented in this table are after service allocations to business divisions. 3 Related to the disposal or closure of foreign
operations. 4 Reflects restructuring expenses related to legacy cost programs as well as expenses for new restructuring initiatives. 5 Reflects the net increase in / (release of) provisions for litigation, regulatory
and similar matters recognized in the income statement. Refer to “Note 21 Provisions and contingent liabilities” in the “Consolidated financial statements” section of this report for more information. Also includes
recoveries from third parties of USD 11 million, USD 29 million and USD 55 million for the years ended 31 December 2019, 31 December 2018 and 31 December 2017, respectively. 6 Changes to the pension fund
of UBS in Switzerland in 2018 resulted in a reduction in the pension obligation recognized by UBS. As a consequence, a pre-tax gain of USD 241 million was recognized in the income statement in 2018, with no
overall effect on total equity. Refer to “Note 29 Pension and other post-employment benefit plans” in the “Consolidated financial statements” section of this report for more information. 7 Includes gains on the
sale of our investment in the London Clearing House and on the sale of our investment in IHS Markit in the Investment Bank in 2017. 8 Relates to the removal of the service period requirement for DCCP awards
granted for the performance years 2012 and 2013.
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Financial and operating performance
Group performance

2019 compared with 2018

Results

We recorded net profit attributable to shareholders of
USD 4,304 million in 2019, which included a net tax expense of
UsD 1,267 million. In 2018, net profit attributable to
shareholders was USD 4,516 million, which included a net tax
expense of USD 1,468 million.

Profit before tax decreased by USD 414 million, or 7%, to
UsD 5,577 million, reflecting lower operating income, partly
offset by a decrease in operating expenses. Operating income
decreased by USD 1,324 million, or 4%, to USD 28,889
million, reflecting a USD 665 million decrease in net interest
income and other net income from financial instruments
measured at fair value through profit or loss, a USD 482
million decrease in net fee and commission income and
USD 216 million lower other income. Operating expenses
decreased by USD 910 million, or 4%, to USD 23,312 million.
This was mainly driven by USD 1,509 million lower general and
administrative expenses, largely reflecting USD 533 million
lower occupancy expenses and a decrease of USD 492 million
in expenses related to litigation, regulatory and similar matters.
This was partly offset by USD 537 million higher depreciation
and impairment of property, equipment and software, as well
as USD 110 million higher amortization and impairment of
goodwill and intangible assets.

In addition to reporting our results in accordance with
International Financial Reporting Standards (IFRS), we report
adjusted results, which exclude items that management
believes are not representative of the underlying performance
of our businesses. Such adjusted results are non-GAAP
financial measures as defined by US Securities and Exchange
Commission (SEC) regulations. These adjustments include
restructuring expenses related to our CHF 2.1 billion cost

reduction program completed at the end of 2017 (referred to
as our “legacy cost programs” in this report), as well as
expenses relating to new restructuring initiatives. For the full
year 2019, we incurred a runoff of restructuring expenses
associated with our legacy cost programs of USD 205 million,
which are now expected to be nil for 2020 and future years. In
addition, in connection with the planned structural changes in
the Investment Bank, we incurred USD 79 million of
restructuring expenses in the fourth quarter of 2019. We
expect to incur restructuring expenses of approximately
USD 200 million in 2020 related to additional cost actions
across the Group, with the majority of this expense being
incurred in the first half of the year.

In January 2020, we updated and simplified our
performance target framework, with our updated performance
targets based on reported results. From the first quarter of
2020, we will no longer disclose adjusted results; however, we
will continue to provide disclosure of restructuring and
litigation expenses as well as other material profit or loss items
that management believes are not representative of underlying
business performance.

For the purpose of determining adjusted results for 2019,
we excluded net restructuring expenses of USD 284 million, a
USD 110 million loss related to an impairment of goodwill, net
foreign currency translation losses of USD 35 million and a loss
of USD 29 million related to the remeasurement of properties
that were reclassified as properties held for sale. For 2018, we
excluded a gain of USD 460 million related to investments in
associates, gains of USD 31 million on sale of real estate, gains
of USD 25 million on sale of subsidiaries and businesses, a
remeasurement loss of USD 270 million related to the increase
of our shareholding in UBS Securities China, a gain of USD 241
million related to changes to the Swiss pension plan, and net
restructuring expenses of USD 561 million.

On this adjusted basis, profit before tax decreased slightly to
USD 6,035 million.

Net interest income and other net income from financial instruments measured at fair value through profit or loss

For the year ended % change from

USD million 31.12.19 31.12.18 31.12.17 31.12.18
Net interest income from financial instruments measured at amortized cost and fair value through other
comprehensive income 3,490 3,710 5,018 (6)

Other net income from financial instruments measured at fair value through profit or loss 6,842 6,960 5,637 (2)
Total 11,343 12,008 11,707 (6)
“Global Wealh Management 413 5009 4941 6)
_____ ofwhich:netimerestincome ey e s g
of which: transaction-based income from foreign exchange and other intermediary activity’! 966 948 1,062 2
Personal & Comporate Banking e 2836 2851 2820 ().
_____ ofwhick netimrerestincome e Gaae T ead )
of which: transaction-based income from foreign exchange and other intermediary activity’! 443 402 376 10
Asset Management (13) (35) (34) (63)
Investment Bank?2 4,189 4,756 4,272 (12)

Investor Client Services

Corporate Center (182) (214) 107 (15)
1 Mainly includes spread-related income in connection with client-driven transactions, foreign currency translation effects and income and expenses from precious metals, which are included in the income statement
line Other net income from financial instruments measured at fair value through profit or loss. The amounts reported on this line are one component of Transaction-based income in the management discussion and
analysis of Global Wealth Management and Personal & Corporate Banking in the “Global Wealth Management” and “Personal & Corporate Banking” sections of this report. 2 Investment Bank information is
provided at the business line level rather than by financial statement reporting line in order to reflect the underlying business activities, which is consistent with the structure of the management discussion and
analysis in the “Investment Bank” section of this report.
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Operating income

Total operating income decreased by USD 1,324 million, or 4%,
to USD 28,889 million. On an adjusted basis, total operating
income decreased by USD 1,013 million, or 3%, to
USD 28,953 million.

Net interest income and other net income from financial
instruments measured at fair value through profit or loss

Total combined net interest income and other net income from
financial instruments measured at fair value through profit or
loss decreased by USD 665 million to USD 11,343 million. This
was mainly driven by lower net income in the Investment Bank
and Global Wealth Management.

Global Wealth Management
In Global Wealth Management, net interest income decreased
by USD 154 million to USD 3,947 million, mainly reflecting lower
income from lending and deposits, due to margin compression
and moves into lower-margin products. These effects were
partly offset by higher investment-of-equity income.
Transaction-based income from foreign exchange and other
intermediary activity increased by USD 18 million to USD 966
million, mainly due to higher revenues from foreign exchange
transactions, driven by higher levels of client activity.

Personal & Corporate Banking
In Personal & Corporate Banking, net interest income decreased
by USD 57 million to USD 1,992 million, mainly reflecting higher
funding costs for long-term debt that contributes to total loss-
absorbing capacity and lower banking book interest income.
This was partly offset by higher deposit revenues.
Transaction-based income from foreign exchange and other
intermediary activity increased by USD 41 million to USD 443
million, mainly due to higher net income from foreign
exchange transactions.

Investment Bank

In the Investment Bank, net interest income and other net
income from financial instruments measured at fair value
through profit or loss decreased by USD 567 million to
USD 4,189 million. This was driven by a USD 335 million
decrease in Corporate Client Solutions, mainly reflecting a
decrease in leveraged finance revenues and as 2018 included
higher gains from transactions across our Equity Capital Markets

lower income in our Equities business was driven by lower prime
brokerage client balances and margin compression, as well as
lower client activity levels across all Equities product lines.

Corporate Center

In Corporate Center, net interest income and other net income
from financial instruments measured at fair value through profit
or loss increased by USD 32 million. This reflected USD 421
million higher net treasury income, driven by income from hedge
accounting  ineffectiveness,  revenues from  accounting
asymmetries, as well as higher net interest income. This was
partly offset by USD 252 million lower income in Retained
Services, driven by USD 122 million of additional interest
expense related to lease liabilities recognized as a result of the
application of IFRS 16, Leases, which was adopted in the first
quarter of 2019, and approximately USD 130 million higher
asset funding costs, mainly driven by increased interest rates. In
addition, income in Non-Core and Legacy Portfolio decreased by
USD 137 million, mainly as 2018 included higher valuation gains
on auction rate securities.

—» Refer to “Note 3 Net interest income and other net income from
financial instruments measured at fair value through profit or
loss” in the “Consolidated financial statements” section of this
report for more information

Credit loss expense / recovery
Total net credit loss expenses were USD 78 million in 2019,
compared with USD 118 million, reflecting net credit loss
expenses of USD 100 million related to credit-impaired (stage 3)
positions, mainly in Personal & Corporate Banking and to a
lesser extent in the Investment Bank and Global Wealth
Management. This was partly offset by USD 22 million of net
releases in expected credit loss expense allowances from stage 1
and 2 positions.
—» Refer to “Note 1 Summary of significant accounting policies” in
the “Consolidated financial statements” section of this report
for more information about IFRS 9
_» Refer to “Note 10 Financial assets at amortized cost and other
positions in scope of expected credit loss measurement” and
“Note 23 Expected credit loss measurement” in the
“Consolidated financial statements” section of this report for
more information about credit loss expense / recovery
—» Refer to the “Risk factors” section of this report for more

information
and Risk Management portfolio. In addition, USD 198 million
Credit loss (expense) / recovery
For the year ended % change from
USD million 31.12.19 31.12.18 31.12.17 31.12.18
Global Wealth Managemen (20) (15) (8) 32

Corporate Center

Total

For the purpose of this Supplement, this page is referred to as page 126 79

[}
o
c
©
(=
=
O
Ke)
=
[
o
(o))
C
=]
©
©
[}
=
o
©
c
o
=
o
C
©
o
(N



Financial and operating performance
Group performance

Net fee and commission income
Net fee and commission income was USD 17,413 million
compared with USD 17,895 million.

Net brokerage fees decreased by USD 267 million, mainly in
the Investment Bank and in Global Wealth Management, largely
due to lower levels of client activity across the first half of 2019.

Investment fund fees and fees for portfolio management and
related services decreased by USD 196 million, driven by Global
Wealth Management, largely reflecting lower average invested
assets in the first quarter of 2019, as well as margin compression
and shifts into lower-margin products. These effects were partly
offset by an increase of USD 82 million in Asset Management,
reflecting the effect of higher average invested assets, as well as
an increase in performance fees, reflecting strong investment
performance in a constructive market environment.

Underwriting fees decreased by USD 70 million, mainly in our
Corporate Client Solutions business in the Investment Bank,
driven by lower revenues from public offerings.

—» Refer to “Note 4 Net fee and commission income” in the

“Consolidated financial statements” section of this report for
more information

Other income
Other income was USD 212 million compared with USD 428
million on a reported basis. 2019 included net foreign currency
translation losses of USD 35 million and a loss of USD 29 million
related to the remeasurement of properties that were
reclassified as properties held for sale. The previous year
included a valuation gain of USD 460 million on our equity
ownership in SIX related to the sale of SIX Payment Services to
Worldline, a remeasurement loss of USD 270 million related to
the increase of our shareholding in UBS Securities China, gains
on sale of real estate of USD 31 million and gains on sale of
subsidiaries of USD 25 million. Excluding these items, adjusted
other income increased by USD 94 million, mainly driven by
gains resulting from the settlement of a litigation claim, gains
related to legacy securities positions, and income related to a
claim on a defaulted counterparty position.
—» Refer to “Note 5 Other income” in the “Consolidated financial
statements” section of this report for more information
—> Refer to “Note 32 Changes in organization and acquisitions and
disposals of subsidiaries and businesses” in the “Consolidated
financial statements” section of this report for more
information about the increase of stake in and consolidation of
UBS Securities China

Operating expenses

Total operating expenses decreased by USD 910 million, or 4%,
to USD 23,312 million. On an adjusted basis, total operating
expenses decreased by USD 985 million, or 4%, to USD 22,918
million.

Personnel expenses

Personnel expenses decreased by USD 48 million to USD 16,084
million on a reported basis, primarily reflecting lower variable
compensation, lower expenses for contractors, and lower other
personnel expenses. This was largely offset by higher expenses
for pension and other post-employment benefit plans, as 2018
included a gain of USD 241 million related to changes to the
Swiss pension plan, and higher salary costs. On an adjusted
basis, personnel expenses decreased by USD 206 million to
USD 15,881 million, primarily driven by the aforementioned
decrease in variable compensation.

Expenses for salaries increased by USD 70 million to
USD 6,518 million, primarily driven by continued insourcing of
certain activities from third-party vendors to our Business
Solutions Centers, as well as increased staffing to address
regulatory requirements. These increases were partly offset by
lower salary expenses in Global Wealth Management. On an
adjusted basis, expenses for salaries increased by USD 170
million to USD 6,443 million, mainly reflecting the
aforementioned insourcing effects.

Expenses for total variable compensation decreased by
USD 237 million, and adjusted expenses for total variable
compensation decreased by USD 261 million, mainly reflecting a
decrease in expenses for current year awards.

Financial advisor compensation was
UsD 4,043 million.

Other personnel expenses decreased by USD 99 million and
adjusted other personnel expenses decreased by USD 103
million, primarily due to lower medical insurance and
recruitment costs.

—> Refer to the “Compensation” section of this report for more

broadly stable at

information

> Refer to “Note 6 Personnel expenses,” “Note 29 Pension and
other post-employment benefit plans” and “Note 30 Employee
benefits: variable compensation” in the “Consolidated financial
statements” section of this report for more information

General and administrative expenses

General and administrative expenses decreased by USD 1,509
million to USD 5,288 million. This was driven by USD 492 million
lower expenses related to litigation, regulatory and similar
matters, as the prior year included an increase in provisions that
largely related to our cross-border wealth management
businesses, as well as USD 269 million lower expenses related to
the outsourcing of IT and other services and USD 133 million
lower professional fees.
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Operating expenses

For the year ended % change from

USD million 31.12.19 31.12.18 31.12.17 31.12.18
Operating expenses as reported
Personnel expenses 16,132 16,199 0

Amortization and impairment of goodwill and intangible assets 65 71 169
Total operating expenses as reported 24,222 24,272 (4)
Adjusting items

Personnel expenses 203 45 570

of which. impairment of goodwill

Total adjusting items 394 319 1,217
Operating expenses (adjusted)
Personnel expenses 15,881 16,087 15,628 (1)

Amortization and impairment of goodwill and intangible assets

Total operating expenses (adjusted)

22,918 23,903 23,054 (4)

1 Reflects restructuring expenses related to legacy cost programs as well as expenses for new restructuring initiatives. 2 Refer to “Note 29 Pension and other post-employment benefit plans” in the “Consolidated

financial statements” section of this report for more information.

3 Relates to the removal of the service period requirement for DCCP awards granted for the performance years 2012 and 2013.

4 Includes

expenses relating to performance awards and other variable compensation for the respective performance year. 5 Consists of amortization of prior years' awards relating to performance awards and other variable

compensation.

6 Financial advisor compensation consists of formulaic compensation based directly on compensable revenues generated by financial advisors and supplemental compensation calculated on the

basis of financial advisor productivity, firm tenure, new assets and other variables. It also includes expenses related to compensation commitments with financial advisors entered into at the time of recruitment that

are subject to vesting requirements.
expenses” in the “Consolidated financial statements” section of this report for more information.

Occupancy expenses decreased by USD 533 million, primarily
following the adoption of IFRS 16, Leases, as of 1 January 2019.
This decrease was more than offset by an increase of USD 484
million in depreciation expenses for leased properties and an
increase of USD 122 million in interest expense relating to lease
liabilities, both also as a direct result of the adoption of IFRS 16.
The full year effect of the application of IFRS 16 in 2019 was a
net decrease in profit before tax of approximately USD 60
million, reflecting reductions of approximately USD 120 million
and USD 60 million in operating income and expenses,
respectively.

Net expenses for the UK and German bank levies were
USD 41 million in 2019 and included a USD 31 million credit
related to prior years. In 2018, net expenses for the UK and
German bank levies were USD 58 million and included a USD 45
million credit related to prior years.

On an adjusted basis, general and administrative expenses
decreased by USD 1,356 million to USD 5,216 million, largely
due to the aforementioned decreases in expenses related to
litigation, regulatory and similar matters, costs for outsourcing of
IT and other services and professional fees.

7 Consists of expenses related to contractors, social security, pension and other post-employment benefit plans and other personnel expenses. Refer to “Note 6 Personnel

We believe that the industry continues to operate in an
environment in which expenses associated with litigation,
regulatory and similar matters will remain elevated for the
foreseeable future and we continue to be exposed to a number
of significant claims and regulatory matters. The outcome of
many of these matters, the timing of a resolution, and the
potential effects of resolutions on our future business, financial
results or financial condition are extremely difficult to predict.

> Refer to “Note 7 General and administrative expenses” and

“Note 21 Provisions and contingent liabilities” in the
"Consolidated financial statements” section of this report for
more information

Depreciation, amortization and impairment

Depreciation and impairment of property, equipment and
software increased by USD 537 million to USD 1,765 million on
a reported basis, and by USD 577 million to USD 1,755 million
on an adjusted basis, mainly driven by the aforementioned
USD 484 million higher depreciation expenses resulting from the
application of IFRS 16.
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Financial and operating performance
Group performance

Amortization and impairment of goodwill and intangible
assets increased by USD 110 million to USD 175 million on a
reported basis, as a result of a USD 110 million impairment of
goodwill in the Investment Bank in the fourth quarter of 2019.
Excluding this item, these expenses were broadly unchanged.

—> Refer to “Note 15 Property, equipment and software” and
“Note 16 Goodwill and intangible assets” in the “Consolidated
financial statements” section of this report for more
information

Tax

We recognized an income tax expense of USD 1,267 million in
2019, representing an effective tax rate of 22.7%, compared
with USD 1,468 million for 2018.

This included net Swiss tax expenses of USD 630 million and
net non-Swiss tax expenses of USD 637 million.

The Swiss tax expenses included current tax expenses of
USD 365 million related to taxable profits earned by Swiss
subsidiaries. In addition, they included deferred tax expenses of
USD 265 million, which primarily reflect the amortization of
deferred tax assets (DTAs) previously recognized in relation to
deductible temporary differences.

The non-Swiss tax expenses included current tax expenses of
USD 426 million related to taxable profits earned by non-Swiss
subsidiaries and branches. In addition, they included deferred tax
expenses of USD 211 million. These included expenses of
USD 471 million that primarily reflected the amortization of
DTAs previously recognized in relation to tax losses carried
forward and deductible temporary differences, including the
amortization of US tax loss DTAs at the level of UBS Americas
Inc. These were partly offset by a benefit of USD 260 million in
respect of additional DTA recognition that resulted from the
contribution of real estate assets by UBS AG to UBS Americas
Inc. in the year. The additional DTA recognition related to the
elections that were made in the fourth quarter of 2018 to
capitalize certain historic real estate costs.

For 2020, we expect a full-year tax rate of approximately
25%, excluding any potential effects from the reassessment of
deferred tax assets.

— Refer to “Note 8 Income taxes” in the “Consolidated financial

statements” section of this report for more information

—» Refer to the “Risk factors” section of this report for more

information

Total comprehensive income attributable to shareholders

In 2019, total comprehensive income attributable to shareholders
was USD 5,089 million, reflecting net profit of USD 4,304 million
and other comprehensive income (OCI), net of tax, of USD 785
million.

OCI related to cash flow hedges was positive USD 1,143
million, mainly reflecting an increase in net unrealized gains on
US dollar hedging derivatives resulting from decreases in the
relevant long-term US dollar interest rates. In 2018, OCI related
to cash flow hedges was negative USD 269 million.

OCI associated with financial assets measured at fair value
through OCI was positive USD 117 million, compared with negative
USD 45 million, primarily reflecting net unrealized gains following
decreases in the relevant US dollar long-term interest rates in 2019.

Foreign currency translation OCI was positive USD 104 million
in 2019. This was mainly due to the strengthening of the Swiss
franc and the pound sterling against the US dollar as well as the
reclassification of net losses totaling USD 38 million to the
income statement. These effects were partly offset by the
weakening of the euro. In 2018, OCl related to foreign currency
translation was negative USD 541 million.

OCl related to own credit on financial liabilities designated at fair
value was negative USD 392 million, compared with positive
USD 509 million, primarily due to tightening credit spreads in 2019.

Defined benefit plan OCI, net of tax, was negative USD 186
million compared with positive USD 56 million. Total pre-tax OCI
related to UK defined benefit plans was negative USD 78 million,
reflecting OCl losses of USD 361 million from the remeasurement of
the defined benefit obligation (DBO), mainly driven by a loss of
USD 552 million due to a decrease in the applicable discount rate,
partly offset by a gain of USD 132 million due to a decrease in the
expected rate of pension increase. This was partly offset by an OCI
gain of USD 284 million due to a positive return on plan assets.

Total pre-tax OCI related to the Swiss defined benefit plan was
negative USD 22 million. This reflected losses of USD 1,728 million
from the DBO remeasurement and of USD 353 million from an
increase in the effect of the IFRS asset ceiling, almost entirely offset
by a gain of USD 2,059 million due to a positive return on plan
assets. The DBO remeasurement loss of USD 1,728 million was
driven by a loss of USD 1,887 million due to a decrease in the
applicable discount rate and an experience loss of USD 284 million,
reflecting the effects of differences between the previous actuarial
assumptions and what actually occurred. These losses were partly
offset by gains of USD 243 million resulting from a decrease in the
expected rate of interest credit on retirement savings and of
USD 199 million due to other changes in actuarial assumptions.

—> Refer to “Statement of comprehensive income” in the
“Consolidated financial statements” section of this report for
more information

> Refer to “Note 29 Pension and other post-employment benefit
plans” in the “Consolidated financial statements” section of this
report for more information about defined benefit plans
including a description of an enhancement to the asset ceiling
calculation methodology effective in the first quarter of 2020
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Sensitivity to interest rate movements

As of 31 December 2019, we estimate that a parallel shift in
yield curves by +100 basis points could lead to a combined
increase in annual net interest income of approximately USD 0.6
billion in Global Wealth Management and Personal & Corporate
Banking. A parallel shift in yield curves by minus 100 basis points
could lead to a combined reduction in annual net interest
income of approximately USD 0.6 billion.

These estimates are based on a hypothetical scenario of an
immediate change in interest rates, equal across all currencies
and relative to implied forward rates applied to our banking
book. These estimates further assume no change to balance
sheet size and structure, constant foreign exchange rates and no
specific management action.

Key figures

Below we provide an overview of selected key figures of the
Group. For further information about key figures related to
capital management, refer to the “Capital management”
section of this report.

Adjusted cost / income ratio

The adjusted cost / income ratio was 78.9%, compared with
79.5%, reflecting a reduction in adjusted operating expenses,
offset by a decrease in adjusted operating income.

Common equity tier 1 capital

Common equity tier 1 (CET1) capital increased by USD 1.5 billion
to USD 35.6 billion, mainly driven by operating profit before tax
of USD 5.6 billion, partly offset by accruals for capital returns to
shareholders of USD 2.6 billion, a USD 0.8 billion effect from our
share repurchase program and current tax expenses of USD 0.8
billion.

Return on CET1 capital

Our return on CET1 capital (RoCET1) was 12.4%, compared
with 13.1%, driven by a USD 0.2 billion decrease in net profit
attributable to shareholders and a USD 0.4 billion increase in the
average CET1 capital.

Risk-weighted assets

Risk-weighted assets (RWA) decreased by USD 4.5 billion to
USD 259.2 billion, reflecting decreases from asset size and other
movements of USD 8.0 billion and regulatory add-ons of
USD 0.7 billion, partly offset by methodology and policy change
of USD 2.0 billion, model updates of USD 1.2 billion and
currency effects of USD 0.9 billion.

Common equity tier 1 capital ratio

Our CET1 capital ratio increased 0.8 percentage points to
13.7%, reflecting the USD 1.5 billion increase in CET1 capital
and a USD 4.5 billion decrease in RWA.

Leverage ratio denominator

The leverage ratio denominator (LRD) increased by USD 7 billion
to USD 911 billion. The increase was driven by currency effects
of USD 5 billion and policy changes of USD 4 billion, partly offset
by a decrease in asset size and other movements of
UsD 2 billion.

Common equity tier 1 leverage ratio

Our CET1 leverage ratio increased from 3.77% to 3.90% as of
31 December 2019, reflecting the aforementioned increase in
CET1 capital, partly offset by a USD 7 billion increase in the LRD.

Going concern leverage ratio

Our going concern leverage ratio increased from 5.1% to 5.7%,
reflecting a USD 5.6 billion increase in our going concern capital,
partly offset by the aforementioned increase in the LRD.

Personnel

We employed 68,601 personnel (full-time equivalents) as of
31 December 2019. The net increase of 1,713 compared with
31 December 2018 was largely driven by a 2,583 increase in
Corporate Center, mainly as a result of the ongoing insourcing
of certain activities from third-party vendors to our Business
Solutions Centers, resulting in a decrease of approximately
2,200 outsourced staff. This was partly offset by a 944 decrease
in Global Wealth Management, reflecting the effect of cost
management initiatives and a review of advisor portfolios.

Net new money and invested assets

Management’s discussion and analysis on net new money and
invested assets is provided in the “Global Wealth Management”
and “Asset Management” sections of this report.

Seasonal characteristics

Our revenues may show seasonal patterns, notably in the
Investment Bank and Global Wealth Management. These
business divisions typically show the highest client activity levels
in the first quarter, with lower levels throughout the rest of the
year, especially during the summer months and end-of-year
holiday season.

Net new money can be affected by annual tax payments,
which are concentrated in the second quarter in the US.

For the purpose of this Supplement, this page is referred to as page 130 83

[}
o
c
©
(=
=
O
Ke)
=
[
o
(o))
C
=]
©
©
[}
=
o
©
c
o
=
o
C
©
o
(N




Financial and operating performance

Group performance

Return on equity

As of or for the year ended

USD million, except where indicated 31.12.19 31.12.18 31.12.17
Net profit

Net profit / (loss) attributable to shareholders 4,304 4,516 969
Equity

Equity attributable to shareholders 54,533 52,928 52,495
LessgoodW|IIandlntanglbleassets ................................................................................................................................................. 6469 .................. 6647 ................. 6563
Tangible equity attributable to shareholders 48,064 46,281 45,932
L : 2482 ................ 12162 ................ 12416
Common equity tier 1 capital 35,582 34,119 33,516
Return on equity

Return on equity (%) 79 8.6 1.8
Returnontanglbleeqmty(%) ............................................................................................................................................................ e 5
Returnoncommoneqwtytler1 capltal(%) ........................................................................................................................................ L e S
Net new money'

For the year ended

USD billion 31.12.19 31.12.18 31.12.17
Global Wealth Management 31.6 24.7 44.8
Asset Management? 178 32.2 59.5
..... ofW/7/c/7exc/ud/ﬂgmoneymaf/(efﬁows/26247483
..... afWﬁ/(/;maneymaf/(efﬂows5275//2

1 Net new money excludes interest and dividend income.

information restated. The adjustments have no effect on total net new money.

Invested assets

2 Effective 1 January 2019, certain assets have been reclassified between asset classes to better reflect their underlying nature, with prior-period

As of % change from

USD billion 31.12.19 31.12.18 31.12.17 31.12.18

Global Wealth Management 2,635 2,260 2,403 17

Asset Management! 903 781 796 16
..... 0/W/7/c/7exc/udmgmaneymaf/(effunds80758670877
..... ofwﬁ/chmaﬂeymar/(etfunds/02958’8‘6

1 Effective 1 January 2019, certain assets have been reclassified between asset classes to better reflect their underlying nature, with prior-period information restated. The adjustments have no effect on total

invested assets.
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Global Wealth Management

Global Wealth Management'’

As of or for the year ended % change from
USD million, except where indlicated 31.12.19 31.12.18 31.12.18
Results
Net interest incom 3,947 4,101 (4)

Other income

Income
Credltloss(expense)/recovery ................................................................................................................................................... (20)(15)32
Total operating income 16,353 16,785 (3)
Personnel expenses 7,621 7,683 (1)

“Amortization and impairment of goodwill and intangible assets 56 50 13
Total operating expenses 12,955 13,531 (4)
Business division operating profit / (loss) before tax 3,397 3,254 4

Adjusted results

Total operating income as reported 16,353 16,785 (3)
..... ofW/z/cﬁga/nfe/atedm/m/estme/ztsmassac/ates707
Totaloperatmg|ncome(ad]usted) .......................................................................................................................................... e T
Total operating expenses as reported 12,955 13,531 4)

Total operating expenses (adjusted) 12,887 13,338 3)
Business division operating profit / (loss) before tax as reported | e D e S 4.
Business division operating profit / (loss) before tax (adjusted) 3,466 3,346 4

Performance measures
Pre-tax profit growth (%)

Net new money growth (%) 14 1.0

Adjusted performance measures
Pre-tax profit growth (%) 3.6 (12.1)

Cost / income ratio (%) 78.7 79.9
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Financial and operating performance
Global Wealth Management

Global Wealth Management (continued)!

As of or for the year ended % change from
USD million, except where indicated 31.12.19 31.12.18 31.12.18

13,205 13,678

Goodwill and intangible assets (USD billion) 5.1 5.2 (1)
Net new money (USD billion) 31.6 24.7

Client assets (USD billion) 2,909 2,519 15
Loans, gross (USD billion)'2 179.3 174.7 3

Other loans to financial advisors* (17)
Advisors (full-time equivalents) 10,077 (6)

1 Prior-year comparative figures in this table have been restated for the changes in Corporate Center cost and resource allocation to the business divisions and the changes in the equity attribution framework
effective 1 January 2019. Refer to “Note 1 Basis of accounting” in the “Consolidated financial statements” section of our first quarter 2019 report for more information about the changes to the Corporate Center
cost and resource allocation to business divisions and to the “Recent developments” section of our first quarter 2019 report for more information about the changes in the equity attribution framework.
Comparatives may additionally differ as a result of adjustments following organizational changes, restatements due to the retrospective adoption of new accounting standards or changes in accounting policies, and
events after the reporting period. 2 Recurring net fee income consists of fees for services provided on an ongoing basis, such as portfolio management fees, asset-based investment fund fees, custody fees and
account-keeping fees, which are generated on client assets. 3 Transaction-based income consists of the non-recurring portion of net fee and commission income, mainly composed of brokerage and transaction-
based investment fund fees, as well as credit card fees and fees for payment transactions, together with Other net income from financial instruments measured at fair value through profit or loss. 4 Relates to
licensed professionals with the ability to provide investment advice to clients in the Americas. 5 Financial advisor variable compensation consists of formulaic compensation based directly on compensable
revenues generated by financial advisors and supplemental compensation calculated on the basis of financial advisor productivity, firm tenure, new assets and other variables. & Compensation commitments with
recruited financial advisors represent expenses related to compensation commitments granted to financial advisors at the time of recruitment that are subject to vesting requirements. 7 Reflects restructuring
expenses related to legacy cost programs as well as expenses for new restructuring initiatives. 8 Prior periods may include allocations (to) / from other business divisions. 9 Recurring income consists of net
interest income and recurring net fee income. 10 Refer to the “Capital management” section of this report for more information. 11 Calculated as operating profit before tax (annualized as applicable) divided by
average invested assets. 12 Loans and Customer deposits in this table include customer brokerage receivables and payables, respectively, which, with the adoption of IFRS 9, effective 1 January 2018, have been
reclassified to a separate reporting line on the balance sheet. 13 Customer deposits in Global Wealth Management have been restated as of 31 December 2018 to reflect a reclassification of balances from
Corporate Center, with no impact on customer deposits reported for the Group. This has resulted in an increase in customer deposits reported for Global Wealth Management of USD 6.3 billion as of 31 December
2018. 14 Personnel (full-time equivalents) as of 31 December 2019 has been amended compared with our fourth quarter 2019 report, resulting in a decrease of 6.

Regional breakdown of performance measures

As of or for the year ended 31.12.19 (exclil\(jlii/; Total of  of which: ultra high
USD billion, except where indicated Americas Switzerland) Asia Pacific Switzerland regions'  net worth (UHNW)
Net new money (17.4) 10.5 314 7.5 32,0 45.5
Netnew money growth (%) aa 21 g8 31 14 g0
nvested assets 143 552 a0 28 263 1377
loans, gross 625 /A B %0 s
Advisors (full-time equivalents) 6549 - 1660 o4 /A 9976 10423

1 Excluding minor functions with 101 advisors, USD 3 billion of invested assets, USD 0.6 billion of loans and USD 0.4 billion of net new money outflows in 2019. 2 Loans include customer brokerage receivables,
which with the adoption of IFRS 9, effective 1 January 2018, have been reclassified to a separate reporting line on the balance sheet. 3 Represents advisors who exclusively serve ultra high net worth clients in a
globally managed unit.
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2019 compared with 2018

Results

Profit before tax increased by USD 143 million, or 4%, to
USD 3,397 million. Excluding a USD 101 million valuation gain
on our equity ownership in SIX related to the sale of SIX
Payment Services to Worldline in 2018, a prior-year credit of
USD 66 million related to our Swiss pension plan and
restructuring expenses, adjusted profit before tax increased by
USD 120 million, or 4%, to USD 3,466 million, reflecting lower
operating expenses, partly offset by lower operating income.

Operating income included a USD 75 million fee received
from Personal & Corporate Banking for the shift of USD 6 billion
of business volume from Global Wealth Management to
Personal & Corporate Banking, as a result of a detailed client
segmentation review.

Operating income

Total operating income decreased by USD 432 million, or 3%, to
USD 16,353 million. Excluding the aforementioned valuation
gain on our equity ownership in SIX, adjusted total operating
income decreased by USD 331 million, or 2%, mainly driven by
lower recurring net fee income and net interest income, partly
offset by higher transaction-based income and other income.

Net interest income decreased by USD 154 million to
USD 3,947 million, mainly as a result of lower deposit and loan
margins, partly offset by higher investment-of-equity income.

Recurring net fee income decreased by USD 319 million to
USD 9,258 million, reflecting margin compression and moves
into lower-margin products, partly offset by an increase in
mandate penetration.

Transaction-based income increased by USD 88 million to
USD 3,059 million, predominantly due to the aforementioned
fee received from Personal & Corporate Banking.

— Refer to the “Group performance” section of our third quarter
2019 report for more information about the realignment of our
client coverage between Global Wealth Management and
Personal & Corporate Banking

Other income decreased by USD 41 million to USD 110
million. Excluding the aforementioned valuation gain on our
equity ownership in SIX, adjusted other income increased by
USD 60 million, primarily due to a gain related to the
repositioning of the liquidity portfolio in the Americas and gains
related to legacy securities positions.

—> Refer to the “Recent developments” section of our fourth

quarter 2018 report for more information about the Worldline
acquisition of SIX Payment Services

Operating expenses

Total operating expenses decreased by USD 576 million, or 4%,
to USD 12,955 million and adjusted operating expenses
decreased by USD 451 million, or 3%, to USD 12,887 million.

Personnel expenses decreased by USD 62 million to
USD 7,621 million. Excluding the aforementioned credit related
to changes to our Swiss pension plan and restructuring
expenses, adjusted personnel expenses decreased by USD 93
million, mainly due to lower variable compensation and lower
staffing levels.

General and administrative expenses decreased by USD 507
million to USD 1,217 million. Excluding restructuring expenses,
adjusted general and administrative expenses decreased by
USD 492 million, predominantly driven by lower expenses for
provisions for litigation, regulatory and similar matters.

Net expenses for services to/from Corporate Center and other
business divisions decreased by USD 14 million to USD 4,056
million. Excluding restructuring expenses, adjusted net expenses
for services increased by USD 126 million to USD 3,988 million,
mainly due to higher expenses for regulatory projects and IT
development costs.

Pre-tax profit growth

Pre-tax profit growth in 2019 was 4.4% compared with 1.1%.
On an adjusted basis, pre-tax profit growth was positive 3.6%,
compared with negative 12.1%, and was below our target
range of 10-15% over the cycle.

Cost / income ratio

The cost / income ratio decreased to 79.1% from 80.5%. On an
adjusted basis, the ratio decreased to 78.7% from 79.9% and
was above our 2019 target of around 75%.

Net new money

Net new money inflows were USD 31.6 billion, compared with
inflows of USD 24.7 billion, reflecting an annualized net new
money growth rate of 1.4%, compared with 1.0%, and was
below our 2019 target range of 2-4%.

Invested assets

Invested assets increased by USD 375 billion to USD 2,635
billion, mainly driven by positive market performance of
USD 336 billion, net new money inflows of USD 32 billion and
positive currency effects of USD 6 billion. Mandate penetration
increased to 34.3% from 33.6%.

Personnel

Global Wealth Management employed 22,674 personnel (full-
time equivalents) as of 31 December 2019, a decrease of 944
compared with 23,618 personnel as of 31 December 2018. The
number of advisors decreased by 600 to 10,077. These
decreases reflect the effect of cost management initiatives and a
review of advisor portfolios.
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Financial and operating performance
Personal & Corporate Banking

Personal & Corporate Banking

Personal & Corporate Banking - in Swiss francs'

As of or for the year ended % change from
CHF million, except where indicated 31.12.19 31.12.18 31.12.18
Results

Net interest income 1,980 2,003 (1)

Recurnngnetfeemcome?634 .................... e b
e 1041 ................... 1 082 .............................. (4)
Ll G 419(86)
Income 3,714 4,128 (10)

CredltIoss(expense)/recovery .................................................................................................................................................... ( 22) .................... (55)(60)
Total operating income 3,692 4,074 9)

Personnel expel

Amortization and impairment of goodwill and intangible assets 0 0
Total operating expenses 2,259 2,313 (2)
Business division operating profit / (loss) before tax 1,433 1,760 (19)

Total operating income (adjusted) 3,692 3,715 (1
Total operating expenses as reported 2,259 2,313 (2)

Total operating expenses (adjusted) 2,242 2,302 (3)
Business division operating profit / (loss) before tax as reported 1,433 1,760 (19)
Business division operating profit / (loss) before tax (adjusted) 1,450 1,413 3

Performance measures
Pre-tax profit growth (%) (18.6) 216

Net interest margin (bps) 150 153

Adjusted performance measures
Pre-tax profit growth (%) 2.6 (8.8)

Cost / income ratio (%) 60.4 61.1
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Personal & Corporate Banking - in Swiss francs (continued)’

As of or for the year ended % change from
CHF million, except where indicated 31.12.19 31.12.18 31.12.18
Additional information
Average attributed equity (CHF billi 8.4 7.8 8

-Leverage ratio denominator (CHF
Business volume for personal banking (CHF billion)

Goodwill and intangible assets (CHF billion)
Client assets (CHF billion)?

Impaired loan portfolio as a percentage of total loan portfolio, gross (%)° . .
Personnel (full-time equivalents) 5,148 5,183 (1)

1 Prior-year comparative figures in this table have been restated for the changes in Corporate Center cost and resource allocation to the business divisions and the changes in the equity attribution framework
effective 1 January 2019. Refer to “Note 1 Basis of accounting” in the “Consolidated financial statements” section of our first quarter 2019 report for more information about the changes to the Corporate Center
cost and resource allocation to business divisions and to the “Recent developments” section of our first quarter 2019 report for more information about the changes in the equity attribution framework.
Comparatives may additionally differ as a result of adjustments following organizational changes, restatements due to the retrospective adoption of new accounting standards or changes in accounting policies, and
events after the reporting period. 2 Recurring net fee income consists of fees for services provided on an ongoing basis, such as portfolio management fees, asset-based investment fund fees, custody fees and
account-keeping fees, which are generated on client assets. 3 Transaction-based income comprises the non-recurring portion of net fee and commission income, mainly consisting of brokerage and transaction-
based investment fund fees, as well as credit card fees and fees for payment transactions, together with Other net income from financial instruments measured at fair value through profit or loss. 4 Reflects
restructuring expenses related to legacy cost programs. 5 Prior periods may include allocations (to) / from other business divisions. 6 Refer to the “Capital management” section of this report for more
information. 7 Calculated as net new business volume for the period (annualized as applicable) divided by business volume at the beginning of the period. & Client assets are comprised of invested assets and
other assets held purely for transactional purposes or custody only. We do not measure net new money for Personal & Corporate Banking. 9 Refer to the “Risk management and control” section of this report for

more information about (credit-)impaired exposures.
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Financial and operating performance
Personal & Corporate Banking

2019 compared with 2018

Results

Profit before tax decreased by CHF 327 million, or 19%, to
CHF 1,433 million. Adjusted profit before tax increased by
CHF 37 million, or 3%, to CHF 1,450 million, reflecting lower
operating expenses and lower operating income. This excluded a
prior-year CHF 359 million valuation gain on our equity
ownership in SIX related to the sale of SIX Payment Services to
Worldline, a credit related to changes to our Swiss plan in 2018
and restructuring expenses.

Operating income included a CHF 73 million fee paid to
Global Wealth Management for the shift of CHF 6 billion of
business volume from Global Wealth Management to Personal &
Corporate Banking, as a result of a detailed client segmentation
review.

Operating income

Total operating income decreased by CHF 382 million, or 9%, to
CHF 3,692 million. Excluding the aforementioned valuation gain
on our equity ownership in SIX, adjusted operating income
decreased by CHF23 million, mainly reflecting lower
transaction-based income and lower net interest income, partly
offset by lower credit loss expenses and higher recurring net fee
income.

Net interest income decreased by CHF23 million to
CHF 1,980 million, mainly due to higher funding costs for long-
term debt that contributes to total loss-absorbing capacity and
lower banking book interest income. This was partly offset by
higher deposit revenues.

Recurring net fee income increased by CHF 9 million to
CHF 634 million, mainly reflecting higher fees from bundled
products.

Transaction-based income decreased by CHF 41 million to
CHF 1,041 million, mainly reflecting the aforementioned fee
paid to Global Wealth Management, partly offset by higher
revenues from credit card and foreign exchange transactions.

—» Refer to the “Group performance” section of our third quarter
2019 report for more information about the realignment of our
client coverage between Global Wealth Management and
Personal & Corporate Banking

Other income decreased by CHF 359 million to CHF 60
million. Excluding the aforementioned valuation gain on our
equity ownership in SIX, adjusted other income remained stable.

— Refer to the “Recent developments” section of our fourth

quarter 2018 report for more information about the Worldline
acquisition of SIX Payment Services

We recorded a net credit loss expense of CHF 22 million
compared with CHF 55 million. This reflects stage 1 and 2 net
credit recoveries of CHF 23 million compared with CHF 0 million
for 2018, primarily attributable to a minor improvement in loan
book quality following continued positive developments of

selected economic input data, as well as stage 3 net credit loss
expenses of CHF 44 million compared with CHF 55 million.
—> Refer to “Credit risk” in the “Risk management and control” section
of this report for more information about expected credit losses

Operating expenses

Operating expenses decreased by CHF 54 million to CHF 2,259
million. Excluding a credit of CHF 35 million related to changes
to our Swiss pension plan in 2018 and restructuring expenses,
adjusted total operating expenses decreased by CHF 60 million
to CHF 2,242 million, mainly reflecting CHF 40 million lower
expenses for provisions for litigation, regulatory and similar
matters and CHF 36 million lower net expenses services to/from
Corporate Center and other business divisions.

Personnel expenses increased by CHF 64 million to CHF 850
million. Excluding the aforementioned credit related to changes to
our Swiss pension plan in 2018, adjusted personnel expenses
increased by CHF 33 million, mainly reflecting higher variable
compensation.

General and administrative expenses decreased by CHF 57
million to CHF 222 million, primarily reflecting CHF 40 million
lower expenses for provisions for litigation, regulatory and similar
matters.

Net expenses for services to/from Corporate Center and other
business divisions decreased by CHF 61 million to CHF 1,173
million. Adjusted net expenses for services decreased by CHF 36
million to CHF 1,156 million, mainly reflecting lower expenses for
regulatory projects and real estate.

Pre-tax profit growth

Pre-tax profit growth in 2019 was negative 18.6% compared
with positive 21.6%, mainly due to the aforementioned
valuation gain on our equity ownership in SIX in 2018. On an
adjusted basis, pre-tax profit growth was positive 2.6%,
compared with negative 8.8%, and was slightly below our
target range of 3-5% over the cycle.

Cost / income ratio

The cost / income ratio increased to 60.8% from 56.0%, mainly
due to the aforementioned valuation gain on our equity
ownership in SIX in 2018. On an adjusted basis, the ratio
decreased to 60.4%, compared with 61.1%, and was slightly
above our 2019 target of around 59%.

Net interest margin

The net interest margin was 150 basis points compared with
153 basis points on both a reported and adjusted basis, as net
interest income decreased and average loan volume increased.

Personnel
Personal & Corporate Banking employed 5,148 personnel

(full-time equivalents) as of 31 December 2019, a decrease of
35 compared with 5,183 personnel as of 31 December 2018.
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Personal & Corporate Banking - in US dollars’

As of or for the year ended % change from

USD million, except where indicated 31.12.19 31.12.18 31.12.18
Results g
Net interest income 1,992 2,049 3) g
Recurnngnetfeemcomez ......................................................................................................................................................... gt T :g
L : 045 .................. 1108 .............................. ( 6) 5
L T (86) g
S = 4200 .
Credit loss (expense) / recovery (21) (56) (63) g
Total operating income 3,715 4,161 (11) &
Personnel expenses 856 803 7 E
o
o

Amortization and impairment of goodwill and intangible assets 0 0
Total operating expenses 2,274 2,365 (4)
Business division operating profit / (loss) before tax 1,441 1,796 (20)

Adjusted results

Total operating income as reported 3,715 4,161 (11)
..... ofWh/f/zgamsre/atedz‘o/nvestmenz:wnassoc/ates359
Totaloperatlngmcome(ad]usted)3715 .................. 3802 .............................. ( 2)
Total operating expenses as reported 2,274 2,365 4)

Total operating expenses (adjusted) 2,257 2,355 (4)
Business division operating profit / (loss) before tax as reported 1,441 1,796 (20)
Business division operating profit / (loss) before tax (adjusted) 1,458 1,447 1

Performance measures

Pre-tax profit growth (%) (19.7) 21.8
Cost / income ratio (%) 60.9 56.1
Net interest margin (bps) 149 153

Adjusted performance measures
Pre-tax profit growth (%) 0.8 (8.4)

Cost / income ratio (%) 60.4 61.0
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Financial and operating performance
Personal & Corporate Banking

Personal & Corporate Banking - in US dollars (continued)’

As of or for the year ended % change from
31.12.19 31.12.18 31.12.18

USD million, except where indlicated

Additional information

"I_-éverage ratio denominator (USD billion)® 224.2 213.7

Business volume for personal banking (USD billion) 174 158 10
Netnewbusmessvolumeforpersonalbanklng(USDanlon) ........................................................................................................... e
i umegrowthfor c persona Ibanklng(%)7 ........................................................................................................... e
GoodW|IIand|ntang|b|eassets(USDb|II|on) ................................................................................................................................. Y S
Client assets (USD billion)? 708 648 9

Impaired loan portfolio as a percentage of total loan portfolio, gross (%)°

Personnel (full-time equivalents) 5,183 (1)
1 Prior-year comparative figures in this table have been restated for the changes in Corporate Center cost and resource allocation to the business divisions and the changes in the equity attribution framework
effective 1 January 2019. Refer to “Note 1 Basis of accounting” in the “Consolidated financial statements” section of our first quarter 2019 report for more information about the changes to the Corporate Center
cost and resource allocation to business divisions and to the “Recent developments” section of our first quarter 2019 report for more information about the changes in the equity attribution framework.
Comparatives may additionally differ as a result of adjustments following organizational changes, restatements due to the retrospective adoption of new accounting standards or changes in accounting policies, and
events after the reporting period. 2 Recurring net fee income consists of fees for services provided on an ongoing basis, such as portfolio management fees, asset-based investment fund fees, custody fees and
account-keeping fees, which are generated on client assets. 3 Transaction-based income comprises the non-recurring portion of net fee and commission income, mainly consisting of brokerage and transaction-
based investment fund fees, as well as credit card fees and fees for payment transactions, together with Other net income from financial instruments measured at fair value through profit or loss. 4 Reflects
restructuring expenses related to legacy cost programs. 5 Prior periods may include allocations (to) / from other business divisions. 6 Refer to the “Capital management” section of this report for more
information. 7 Calculated as net new business volume for the period (annualized as applicable) divided by business volume at the beginning of the period. 8 Client assets are comprised of invested assets and
other assets held purely for transactional purposes or custody only. We do not measure net new money for Personal & Corporate Banking. 9 Refer to the “Risk management and control” section of this report for

more information about (credit-)impaired exposures.
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Asset Management

Asset Management'

As of or for the year ended % change from
USD million, except where indicated 31.12.19 31.12.18 31.12.18
Results
Net management fees? 1,778 1,772 0
L G T
Total operating income 1,938 1,852 5
Personnel expenses 722 703 3

Amortization and impairment of goodwill and intangible assets 0 1
Total operating expenses 1,406 1,426 (1)
Business division operating profit / (loss) before tax 532 426 25

Adjusted results

Total operating income @S TEPOMEA et 1938 1852 e 3.
Total operating income (adjusted) 1,938 1,852 5
Total operating expenses as reported 1,406 1,426 (1)

Total operating expenses (adjusted) 1,373 1,370 0
Business division operating profit / (loss) before tax asreported oo D e 826 e S
Business division operating profit / (loss) before tax (adjusted) 565 482 17

Performance measures
Pre-tax profit growth (%)

1 0,

“Net new rﬁ.c;ney growth excluding money market flows (%)*

Adjusted performance measures
Pre-tax profit growth (%)° 171 (0.8)

Cost / income ratio (%) 70.8 74.0

Information by business line / asset class
Net new money (USD billion)*

Lauit

Real Estate & Private Markets 13 1.1
TJORINELNEWIMONEY | o oeoooeeesssessssesssesssssssssesessesssssessessssaseessesesssssesese s sessesse s ssss s s s sse s LLE S 322 e,
of which: net new money excluding money markets 126 24.7
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Financial and operating performance
Asset Management

Asset Management (continued)’

As of or for the year ended % change from
USD million, except where indicated 31.12.19 31.12.18 31.12.18
Invested assets (USD billion)*
Equities 367 272 35

Real Estate & Private Markets 86 82 5
B . S T8 e 0.
of which: passive strategies 374 298 26

Information by region
Invested assets (USD billion)

Americas 206 192 7
L L e i
EuropeMlddleEastandAfnca(echudmgSW|tzerIand)236189 ............................. 5
L g e
Total invested assets 903 781 16

Information by channel
Invested assets (USD billion)

__Thi nal 552 484
UBS's wealth management businesses 253 219 15
Total invested assets 903 781 16

Additional information
Average attributed equity (USD billion)® 1.8 1.8 (1)

Gross margin on invested assets (bps) 23 23 2

Personnel (full-time equivalents) 2,284 2,301 (1)

1 Prior-year comparative figures in this table have been restated for the changes in Corporate Center cost and resource allocation to the business divisions and the changes in the equity attribution framework
effective 1 January 2019. Refer to “Note 1 Basis of accounting” in the “Consolidated financial statements” section of our first quarter 2019 report for more information about the changes to the Corporate Center
cost and resource allocation to business divisions and to the “Recent developments” section of our first quarter 2019 report for more information about the changes in the equity attribution framework.
Comparatives may additionally differ as a result of adjustments following organizational changes, restatements due to the retrospective adoption of new accounting standards or changes in accounting policies, and
events after the reporting period. 2 Net management fees include transaction fees, fund administration revenues (including net interest and trading income from lending activities and foreign exchange hedging as
part of the fund services offering), gains or losses from seed money and co-investments, funding costs, and other items that are not performance fees. 3 Reflects restructuring expenses related to legacy cost
programs as well as expenses for new restructuring initiatives. 4 Effective 1 January 2019, certain assets have been reclassified between asset classes to better reflect their underlying nature, with prior-period
information restated. The adjustments have no effect on total net new money and total invested assets. 5 Excluding the effect of business exits. & Refer to the "Capital management” section of this report for
more information. 7 Calculated as operating profit before tax (annualized as applicable) divided by average invested assets.
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2019 compared with 2018

Results

Profit before tax increased by USD 106 million, or 25%, to
USD 532 million. Excluding a credit of USD 10 million related to
changes to our Swiss pension plan in the first quarter of 2018
and restructuring expenses, adjusted profit before tax increased
by USD 83 million, or 17%, to USD 565 million, reflecting higher
operating income and stable operating expenses.

Operating income
Total operating income increased by USD 86 million, or 5%, to
USD 1,938 million.

Net management fees increased by USD 6 million to
UsD 1,778 million, reflecting the effect of higher average
invested assets, partly offset by continued pressure on margins.

Performance fees increased by USD 80 million to USD 160
million, mainly driven by increases in performance fees in
Equities and in Hedge Fund Businesses, reflecting strong
investment performance in a constructive market environment.

Operating expenses

Total operating expenses decreased by USD 20 million, or 1%,
to USD 1,406 million, while adjusted total operating expenses
were broadly stable at USD 1,373 million.

Personnel expenses increased by USD 19 million to USD 722
million. Excluding the aforementioned credit related to
changes to our Swiss pension plan in the first quarter of 2018
and personnel-related restructuring expenses, adjusted
personnel expenses increased by USD 26 million to USD 716
million, driven by higher expenses for variable compensation.

General and administrative expenses decreased by USD 5
million to USD 197 million. Adjusted general and administrative
expenses were broadly stable at USD 190 million.

Net expenses for services to/from Corporate Center and other
business divisions decreased by USD 32 million to USD 486
million. Adjusted net expenses for services from Corporate Center
and other business divisions decreased by USD 19 million to
USD 466 million, primarily driven by a shift of market data service
charges from Group Operations to Asset Management, which
were partly offset by higher expenses from Group Technology.

Pre-tax profit growth

On a reported basis, 2019 pre-tax profit growth was positive
24.9% compared with negative 24.3%. On an adjusted basis,
pre-tax profit growth was positive 17.1% compared with
negative 0.8% and was above our target of around 10% over
the cycle.

Cost / income ratio

The cost / income ratio was 72.6% compared with 77.0%. On
an adjusted basis, the ratio was 70.8% compared with 74.0%,
which is below our 2019 target of around 72%.

Net new money

Net new money was USD 17.8 billion, compared with inflows of
USD 32.2 billion. Excluding money market flows, net new
money was USD 12.6 billion compared with inflows of USD 24.7
billion, primarily driven by our third-party wholesale and UBS's
wealth management businesses channels. The net new money
growth rate, excluding money market flows, was positive 1.8%,
compared with positive 3.5%, and was below our 2019 target
range of 3-5%. Net inflows were mainly driven by Europe and
Switzerland.

Invested assets

Invested assets increased to USD 903 billion from USD 781
billion, mainly due to positive market performance of USD 101
billion, net new money inflows of USD 18 billion, and positive
foreign currency translation effects of USD 3 billion.

Personnel
Asset Management employed 2,284 personnel (full-time

equivalents) as of 31 December 2019, a decrease of 17
compared with 2,301 personnel as of 31 December 2018.
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Financial and operating performance
Asset Management

Investment performance

2019 saw most risk assets perform strongly. The US Federal

In 2019, 79% of our active traditional funds outperformed
their benchmark and 69% outperformed peer medians. Long-
term performance remains strong despite a challenging 2018,

Reserve dramatically reversed its policy guidance in early 2019, with 85% outperforming their benchmark and 82%
triggering a significant rally from depressed valuations and outperforming peer medians over five years.
supporting markets into the year-end.
Investment performance as of 31 December 2019

Annualized
Active funds versus benchmark 1 year 3 years 5 years
Percentage of fund assets exceedling benchmark
Equities' 82 87 89
L e o
L e G
Total traditional investments 79 86 85
Active funds versus peers
Percentage of fund assets ranking in first or second quartile / exceeding peer index
Equities' 79 92 92
L s e
L o Y
Total traditional investments 69 77 82
Passive funds tracking accuracy
Percentage of passive fund assets within applicable tracking tolerance
All asset classes? 93 93 94

1 Percentage of active fund assets above benchmark (gross of fees) / peer median. Based on the universe of Europe-domiciled active wholesale funds available to UBS's wealth management businesses and other
wholesale intermediaries as of 31 December 2019. Source of comparison versus peers: Thomson Reuters LIM (Lipper Investment Management). Source of comparison versus benchmark: UBS. Universe represents
approximately 64% of all active traditional fund assets (Equities, Fixed Income excluding money market, and Multi-asset), 24% of all actively managed traditional assets including segregated accounts (Equities,
Fixed Income excluding money market, and Multi-asset) and 17% of all actively managed assets including segregated accounts (Equities, Fixed Income excluding money market, Multi-asset, Hedge Fund Businesses,

and Real Estate & Private Markets) as of 31 December 2019.

2 Percentage of passive fund assets within applicable tracking tolerance on a gross of fees basis. Tracking accuracy information represents a universe

of Europe-domiciled institutional and wholesale funds representing approximately 40% of our total passive invested assets as of 31 December 2019. Source: UBS.
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Investment Bank

Investment Bank!

As of or for the year ended % change from
USD million, except where indicated 31.12.19 31.12.18 31.12.18
Results
Corporate Client Solutions 2,267 2,621 (13)
Advisory 707 717 (1)
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Investor Client Services 5,032 5,458 (8)
Equities 3,453 3,850 (10)
Forelgn Exchange s 1 g : 609 .............................. (2)
Income 7,299 8,079 (10)
Cred|tIoss(expense)/recovery .................................................................................................................................................... ; 30) .................... (38)(22)
Total operating income 7,269 8,041 (10)

2,941 )

Amortization and impairment of goodwill and intangible assets 115 12 833
Total operating expenses 6,485 6,554 (1)
Business division operating profit / (loss) before tax 784 1,486 (47)

come (adjusted)
Total operating expenses as reported

Total operating expenses (adjusted) 6,208 6,367 (3)
Business divislon operating profit/(loss) before tax aSTEPOME e es s e snssnsen L ./
Business division operating profit / (loss) before tax (adjusted) 1,061 1,674 (37)
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Financial and operating performance
Investment Bank

Investment Bank (continued)’

As of or for the year ended % change from

USD million, except where indicated 31.12.19 31.12.18 31.12.18
Performance measures
Return on attributed equity (%P ettt O e D e
Cost / income ratio (%) 88.9 81.1

Adjusted performance measures
Return on ATIDUTEd BQUIY (] ... eeeeeeeesessessessssssssssss s D s
Cost / income ratio (%) 85.1 78.8

Additional information

Pre-tax profit growth (%) (47.3) 36.7

Goodwill and intangible assets (USD billion) 0.0 0.1 (9;3-)"
Compensation ratio (%) 37.7 36.4

Average VaR (1-day, 95% confidence, 5 years of historical data) 9 1" (16)
Impaired loan portfolio as a percentage of total loan portfolio, gross (%)*> 0.7 1.4

Personnel (full-time equivalents)® 5,331 5,205 2

1 Prior-year comparative figures in this table have been restated for the changes in Corporate Center cost and resource allocation to the business divisions and the changes in the equity attribution framework
effective 1 January 2019. Refer to “Note 1 Basis of accounting” in the “Consolidated financial statements” section of our first quarter 2019 report for more information about the changes to the Corporate Center
cost and resource allocation to business divisions and to the “Recent developments” section of our first quarter 2019 report for more information about the changes in the equity attribution framework.
Comparatives may additionally differ as a result of adjustments following organizational changes, restatements due to the retrospective adoption of new accounting standards or changes in accounting policies, and
events after the reporting period. 2 Reflects restructuring expenses related to legacy cost programs. 3 Refer to the “Capital management” section of this report for more information. 4 Refer to the “Risk
management and control” section of this report for more information about (credit-)impaired loan exposures. 5 Impaired loan portfolio as a percentage of total loan portfolio, gross, as of 31 December 2018 has
been restated, resulting in a decrease of 0.1%. 6 Personnel (full-time equivalents) as of 31 December 2019 has been amended compared with our fourth quarter 2019 report, resulting in a decrease of 1.
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2019 compared with 2018

Results

Profit before tax decreased by USD 702 million, or 47%, to
USD 784 million. Excluding restructuring expenses and a
goodwill charge, adjusted profit before tax decreased by
USD 613 million, or 37%, to USD 1,061 million. This was driven
by lower operating income, partly offset by lower operating
expenses.

Operating income

Total operating income decreased by USD 772 million, or 10%,
to USD 7,269 million. The prior year included net income of
around USD 100 million, consisting mainly of previously deferred
day-1 profits that were subsequently recognized as a result of
enhanced observability and revised valuations in the funding
curve used to value UBS interest rate-linked notes, and USD 53
million of revenues from Group Treasury for the rebalancing of
the Group’s currency exposures in connection with the change
of functional and presentation currencies. Excluding these items,
total operating income decreased 8%. Net credit loss expense
was USD 30 million compared with USD 38 million.

Operating income by business unit

Corporate Client Solutions

Corporate Client Solutions revenues decreased by USD 354
million, or 13%, to USD 2,267 million, as a result of lower
revenues across all income lines.

Advisory revenues decreased by USD 10 million, or 1%, to
UsSD 707 million, reflecting lower revenues from merger and
acquisition transactions, while the global fee pool decreased
10%. Lower revenues from public transactions were partly offset
by higher revenues from private transactions.

Equity Capital Markets revenues decreased 20% to USD 631
million from a stronger prior year of USD 785 million, largely
driven by lower revenues from private transactions. Revenues
from public offerings were also lower, against a decrease in the
global fee pool of 5%.

Debt Capital Markets revenues decreased 15% to USD 652
million from USD 769 million, mainly reflecting lower leveraged
finance revenues, against a global fee pool decrease of 14%.

Financing Solutions revenues decreased 3% to USD 270
million from USD 278 million, reflecting lower levels of client
activity.

Risk Management revenues decreased 90% to USD 7 million
from USD 72 million, mainly due to lower gains on a smaller
portfolio of loans that were largely exited in 2018, and due to
lower gains on a restructured debt position.

Investor Client Services

Investor Client Services revenues decreased by USD 426 million,
or 8%, to USD 5,032 million, reflecting lower revenues in both
Equities and Foreign Exchange, Rates and Credit.

Equities
Equities revenues decreased by USD 397 million, or 10%, to
USD 3,453 million, with lower revenues across all product lines.
Cash revenues decreased to USD 1,169 million from
USD 1,258 million, mainly reflecting lower market volumes.
Derivatives revenues decreased to USD 851 million from
UsD 1,041 million, reflecting a strong prior year and lower client
activity levels.
Financing Services revenues decreased to USD 1,452 million
from USD 1,610 million, primarily driven by prime brokerage.

Foreign Exchange, Rates and Credit

Foreign Exchange, Rates and Credit revenues decreased 2% to
UsD 1,579 million from USD 1,609 million, primarily due to the
second quarter of 2018 including net income of around
USD 100 million, consisting mainly of the aforementioned
previously deferred day-1 profits. The comparison of Foreign
Exchange, Rates and Credit revenues was also affected by the
fourth quarter of 2018, including USD 53 million of the
aforementioned revenues from Group Treasury. Excluding these
items, Foreign Exchange, Rates and Credit revenues increased
9%, reflecting an increase in Rates and Credit revenues, mainly
due to higher client activity levels in a more constructive trading
environment, partly offset by a decrease in Foreign exchange
revenues, reflecting lower levels of volatility and client activity
levels.

Operating expenses

Total operating expenses decreased by USD 69 million, or 1%,
to USD 6,485 million, and adjusted operating expenses
decreased by USD 159 million, or 3%, to USD 6,208 million.

Personnel expenses decreased to USD 2,748 million from
USD 2,941 million, and adjusted personnel expenses decreased
to USD 2,664 million from USD 2,930 million, mainly reflecting
lower variable compensation expenses.

General and administrative expenses increased to USD 688
million from USD 651 million, and on an adjusted basis
increased to USD 682 million from USD 640 million, mostly due
to the prior year including a USD 64 million net release of
provisions for litigation, regulatory and similar matters.

Net expenses for services to/from Corporate Center and other
business divisions decreased to USD 2,926 million from
USD 2,942 million. Excluding restructuring expenses, adjusted
net expenses increased to USD 2,849 million from USD 2,776
million, mainly due to higher expenses for IT development and
amortization of software and compliance costs.
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Financial and operating performance
Investment Bank

Amortization and impairment of goodwill and intangible assets
increased by USD 103 million to USD 115 million. Excluding a
USD 110 million goodwill charge, amortization and impairment of
goodwill and intangibles assets on an adjusted basis decreased by
USD 7 million to USD 6 million. As we continue to realign our
Investment Bank and execute on a number of strategic initiatives
to drive profitable growth, IAS 36, Impairment of Assets, requires
us to give consideration to the range of possible forecast cash
flows and uncertainties in macroeconomic factors that currently
exist when determining the recoverability of goodwill. With this
write-down, goodwill in the Investment Bank is now nil.

Cost / income ratio

The cost / income ratio increased to 88.9% from 81.1%. On an
adjusted basis, the cost / income ratio increased to 85.1% from
78.8%, and was above our 2019 target range of around 78%.

Return on attributed equity
Return on attributed equity for 2019 was 6.4%, and 8.6% on
an adjusted basis, below our target of around 15% over the
cycle.
—> Refer to “Equity attribution and return on attributed equity” in
the “Capital management” section of this report for more
information

100

Risk-weighted assets
Risk-weighted assets (RWA) decreased by USD 12 billion to
USD 81 billion as of 31 December 2019, driven by lower market
risk RWA, reflecting lower average regulatory and stressed
value-at-risk levels.
—» Refer to the “Capital management” section of this report for
more information

Leverage ratio denominator

The leverage ratio denominator (LRD) increased by USD 10
billion to USD 293 billion as of 31 December 2019, due to an
increase in  trading portfolio assets, reflecting market
appreciation, partly offset by lower derivative and securities
financing transaction exposures.

> Refer to the “Capital management” section of this report for
more information

Personnel

The Investment Bank employed 5,331 personnel (full-time
equivalents) as of 31 December 2019, an increase of 126
compared with 5,205 personnel as of 31 December 2018,
primarily as a result of the consolidation of the Documentation
Unit and Client Hub into the Investment Bank.
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Corporate Center

Corporate Center?'?2

As of or for the year ended % change from
USD million, except where indlicated 31.12.19 31.12.18 31.12.18
Results
B O77) T 81
of which: Group Treasury (69) (445) (84)
of which: Non-core and Legacy Portfolio (84) (128) (35)
of which. Retained Services (424) (398) 7
Adjusted results
Total operating income as reported (385) (626) (38)

Total operating income (adjusted) (321) (413) (22)

Total operating expenses as reported 192 346 (44)

)
Total operating expenses (adjusted) 194 472 (59)
Operating profit / (loss) before tax as reported (577) (971) (41)
Operating profit / (loss) before tax (adjusted) (515) (885) (42)

Additional information
ibuted equi

billion)?

Leverage ratio dénominator (USD billion)3 76.2 86.5 (12)
Personnel (full-time equivalents)* 33,164 30,581 8

1 Prior-year comparative figures in this table have been restated for the changes in Corporate Center cost and resource allocation to the business divisions and the changes in the equity attribution framework
effective 1 January 2019. Refer to "Note 1 Basis of accounting” in the “Consolidated financial statements” section of our first quarter 2019 report for more information about the changes to the Corporate Center
cost and resource allocation to business divisions and to the “Recent developments” section of our first quarter 2019 report for more information about the changes in the equity attribution framework.
Comparatives may additionally differ as a result of adjustments following organizational changes, restatements due to the retrospective adoption of new accounting standards or changes in accounting policies, and
events after the reporting period. 2 The presentation of reported results in this table has been amended to focus on operating profit / (loss), providing a breakdown into Group Treasury, Non-core and Legacy
Portfolio, and Retained Services. 3 Refer to the “Capital management” section of this report for more information. 4 Personnel (full-time equivalents) as of 31 December 2019 has been amended compared with
our fourth quarter 2019 report, resulting in a decrease of 54.
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Financial and operating performance
Corporate Center

2019 compared with 2018
Results

Corporate Center recorded a loss before tax of USD 577 million,
compared with a loss of USD 971 million in the prior year. The
adjusted loss before tax was USD 515 million compared with a
loss of USD 885 million, excluding the remeasurement loss
related to the increase of our shareholding in UBS Securities
China in 2018, a prior-year credit related to changes to our
Swiss pension plan and other adjusting items.

Group Treasury

The Group Treasury result was a loss of USD 69 million,
compared with a loss of USD 445 million. The adjusted loss
before tax was USD 33 million, compared with a loss of
USD 443 million, excluding net foreign currency translation
losses in 2019 and restructuring expenses.

Group Treasury included income from accounting
asymmetries that were positive USD 103 million, compared with
negative USD 77 million. Revenues relating to centralized Group
Treasury risk management services were negative USD 168
million, compared with negative revenues of USD 320 million.
Revenues related to hedge accounting ineffectiveness were
positive USD 118 million, compared with positive USD 25
million. Adjusted operating expenses increased to USD 93
million, compared with USD 81 million.

102

Non-core and Legacy Portfolio

The Non-core and Legacy Portfolio result was a loss of USD 84
million, compared with a loss of USD 128 million. The improved
result was mainly due to lower operating expenses driven by the
release of litigation provisions and decreased net expenses for
services from business divisions and other Corporate Center
units. Net operating income decreased, mainly due to 2018
including higher valuation gains on auction rate securities. This
was partly offset by a gain related to the settlement of a
litigation claim and income related to a claim on a defaulted
counterparty position.

Retained Services

The Retained Services result was a loss of USD 424 million,
compared with a loss of USD 398 million. 2019 included losses
from the remeasurement of properties reclassified as properties
held for sale, while 2018 included gains on sale of real estate, a
gain on the sale of subsidiaries and businesses and the
remeasurement loss related to the increase of our shareholding
in UBS Securities China. Excluding the aforementioned adjusting
items and restructuring expenses, the adjusted result was
negative USD 400 million, compared with negative USD 317
million, mainly due to higher funding costs related to deferred
tax assets, reflecting higher interest rates.

Personnel

As of 31 December 2019, Corporate Center employed 33,164
personnel (full-time equivalents), a net increase of 2,583
compared with 31 December 2018. The increase was mainly
driven by the ongoing insourcing of certain activities from third-
party vendors to our Business Solutions Centers, resulting in a
decrease of approximately 2,200 outsourced staff.
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Risk, treasury
and capital
Management

Management report

Audited information according to IFRS 7 and IAS 1

Risk and capital disclosures provided in line with the requirements of International Financial Reporting Standard 7 (IFRS 7),
Financial Instruments: Disclosures, and International Accounting Standard 1 (IAS 1), Presentation of Financial Statements, form
part of the financial statements included in the “Consolidated financial statements” section of this report and audited by the
independent registered public accounting firm Ernst & Young Ltd, Basel. This information is marked as “Audited” within this
section of the report. The risk profile of UBS AG consolidated does not differ materially from that of UBS Group AG
consolidated. Audited information provided in the “Risk management and control” and “Treasury management” sections
applies to both UBS Group AG consolidated and UBS AG consolidated.

Signposts

The Audited | signpost that is displayed at the beginning of a section, table or chart indicates that those items have been audited. A triangle symbol - A —
indicates the end of the audited section, table or chart.
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Risk management and control

Overview of risks arising from our business activities

The scale of our business activities is dependent on the capital
we have available to cover the risks in our businesses, the size of
our on- and off-balance sheet assets through their contribution
to our capital, leverage and liquidity ratios, and our risk appetite.

Our overall credit risk profile remained broadly unchanged
in 2019 and we continued to manage market risks at generally
low levels.

Operational resilience, conduct and prevention of financial
crime remain key focus topics.

The “Risk measures and performance” table on the next page
shows risk-weighted assets (RWA), the leverage ratio
denominator (the LRD) and risk-based capital (RBC), as well as
attributed tangible equity, total assets and operating profit
before tax on both a reported and adjusted basis for our

business divisions and Corporate Center. This illustrates how the
activities in our business divisions and Corporate Center are
captured in the risk measures mentioned above the table, and it
illustrates their financial performance in the context of these
measures.

—» Refer to the “Capital management” section of this report for
more information about RWA, LRD and our equity attribution
framework

_» Refer to “Statistical measures” in this section for more
information about RBC

—» Refer to the “Performance of our business divisions and
Corporate Center — reported and adjusted” table in the “Group
performance” section of this report for more information
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Risk, treasury and capital management
Risk management and control

Key risks, risk measures and performance by business division and Corporate Center

Business divisions and Corporate = Global Wealth Personal & Corporate Asset Management Investment Bank Corporate Center
Center Management Banking
Key risks arising from business Credit risk from lending Credit risk from retail Small amounts of credit Credit risk from lending Credit and market risk
activities against securities collateral  ~business, mortgages, and market risk (take and hold as well as arising from management
and mortgages, and a secured and unsecured temporary loan of the Group's balance
small amount of derivatives ' corporate lending, and a underwriting activities), sheet, capital, profit or loss
trading activity small amount of derivatives derivatives trading and and liquidity portfolios
trading activity securities financing
Market risk from municipal
securities and taxable Minimal contribution to Market risk from primary
fixed-income securities market risk underwriting activities and

secondary trading

Operational risk, which includes compliance and conduct risks, is an inevitable consequence of being in business, as losses can result from inadequate or failed internal processes,
people and systems, or from external events. It can arise as a result of our past and current business activities across all business divisions and Corporate Center.

Risk measures and performance

31.12.19
Personal &
Global Wealth Corporate Asset Investment Corporate
USD billion, as of or for the year ended Management Banking Management Bank Center Group
Risk-weighted assets' 78.1 . X 81.1 28.3 259.2

of which: operational risk 359 77 2.0 22.5 9.4 77.5
Leverage ratio denominator’ 312.7 224.2 5.0 293.2 76.2 9113
Risk-based capital? 6.6 4.9 0.4 7.0 16.1 35.0
Average attributed tangible equity? 11.5 8.4 0.4 12.2 15.1 41.6
Total assets 309.8 209.4 34.6 315.9 102.6 972.2
Operating profit / (loss) before tax (as reported) 3.4 1.4 0.5 0.8 (0.6) 5.6
Operating profit / (loss) before tax (adjusted)* 3.5 1.5 0.6 1.1 (0.5) 6.0

31.12.18
Personal &
Global Wealth Corporate Asset Investment Corporate
USD billion, as of or for the year ended Management Banking  Management Bank Center Group
Risk-weighted assets! 743 63.9 43 93.2 28.1 263.7

of which: operational risk

Leverage ratio denominator’ 315.8 904.6
Risk-based capital? 5.0 33.3
Average attributed tangible equity? 11.2 45.9
Total assets 313.7 958.4
Operating profit / (loss) before tax (as reported) 3.3 . 6.0
Operating profit / (loss) before tax (adjusted)* 3.3 1.4 1.7 (0.9) 6.1

1 Refer to the " Capital management” section of this report for more information. 2 Refer to “Statistical measures” in this section for more information on risk-based capital. 3 Average attributed tangible equity
of the business divisions and Corporate Center as of 31 December 2018 has been restated for the changes in equity attribution in the first quarter of 2019. Refer to the “Significant accounting and financial
reporting changes” section in this report for more information. 4 Refer to the “Performance of our business divisions and Corporate Center — reported and adjusted” table in the “Group performance” section of
this report for more information.
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Risk categories

We categorize the risk exposures of our business divisions and Corporate Center as outlined in the table below.

Risk definitions

Captured
in our risk
Risk Independent appetite
managed by oversight by framework
Primary risks: the risks that our businesses may take to generate a return
Credit risk: the risk of loss resulting from the failure of a client or counterparty to meet its contractual obligations toward Business Risk Control ([ J
UBS. This includes settlement risk and loan underwriting risk. management
Settlement risk: the risk of loss resulting from transactions that involve exchange of value (e.g., security versus cash) where we
must deliver without first being able to determine with certainty that we will receive the countervalue.
Loan underwriting risk: the risk of loss arising during the holding period of financing transactions that are intended for further
distribution.
Market risk (traded and non-traded): the risk of loss resulting from adverse movements in market variables. Market Business Risk Control { ]
variables include observable variables, such as interest rates, foreign exchange rates, equity prices, credit spreads and commodity management and
(including precious metal) prices, and variables that may be unobservable or only indirectly observable, such as volatilities and Group Treasury
correlations. Market risk includes issuer risk and investment risk. 2
Issuer risk: the risk of loss from changes in fair value resulting from credit-related events affecting an issuer to which we are GE)
exposed through tradable securities or derivatives referencing the issuer. o
Investment risk: issuer risk associated with positions held as financial investments. =
- ) . . ; . . ” . ; s}
Country risk: the risk of losses resulting from country-specific events. It includes transfer risk, whereby a country’s authorities prevent or Business Risk Control ([ J IS
restrict the payment of an obligation, as well as systemic risk events arising from country-specific political or macroeconomic developments.  management ©
Consequential risks: the risks to which our businesses are exposed as a consequence of being in business %
Liquidity risk: the risk that the bank will not be able to efficiently meet both expected and unexpected current and forecast ~ Group Treasury Risk Control [ ] o
cash flows and collateral needs without affecting either daily operations or the financial condition of the firm. g
Funding risk: the risk that the bank will be unable, on an ongoing basis, to borrow funds in the market on an unsecured §
(or even secured) basis at an acceptable price to fund actual or proposed commitments; i.e., the risk that UBS's funding capacity is not @
sufficient to support the firm's current business and desired strategy. :
Structural foreign exchange risk: the risk of decreases in our capital due to changes in foreign exchange rates with an adverse Group Treasury Risk Control [ ] =
translation effect on capital held in currencies other than the US dollar.
Operational risk: the risk resulting from inadequate or failed internal processes, people and systems, or from external causes Business Group Compliance, [ J
(deliberate, accidental or natural) that have an impact (either financial or non-financial) on UBS, its clients or the markets in which it management Regulatory & Gov-
operates. Events may be direct financial losses or indirect in the form of revenue forgone as a result of business suspension. They may ernance (GCRG)
also result in damage to our reputation and to our franchise that has longer-term financial consequences.
Legal risk: the financial or reputational implications resulting from the risk of: (i) being held liable for a breach of applicable laws, Legal
rules or regulations; (i) being held liable for a breach of contractual or other legal obligations; (iii) an inability or failure to enforce
or protect contractual rights or non-contractual rights sufficiently to protect UBS's interests, including the risk of being party to
a claim in respect of any of the above (and the risk of loss of attorney-client privilege in the context of any such claim); (iv) a failure
to adequately develop, supervise and resource legal teams or adequately supervise external legal counsel advising on business
legal risk and other matters; and (v) a failure to adequately manage any potential, threatened and commenced litigation and legal
proceedings, including civil, criminal, arbitration and regulatory proceedings, and/or litigation risk or any dispute or investigation
that may lead to litigation or threat of any litigation.
Conduct risk: the risk that the conduct of the firm or its individuals unfairly impacts clients or counterparties, undermines the GCRG
integrity of the financial system or impairs effective competition to the detriment of consumers.
Compliance risk: the risk incurred by the firm by not adhering to the applicable laws, rules and regulations, and our own internal GCRG
standards.
Financial crime risk: the risk that UBS fails to detect criminal activities, including internal and external theft and fraud, money GCRG
laundering, bribery and corruption, fails to comply with sanctions and embargoes, or fails to report or respond to requests from
relevant authorities related to these matters.
Cybersecurity and information security risk: the risk of a material impact from an external or internal attack on our Business GCRG
information systems with the purpose of data theft, fraud or denial of service. Cyberattacks are manifestations of a cyber threat management and
into an act of aggression or criminal activity causing financial, regulatory or reputational harm or loss. Group Technology
Pension risk: the risk of a negative impact on our capital as a result of deteriorating funded status from decreases in the fair value of ~ Human Risk Control [ ]
assets held in the defined benefit pension funds and/or changes in the value of defined benefit pension obligations due to changes in Resources and Finance
actuarial assumptions (e.g., discount rate, life expectancy, rate of pension increase) and/or changes to plan designs.
Environmental and social risk: the risk that UBS supports clients, or sources from suppliers, who cause or contribute to severe envi- Business Risk Control ([ J
ronmental damage or human rights infringements. Environmental and social risks can also arise if UBS's operational activities and its management
employees (or contractors working on behalf of UBS) fail to operate within relevant environmental and human rights regulations. Environ-
mental and social risks (including human rights and climate-related risks) may result in adverse financial and reputation impacts for UBS.
- Refer to the “Management of environmental and social risks” section of the Sustainability Report 2019
Model risk: the risk of adverse consequences via financial loss or non-financial impact (e.g., poor business and/or strategic decision- Model owner Risk Control ([ J
making, or damage to the firm’s reputation) resulting from decisions based on incorrect or misused model outputs and reports. Model
risk may result from a number of sources: inputs, methodology, implementation or use.
Business risks: the risks arising from the commercial, strategic and economic environment in which our businesses operate
Business risk: the potential negative impact on earnings from lower-than-expected business volumes and/or margins, to the extent Business Finance ([ J
they are not offset by a decrease in expenses. management
Reputational risks
Reputational risk: the risk of damage to our reputation from the point of view of our stakeholders, such as clients, shareholders, All businesses and ~ All control
staff and the general public. functions functions
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Top and emerging risks

The top and emerging risks disclosed below reflect those that
we currently think have the potential to materialize within one
year and which could significantly affect the Group. Investors
should also carefully consider all information set out in the “Risk
factors” section of this report, where we discuss these and other
material risks that we consider could have an effect on our
ability to execute our strategy and may affect our business
activities, financial condition, results of operations and business
prospects.

— We are exposed to a number of macroeconomic issues as
well as general market conditions. As noted in “Market and
macroeconomic risks” in the “Risk factors” section of this
report, these external pressures may have a significant
adverse effect on our business activities and related financial
results, primarily through reduced margins and revenues,
asset impairments and other valuation adjustments.
Accordingly, these macroeconomic factors are considered in
the development of stress testing scenarios for our ongoing
risk management activities.

— The outbreak of Covid-19 in China and its subsequent spread
to other countries is likely to have at least a short-term adverse
effect on economic activity in China and other affected
countries, with a collateral impact on the global economy. A
significant rise in the number of Covid-19 infections, infections
in a wide range of countries and regions, or a prolongation of
the outbreak, could increase the adverse economic effects.
These adverse effects may materialize through adverse market
performance, increased credit risk or negative effects on
operational resilience.

— We are exposed to substantial changes in the regulation of
our businesses that could have a material adverse effect on
our business, as discussed in the “Regulatory and legal
developments” section of this report and in “Regulatory and
legal risks” in the “Risk factors” section of this report.

— As a global financial services firm we are subject to many
different legal, tax and regulatory regimes and extensive
regulatory oversight. We are exposed to significant liability
risk and we are subject to various claims, disputes, legal

proceedings and government investigations, as noted in
“Regulatory and legal risks” in the “Risk factors” section of
this report. Information about litigation, regulatory and
similar matters we consider significant is disclosed in “Note
21 Provisions and contingent liabilities” in the “Consolidated
financial statements” section of this report.

One of the most critical risks facing the broader industry is
the inability to keep pace with evolving cyber threats, such as
data theft and data leakage, disruption of service and cyber
fraud, all of which have the potential to significantly affect
our business. Additionally, as a result of the operational
complexity of all our businesses, we are continually exposed
to operational resilience scenarios such as process error, failed
execution, system failures and fraud.

Conduct risks are inherent in our businesses. Achieving fair
outcomes for our clients, upholding market integrity and
cultivating the highest standards of employee conduct are of
critical importance to the firm. Management of conduct risks
is an integral part of our operational risk framework.

Financial crime, including money laundering, terrorist
financing, sanctions violation, fraud, bribery and corruption,
presents significant risk. Heightened regulatory expectations
and attention require investment in people and systems,
while emerging technologies and changing geopolitical risks
further increase the complexity of identifying and preventing
financial crime. Refer to “Operational risk” in this section and
“Strategy, management and operations risks” in the “Risk
factors” section of this report for more information.

108 For the purpose of this Supplement, this page is referred to as page 155



Risk governance

Our risk governance framework operates along three lines of
defense.

Our first line of defense, business management, owns its risk
exposures and is required to maintain effective processes and
systems to manage its risks, including robust and comprehensive
internal controls and documented procedures. Business
management has appropriate supervisory controls and review
processes in place, which are designed to identify control
weaknesses and inadequate processes.

Our second line of defense is formed by the control functions,
which are separate from the business and report directly to the
Group CEO. Control functions provide independent oversight of

risks, including setting risk appetite and protecting against non-
compliance with applicable laws and regulations.

Our third line of defense, Group Internal Audit, reports to the
Audit Committee of the Board of Directors. This function
evaluates the overall effectiveness of governance, risk
management and the control environment, including the
assessment of how the first and second lines of defense meet
their objectives.

The key roles and responsibilities for risk management and
control are illustrated in the following chart and described on
the following pages.

audited | Risk governance

Risk Audit Corporate Culture and Governance and Compensation
Committee Committee Responsibility Committee Nominating Committee Committee
"\

Group Internal Audit (third line of defense)

Group Chief Executive Officer

Business
management
(first line of defense)

Divisional, regional,
legal entity Presidents

Group Risk
Control

Group Chief Risk
Officer

Group Compliance,
Regulatory &
Governance (GCRG)

Group Chief
Compliance and
Governance Officer

Corporate Center control functions (second line of defense)

Group
Finance

Group Chief
Financial Officer

Group General
Counsel

Group
Treasury*

Group Asset and Liability Committee (ALCO)

and functional risk committees

Divisional
Presidents

Regional / legal entity
Presidents

Risk and asset
and liability
committees

Market and
Treasury CRO

Central Risk
functions

Divisional CROs

Regional / legal entity
CROs

Central GCRG
functions

Divisional heads
Compliance & Operational
Risk Control (C&ORC)

Regional / legal entity
heads C&ORC

Central Finance
functions

Divisional CFOs

Regional / legal entity
CFOs

Central Legal
functions

Divisional General
Counsels

Regional / legal entity
General Counsels

* Part of Group Finance
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Risk, treasury and capital management
Risk management and control

The Board of Directors (the BoD) is responsible for
approving the risk management and control framework of the
Group, including the overall risk appetite of the Group and
business divisions. The BoD is supported by the BoD Risk
Committee, which monitors and oversees the Group’s risk
profile and the implementation of the risk framework as
approved by the BoD, and approves the Group's risk appetite
methodology. The Corporate Culture and Responsibility
Committee supports the BoD in fulfilling its duty to safeguard
and advance the Group's reputation for responsible and
sustainable conduct. It reviews stakeholder concerns and
expectations pertaining to UBS’s societal contribution and
corporate culture. The Audit Committee supports the BoD in
fulfilling its oversight duty relating to financial reporting and
internal controls over financial reporting, the effectiveness of the
external and internal audit functions, and the effectiveness of
whistleblowing procedures.

The Group Executive Board (the GEB) has overall responsibility
for establishing and implementing risk management and control
in the Group. It manages the risk profile of the Group as a
whole.

The Group Chief Executive Officer (the Group CEO) has
responsibility and accountability for the management and
performance of the Group, has risk authority over transactions,
positions and exposures, and allocates risk limits approved by the
BoD within the business divisions and Corporate Center.

The business division Presidents are responsible for the
success, risks, results and value of their business division. This
includes controlling and administering the dedicated financial
resources and risk appetite of the business division.

The regional Presidents facilitate the implementation of UBS's
strategy in their region, and have the mandate to inform the
GEB of any activities and issues that may give rise to actual or
potentially material regulatory or reputational concerns.

The Group Chief Risk Officer (the Group CRO) is responsible
for the development of the Group’s risk management and
control framework (including risk principles and risk appetite) for
credit, market, country, liquidity, funding, model, and
environmental and social risks. This includes risk measurement
and aggregation, portfolio controls and risk reporting. The
Group CRO is responsible for setting risk limits and approving
credit and market risk transactions and exposures. Risk Control is
also the central function for model risk management and control
for all models used in the firm. The risk control process is
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supported by a framework of policies and authorities. The
business division CROs are responsible for the implementation
and enforcement of the risk management and control
framework within their business division. The regional Chief Risk
Officers provide independent oversight of risks within their
region.

The Group Chief Compliance and Governance Officer is
responsible for ensuring that all operational risks, including
compliance and conduct risks, as well as cyber and information
security risks, are identified, owned and managed according to
the firm’s risk appetite, supported by an effective control
framework.

The Group Chief Financial Officer (the Group CFO) is
responsible for transparency in and assessing the financial
performance of the Group and the business divisions, and for
managing the Group’s financial accounting, controlling,
forecasting, planning and reporting processes in line with
regulatory and financial reporting requirements, corporate
governance standards and global best practice to maintain high
quality and timeliness. Additional responsibilities include
managing UBS's tax affairs, as well as treasury and capital
management, including funding and liquidity risk and UBS's
regulatory capital ratios.

The Group General Counsel (the Group GC) is responsible for
managing the Group's legal affairs and ensuring effective and
timely assessment of legal matters impacting the Group or its
businesses, and for the management and reporting of all litigation
matters.

Group Internal Audit (GIA) independently assesses the
effectiveness of processes to define strategy and risk appetite, as
well as overall adherence to the approved strategy and the
effectiveness of governance processes and of risk management
at Group, business division and regional levels, including
compliance with legal and regulatory requirements, as well as
with internal policies, constitutional documents and contracts.
The Head GIA reports to the Chairman of the BoD and, in
addition, GIA has a functional reporting line to the BoD Audit
Committee.

Some of the above roles and responsibilities are replicated for
certain significant legal entities of the Group. The legal entity
risk officers are responsible for independent oversight and
control of primary and consequential risks for certain significant
legal entities of the Group as part of the legal entity control
framework, which complements the Group’s risk management
and control framework.
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Risk appetite framework

We have a defined Group level risk appetite, covering all financial and non-financial risk types, via a complementary set of qualitative
and quantitative risk appetite statements. This is reviewed and recalibrated annually and presented to the BoD for approval.

Our risk appetite is defined at the aggregate Group level and
reflects the types of risk that we are willing to accept or intend
to avoid. It is established via a complementary set of qualitative
and quantitative risk appetite statements defined at a firm-wide
level and is embedded throughout our business divisions and
legal entities by means of Group, business division and legal
entity policies, limits and authorities. UBS is the largest truly
global wealth manager and a leading personal and corporate
bank in Switzerland, with focused investment bank and asset
management divisions. We are subject to consolidated
supervision by FINMA and related ordinances, which impose,
among other requirements, minimum standards for capital,
liquidity, risk concentration and internal organization. Our risk
appetite is reviewed and recalibrated annually with an aim to
ensure that risk-taking at every level of the organization is in line
with our strategic priorities, our capital and liquidity plans, our
pillars, principles and behaviors, as well as minimum regulatory
requirements. The risk appetite statements are a critical
foundation for maintaining a robust risk culture throughout our
organization. The “Risk appetite framework” chart below shows
the key elements of the framework. These elements are
described in more detail in this section.

Qualitative statements aim to ensure that we maintain the
desired risk culture. Quantitative risk appetite objectives are

Risk appetite framework

designed to enhance the Group’s resilience against the effect of
potential severe adverse economic or geopolitical events. These
risk appetite objectives cover the Group’s minimum capital and
leverage ratios, its solvency, earnings, liquidity and funding, and
are subject to periodic review, including as part of the annual
business planning process.

These objectives are complemented by operational risk
appetite objectives, which are established for each of our
operational risk categories, such as market conduct, theft, fraud,
data confidentiality and technology risks. A standardized
financial firm-wide operational risk appetite has been established
at the Group and business division level. Operational risk events
that exceed predetermined risk tolerances, expressed as
percentages of the Group’s operating income, must be escalated
as per the firm-wide escalation framework to the respective
business division President or higher, as appropriate.

The quantitative risk appetite objectives are supported by a
comprehensive suite of risk limits set at a portfolio level. These
may apply across the Group, within a business division or
business, at legal entity level, or to an asset class. These
additional quantitative controls are typically bottom-up and are
designed to monitor specific portfolios and to identify potential
risk concentrations.

Risk appetite framework

Risk appetite statements

Risk principles, governance, roles and responsibilities

— Risk management and control principles
— Code of Conduct and Ethics

— Total Reward Principles

— Organization regulations/policies

— Roles and responsibilities

Risk objectives, measures and controls

— Group-wide risk appetite objectives
— Operational risk appetite objectives
— Risk measurement frameworks

— Authorities and limits

Risk reporting and disclosure, including internal, regulatory and external reporting

Risk reports containing aggregated measures of risk across
products and businesses provide insight into the amounts, types,
and sensitivities of the various risks in our portfolios and are
intended to ensure compliance with defined limits. Risk officers,
senior management and the BoD use this information to
understand our risk profile and the performance of the portfolios.

The status of risk appetite objectives is evaluated each month
and reported to the BoD and the GEB. Our risk appetite may

change over time. Therefore, portfolio limits and associated
approval authorities are subject to periodic reviews and changes,
particularly in the context of our annual business planning process.

Our risk appetite framework is governed by a single
overarching policy and conforms to the Financial Stability Board's
Principles for an Effective Risk Appetite Framework published in
2013,
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Risk, treasury and capital management
Risk management and control

Risk principles and risk culture

We focus on maintaining a strong risk culture, which is a
prerequisite for success in today's highly complex operating
environment and a source of sustainable competitive advantage.
By placing prudent and disciplined risk-taking at the center of
every decision, we want to achieve our goals of delivering
unrivaled client satisfaction, creating long-term value for
stakeholders, and making UBS one of the most attractive
companies to work for in the world.

Our risk appetite framework combines all the important
elements of our risk culture, expressed in our Pillars, Principles
and Behaviors, our risk management and control principles, our
Code of Conduct and Ethics, and our Total Reward Principles.
Together, these aim to align the decisions we make with the
Group's strategy, principles and risk appetite. They help provide
a solid foundation for promoting risk awareness, leading to

Risk management and control principles

appropriate risk-taking and the establishment of robust risk
management and control processes. These principles are
supported by a range of initiatives covering employees at all
levels. This includes the UBS House View on Leadership, which is
a set of explicit expectations for leaders that establishes
consistent leadership standards across UBS. These initiatives also
include our principles of good supervision, which establish clear
expectations of managers and employees with respect to
supervisory responsibilities, specifically: to take responsibility; to
know and organize their business; to know their employees and
what they do; to create a good risk culture; and to respond to
and resolve issues.
_> Refer to the foldout pages of this report for more information
about our Pillars, Principles and Behaviors
—» Refer to the Code of Conduct and Ethics of UBS at
www.ubs.com/code for more information

Protection of
financial strength

Protection of reputation
accountability

Business management

Independent controls Risk disclosure

Protecting UBS's financial strength  Protecting our reputation through

by controlling our risk exposure
and avoiding potential risk
concentrations at individual
exposure levels, at specific
portfolio levels and at an
aggregate firm-wide level across
all risk types

a sound risk culture characterized
by a holistic and integrated view
of risk, performance and reward,
and through full compliance with
our standards and principles,
particularly our Code of Conduct
and Ethics

Maintaining management
accountability, whereby business
management, as opposed to Risk
Control, owns all risks assumed
throughout the Group and is
responsible for the continuous and
active management of all risk
exposures to provide for balanced

Independent control functions that
monitor the effectiveness of the
businesses' risk management and
oversee risk-taking activities

Disclosure of risks to senior
management, the BoD, investors,
regulators, credit rating agencies
and other stakeholders with an
appropriate level of
comprehensiveness and
transparency

risk and return

To support an environment where our employees are
comfortable in raising concerns, we have whistleblowing policies
and procedures in place. These offer multiple channels through
which individuals may, either openly or anonymously, escalate
suspected breaches of laws, regulations, rules and other legal
requirements, our Code of Conduct and Ethics, policies, or
relevant professional standards. Our program is designed to
ensure that whistleblowing concerns are investigated and that
appropriate and consistent action is taken. We are committed to
ensuring that appropriate training for and communication to
staff and legal entity representatives are made available on an
ongoing basis, including with regard to new regulatory
requirements.

We also have mandatory training programs covering a range
of compliance and risk-related topics, including anti-money
laundering and operational risk. In addition, specialized training
is provided for employees depending on their specific roles and
responsibilities, such as credit risk and market risk training for
those working in trading areas. Failure to satisfactorily complete
mandatory training sessions within the given deadline has
consequences, including disciplinary action. Our operational risk
framework, incorporating the conduct risk framework, aims to
identify and manage financial, regulatory, and reputational risks,
together with risks to clients and to markets.
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Additionally, we want to be the financial provider of choice
for clients wishing to direct capital toward investments that
support the Sustainable Development Goals and the transition to
a low-carbon economy. Our comprehensive environmental and
social risk framework governs client and supplier relationships,
applies firm-wide to all activities, meets the highest industry
standards and is integrated in management practices and
control principles. We also seek to protect our assets from
climate change risks by limiting our risk appetite for carbon-
related assets.

Quantitative risk appetite objectives

Through a set of quantitative risk appetite objectives, we aim to
ensure that our aggregate risk exposure remains within our
desired risk capacity, based on our capital and business plans.
The specific definition of risk capacity for each objective seeks to
ensure that we have sufficient capital, earnings, funding and
liquidity to protect our business franchises and exceed minimum
regulatory requirements under a severe stress event. The risk
appetite objectives are evaluated as part of the annual business
planning process, and are approved by the BoD. The comparison
of risk exposure with risk capacity is a key consideration in
management decisions on potential adjustments to the business
strategy and the risk profile of the Group.
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Through the annual business planning process, we review the
business strategy of the firm, assess the risk profile as a result of
our operations and activities, and stress-test our risk profile. We
make use of both scenario-based stress tests and statistical risk
measurement techniques to assess the effect of a severe stress
event at a firm-wide level. These complementary frameworks

2019 quantitative risk appetite objectives

capture exposures to all material primary and consequential
risks, as well as business risks across our business divisions and

Corporate Center.

_» Refer to “Risk measurement” in this section for more
information about our stress testing and statistical frameworks

Minimum capital
objectives

Capital is sufficient to
maintain a post-stress
fully applied CET1
capital ratio of at
least 10%.

Minimum leverage
ratio objectives

Capital is sufficient
to maintain a
leverage ratio of at
least 2.5% based on
CET1 capital, even if
a severe stress event
were to occur.

Solvency
objectives

CET1 capital plus
contingent capital is
sufficient to ensure
that the probability
of loss for the firm’s
debt holders is
consistent with the
firm’s target credit
rating.

Earnings
objectives

Negative earnings
under stress over a
one-year horizon do
not exceed (in
absolute value)
average reported
earnings during the
past three years. In
addition, the loss
should not be above
50% of three-year
average earnings in
year two and
earnings should be

positive in year three.

Liquidity
objectives

Ensure that the firm
has sufficient funding
sources to survive a
severe three-month
idiosyncratic and
market-wide liquidity
stress event; allowing
for discrete
management actions
under Treasury
control without
significantly
impacting our
business franchises
and without any
government support.

Funding
objectives

Ensure that the firm
has sufficient
long-term funding to
maintain franchise
assets at a constant
level under stressed
market conditions
for up to one year.

Risk, treasury and capital management

Projected earnings Statistical measures

adjusted to reflect
business risk

earnings-at-risk, capital-at-risk, risk-based capital

Stress measures

Capital combined stress test

adjusted to reflect stress

impact on capital-relevant

elements
Credit risk
(including
settlement risk
and loan
underwriting risk)

Market risk
(including issuer
risk and
investment risk)

Country risk

Operational

risk

Liquidity and Pension risk
funding risk

The Group-wide stress and statistical metrics are complemented with a granular framework that establishes limits and thresholds at a portfolio and position level.
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Our risk capacity is underpinned by our performance targets
and capital guidance as per our latest three-year strategic plan.
When determining our risk capacity in case of a severe stress
event, we adjust projected earnings from the strategic plan for
business risk to reflect lower expected earnings and lower
expenses, such as the reversal of variable compensation accruals.
We also adjust our capital to take into account the effect of
stress on deferred tax assets, pension plan assets and liabilities,
and accruals for capital returns to shareholders.

The chart on the previous page provides an overview of our
guantitative risk appetite objectives during 2019. For 2020, we
have adjusted the one-year firm-wide minimum post-stress CET1
capital and leverage ratio objectives from 10% and 2.5% to 9%
and 2.7%, respectively. The new objectives account for the
various ongoing enhancements to stress measures, many of
which lead to higher results for the same amount of underlying
risk. We have also introduced three-year minimum post-stress
capital and leverage ratio objectives of 7.5% and 2.2%,
respectively, to better align with regulatory scenarios.

Risk appetite objectives define the aggregate risk exposure
acceptable at the firm-wide level, given our risk capacity. The
maximum acceptable risk exposure is supported by a
comprehensive suite of risk limits, triggers and targets, which are
cascaded to businesses and portfolios. These limits, triggers and
targets are intended to ensure that our risks in aggregate remain
under the maximum acceptable level of risk exposure.

Risk appetite statements at the business division level are
derived from the firm-wide risk appetite. They may also comprise
objectives specific to the division, related to the specific activities
and risks in that division. Risk appetite statements are also set
for certain legal entities. These must be consistent with the firm-
wide risk appetite framework and approved in accordance with
the legal entity’s and the Group’s regulations. Differences may
exist that reflect the specific nature, size, complexity and
regulations applicable to the relevant legal entity.
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Risk appetite following adoption of IFRS 9

The introduction of the expected credit loss (ECL) framework
under IFRS 9 in 2018 fundamentally changed how credit risk
arising from loans, loan commitments, guarantees and certain
revocable facilities is accounted for. The ECL framework may
result in greater volatility in credit loss expense as ECL changes in
response to developments in the credit cycle and composition of
our loan portfolio. The effect may be more pronounced in a
deteriorating economic environment.

The effect that the requirement for accelerated recognition of
credit losses has on our risk exposure in stressed conditions has
been accounted for in our estimations. We expect to gain more
insights into the behavior of ECLs once IFRS 9 has been in place
for a longer period and under changing economic conditions,
and may adjust our risk exposure further in the future.

Based on the current information and the effect that the IFRS
9 ECL framework has on our solvency objectives, we have not
changed either our risk appetite and management practices or
our strategy toward pricing and structuring of transactions
following the adoption of IFRS 9.

—» Refer to “Note 1 Summary of significant accounting policies” in
the “Consolidated financial statements” section of this report
for more information about our accounting policy for
allowances and provisions for ECL

> Refer to “Note 23 Expected credit loss measurement” in the
“Consolidated financial statements” section of this report for
more information about ECL measurement

—» Refer to “Credit risk” in this section for more information about
the ECL methodology under IFRS 9
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Internal risk reporting

Comprehensive and transparent reporting of risks is central to
the control and oversight responsibilities set out in our risk
governance framework and is a requirement of our risk
management and control principles. Accordingly, risks are
reported at a frequency and to a level of detail commensurate
with the extent and variability of the risk and the needs of the
various governance bodies, regulators and risk authority holders.

On a monthly basis, the Group Risk Report provides a detailed
qualitative and quantitative overview of developments in primary
and consequential risks for the business divisions and Corporate
Center, along with aggregate views of risks at the firm-wide
level, including the status of our risk appetite objectives and
results of firm-wide stress testing. The Group Risk Report is
distributed internally to the BoD Risk Committee and the GEB,
and to senior members of Risk Control, Group Internal Audit,
Finance, and Legal. Additionally, an extract of the Group Risk
Report is provided to the BoD. Risk reports are also produced for
our significant Group entities (entities that are subject to
enhanced standards of corporate governance).

Granular divisional risk reports are provided to the respective
business division Chief Risk Officers and the business division
Presidents. This monthly reporting is supplemented with a suite
of daily or weekly reports at various levels of granularity,
covering market and credit risks for the business divisions and
Corporate Center to enable risk officers and senior management
to monitor and control the Group's risk profile.

Our internal risk reporting, which covers primary and
consequential risks, is supported by risk data and measurement
systems that are also used for external disclosure and regulatory
reporting. Dedicated units within Risk Control assume
responsibility for measurement, analysis and reporting of risk and
for overseeing the quality and integrity of risk-related data. Our
risk data and measurement systems are subject to periodic review
by Group Internal Audit following a risk-based audit approach.
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Risk, treasury and capital management
Risk management and control

Risk measurement

We apply a variety of methodologies and measurements
to quantify the risks of our portfolios and potential risk
concentrations. Risks that are not fully reflected within standard
measures are subject to additional controls, which may include
preapproval of specific transactions and the application of
specific restrictions. Models to quantify risk are generally
developed by dedicated units within control functions and are
subject to independent validation.

Models must be approved and are regularly reviewed in
accordance with regulatory requirements as well as internal
policies to test whether they perform as expected, produce
results comparable with actual events and values, and reflect
best-in-practice approaches and recent academic developments.
Our reviews assess whether models are performing satisfactorily,
whether additional analysis is required and whether models
need to be recalibrated or redeveloped. Results and conclusions
are presented to the relevant governance body and, as required,
to regulators.

The ongoing process of assessing model quality and
performance in the production environment comprises two
components: model validation, in which Model Risk Management
& Control (MRMC) independently assesses a model’s fitness for
purpose; and model confirmation, the regular process of
confirming the accuracy and appropriateness of the model output
and its application, carried out by the model developers and
reviewed by MRMC.

—» Refer to “Credit risk,” “Market risk” and “Operational risk” in

this section for more information about model confirmation
procedures

Stress testing

We perform stress testing to estimate the loss that could result
from extreme, yet plausible macroeconomic and geopolitical
stress events. This enables us to identify, better understand and
manage our potential vulnerabilities and risk concentrations.
Stress testing plays a key role in our limits framework at the
firm-wide, business division, legal entity and portfolio levels.
Stress test results are regularly reported to the BoD, the BoD Risk
Committee and the GEB. As described in “Risk appetite
framework” above, stress testing, along with statistical loss
measures, plays a central role in our risk appetite and business
planning processes.
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Our stress testing framework incorporates three pillars: (i)
combined stress tests; (i) a comprehensive range of portfolio-
and risk type-specific stress tests; and (iii) reverse stress testing.

Our combined stress test (CST) framework is scenario-based
and aims to quantify overall firm-wide losses that could result
from a number of potential global systemic events. The
framework captures all material primary and consequential risks,
as well as business risks, as indicated in “Risk categories” above.
Scenarios are forward-looking and encompass macroeconomic
and geopolitical stress events calibrated to different levels of
severity. We implement each scenario through the expected
evolution of market indicators and economic variables under
that scenario. We then assess the resulting effect on our
primary, consequential and business risks to estimate the overall
loss and capital implications were the scenario to occur. At least
once a year, the BoD Risk Committee approves the most
relevant scenario, known as the binding scenario, to be used as
the main scenario for regular CST reporting and for monitoring
risk exposure against our minimum capital, earnings and
leverage ratio objectives in our risk appetite framework. Results
are reported to the BoD Risk Committee, the BoD, the GEB and
FINMA on a monthly basis.

We provide detailed stress loss analyses to FINMA and the
regulators of our legal entities in accordance with their
requirements. For example, in addition to CST, we perform Loss
Potential Analysis (LPA) as prescribed by FINMA, Comprehensive
Capital Analysis and Review (CCAR) for Americas Holding LLC as
prescribed by the US Federal Reserve Board, and Comprehensive
Assessment Stress Test for UBS Europe SE as prescribed by the
European Central Bank.

The Enterprise-wide Stress Committee (the ESC) is responsible
for ensuring the consistency and adequacy of the assumptions
and scenarios used for our firm-wide stress measures. As part of
these responsibilities, the ESC seeks to ensure that the suite of
stress scenarios adequately reflects current and potential
developments in the macroeconomic and geopolitical
environment, our current and planned business activities, and
actual or potential risk concentrations and vulnerabilities in our
portfolios. The ESC meets at least quarterly and is comprised of
Group, business division and legal entity representatives of Risk
Control. In executing its responsibilities, the ESC considers input
from the Think Tank, which is a panel of senior representatives
from the business divisions, Risk Control and economic research,
and which meets quarterly to review the current and possible
future market environment in order to identify potential stress
scenarios that could materially affect the Group's profitability.
This results in a range of internal stress scenarios that are
developed and evolve over time, separate from the scenarios
mandated by FINMA.
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Each scenario captures a wide range of macroeconomic
variables. These include gross domestic product (GDP), equity
prices, interest rates, foreign exchange rates, commodity prices,
property prices and unemployment. We use assumed changes in
these macroeconomic and market variables in each scenario to
stress the key risk drivers of our portfolios. For example, lower
GDP growth and rising interest rates may reduce the income of
clients to whom we have lent money, which leads to changes in
the credit risk parameters for probability of default, loss given
default and exposure at default, and results in higher predicted
credit losses within the stress scenario. We also capture the
business risk resulting from lower fee, interest and trading
income net of lower expenses. These effects are measured
across all material risk types and all businesses to calculate the
aggregate estimated effect of the scenario on profit or loss,
other comprehensive income, RWA, LRD and, ultimately, our
capital and leverage ratios. The assumed changes in
macroeconomic variables are updated periodically to account for
changes in the current and possible future market environment.

Through 2019, the binding scenario for CST was the internal
Severe Eurozone Crisis scenario. This scenario is characterized by
a crisis in the eurozone; a lack of confidence in the trajectory of
several peripheral European economies leading to a sudden
spike in their bond yields, eventually resulting in their loss of
market access. As Greece leaves the eurozone, emergency
measures, including capital controls, bailouts and debt
restructurings, are required. In the ensuing global slowdown and
market turbulence, China suffers a hard landing, which further
weighs on global growth. Central banks in major developed
economies with policy room cut rates back to zero in an attempt
to stimulate growth and restore market confidence; however,
this fails to avert a severe global recession.

The CST risk exposure was broadly stable over the year with
most of the month-on-month variability arising primarily from
changes in volumes of temporary loan underwriting exposure in
the Investment Bank.

As part of the CST framework, we routinely monitored four
additional stress scenarios throughout 2019.

— The Failure of a Major Financial Institution scenario represents
renewed financial market turmoil reflecting the failure of a
major global financial institution, leading to prolonged
financial deleveraging and dramatically plunging activity
around the globe.

— The US Monetary Crisis scenario represents a loss of
confidence in the US, which leads to international portfolio
repositioning out of US dollar-denominated assets, sparking
an abrupt and substantial US dollar sell-off. The US is pushed
back into recession, other industrialized countries replicate
this pattern and inflationary concerns lead to an overall
higher interest rate level.

— The Global Depression scenario represents a severe and
prolonged eurozone crisis in  which several peripheral
countries default and exit the eurozone, and advanced
economies are pulled into a prolonged period of economic
stagnation.

— The Global Interest Rate Steepening scenario represents a
sudden shift in market sentiment, causing a disorderly sell-off
in long-dated bonds and a rapid steepening of the yield
curve, exacerbated by a lack of liquidity in financial markets.
This in turn triggers a sovereign crisis in Japan and a global
recession.

We have updated the binding stress scenario in our CST
framework for 2020 and renamed it Global Crisis scenario. The
scenario maintains a eurozone crisis at its core, but has greater
focus on risks threatening the global economy, such as
protectionism. In addition, central banks in the eurozone,
Switzerland and Japan are assumed to push policy rates further
into negative territory to provide more monetary stimulus. A
China hard landing remains a feature of the scenario.

Portfolio-specific stress tests are measures that are tailored to
the risks of specific portfolios. Our portfolio stress loss measures
are derived from data on past events, but also include forward-
looking elements. For example, we derive the expected market
movements within our liquidity-adjusted stress metric using a
combination of historical market behavior, based on an analysis
of historical events, and forward-looking analysis, including
consideration of defined scenarios that are not modeled on any
historical events. Results of portfolio-specific stress tests may be
subject to limits to explicitly control risk-taking, or may be
monitored without limits to identify vulnerabilities.

Reverse stress testing starts from a defined stress outcome
(e.g., a specified loss amount, reputational damage, a liquidity
shortfall or a breach of regulatory capital ratios) and works
backward to identify the economic or financial scenarios that
could result in such an outcome. As such, reverse stress testing is
intended to complement scenario-based stress tests by assuming
“what if” outcomes that could extend beyond the range
normally considered, and thereby potentially challenge
assumptions regarding severity and plausibility.

Additionally, we routinely analyze the effect of increases or
decreases in interest rates and changes in the structure of yield
curves.

Moreover, Group Treasury performs stress testing to
determine the optimum asset and liability structure that allows
us to maintain an appropriately balanced liquidity and funding
position under various scenarios. These scenarios differ from
those outlined above, because they are focused on specific
situations that could generate liquidity and funding stress, as
opposed to the scenarios used in the CST framework, which
focus on the effect on profit or loss and capital.

— Refer to “Credit risk” and “Market risk” in this section for more

information about stress loss measures

> Refer to the “Treasury management” section of this report for

more information about stress testing

_» Refer to "Our stated capital returns objective is based, in part,

on capital ratios that are subject to regulatory change and may
fluctuate significantly” in the “Risk factors” section of this
report for more information
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Risk, treasury and capital management
Risk management and control

Statistical measures

In addition to our scenario-based CST measures, we employ a
statistical stress framework that allows us to calculate and
aggregate risks using statistical techniques to derive stress events
at chosen confidence levels.

We use this framework to derive a distribution of potential
earnings based on historically observed market changes in
combination with the firm’s actual risk exposures, considering
effects on both income and expenses. From this, we determine
earnings-at-risk (EaR), which measures the potential shortfall in
earnings (i.e., the deviation from forecast earnings) at a 95%
confidence level and is evaluated over a one-year horizon. EaR is
used for the assessment of the earnings objectives in our risk
appetite framework.

We extend the EaR measure by incorporating the effects of
gains and losses recognized through other comprehensive
income, to derive a distribution of potential effects of stress
events on CET1 capital. From this distribution, we derive our
capital-at-risk (CaR) buffer measure at a 95% confidence level
for the assessment of our capital and leverage ratio risk appetite
objectives, and we derive our CaR solvency measure at a 99.9%
confidence level for the assessment of our solvency risk appetite
objective.

We also use the CaR solvency measure as the basis for
deriving the contributions of business divisions and Corporate
Center to risk-based capital (RBC), which is a component of our
equity attribution framework. RBC measures the potential
capital impairment from an extreme stress event at a 99.9%
confidence level to estimate the capital required to absorb
unexpected loss while remaining able to fully repay creditors.

—> Refer to the “Capital management” section of this report for

more information about the equity attribution framework

Portfolio and position limits

The firm-wide stress and statistical metrics are complemented by
more granular portfolio and position limits, triggers and targets.
The combination of these measures provides a comprehensive
control framework that is applied to our business divisions and
Corporate Center, as well as the significant legal entities, as
relevant to the key risks arising from their businesses.

We apply limits to a variety of exposures at the portfolio level,
using statistical and stress-based measures, such as value-at-risk,
liquidity-adjusted stress, loan underwriting limits, economic
value sensitivity and portfolio default simulations for our loan
books. These are complemented with a set of controls for net
interest income sensitivity, mark-to-market losses on available-
for-sale portfolios, and the effect of foreign exchange
movements on capital and capital ratios.

Portfolio measures are supplemented with position-level
controls. Risk measures for position controls are based on

market risk sensitivities and counterparty-level credit risk
exposures. Market risk sensitivities include sensitivities to
18

changes in general market risk factors, such as equity indices,
foreign exchange rates and interest rates, and sensitivities to
issuer-specific factors, such as changes in an issuer’'s credit
spread or default risk. We monitor a significant number of
market risk controls for the Investment Bank and Corporate
Center on a daily basis. Counterparty measures capture the
current and potential future exposure to an individual
counterparty, taking into account collateral and legally
enforceable netting agreements.

—s Refer to “Credit risk” in this section for more information about

counterparty limits

Risk concentrations

A risk concentration exists where (i) a position is affected
by changes in a group of correlated factors, or a group of
positions are affected by changes in the same risk factor or a
group of correlated factors, and (ii) the exposure could, in the
event of large but plausible adverse developments, result in
significant losses. The categories in which risk concentrations
may occur include counterparties, industries, legal entities,
countries or geographical regions, products and businesses.

The identification of risk concentrations requires judgment, as
potential future developments cannot be accurately predicted
and may vary from period to period. In determining whether we
have a risk concentration, we consider a number of elements,
both individually and collectively. These elements include the
shared characteristics of the positions and our counterparties,
the size of the position or group of positions, the sensitivity of
the position or group of positions to changes in risk factors and
the volatility, and the correlations of those factors. Also
important in our assessment is the liquidity of the markets where
the positions are traded, as well as the availability and
effectiveness of hedges or other potential risk-mitigating factors.
The value of a hedging instrument may not always move in line
with the position being hedged, and this mismatch is referred to
as basis risk. In addition, operational risk concentrations may
result from a single issue that is large on its own (i.e., has the
potential to produce a single high-impact loss or a number of
losses that, aggregated together, are high-impact) or related
issues that may link together to create a high impact.

Risk concentrations are subject to increased oversight by Risk
Control and are assessed to determine whether they should be
reduced or mitigated, depending on the available means to do
s0. It is possible that material losses could occur on asset classes,
positions and hedges, particularly if the correlations that emerge
in a stressed environment differ markedly from those envisaged
by our risk models.

—> Refer to “Credit risk” and “Market risk” in this section for more

information about the compositions of our portfolios

—»> Refer to the “Risk factors” section of this report for more

information
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Credit risk

Key developments

Total net credit loss expenses were USD 78 million in 2019,
reflecting net credit loss expenses of USD 100 million related to
credit-impaired (stage 3) positions, mainly in Personal &
Corporate Banking and to a lesser extent in the Investment Bank
and Global Wealth Management, partly offset by USD 22 million
of net releases in expected credit loss (ECL) expense allowances
and provisions from stage 1 and 2 positions.
—> Refer to “Note 1 Summary of significant accounting policies,”
“Note 10 Financial assets at amortized cost and other positions
in scope of expected credit loss measurement” and “Note 23
Expected credit loss measurement” in the “Consolidated financial
statements” section of this report for more information about
IFRS 9 and ECLs

Our Swiss lending portfolios, which account for approximately
half of our loan exposure, continued to perform well. We aim to
manage our Swiss lending portfolios prudently and remain
watchful for signs of deterioration in the Swiss economy that
could affect our counterparties.

Within the Investment Bank, our leveraged loan underwriting
business’s overall ability to distribute risk remained sound.

Main sources of credit risk

— A substantial portion of our lending exposure arises from our
Swiss domestic business, which offers mortgage loans,
secured mainly by residential properties and income-
producing real estate, as well as corporate loans, and
therefore depends on the performance of the Swiss economy.

— Within the Investment Bank, our credit exposure arises mainly
from lending, derivatives trading and securities financing.
Derivatives trading and securities financing are predominantly
investment grade. Loan underwriting activity can be lower
rated and gives rise to concentrated exposure of a temporary
nature.

— Our wealth management businesses predominantly conduct
securities-based (Lombard) lending and mortgage lending.

— Credit risk within Non-core and Legacy Portfolio in Corporate
Center relates to derivative transactions, predominantly
carried out on a cash-collateralized basis, and securitized
positions.

Overview of measurement, monitoring and
management techniques

— Credit risk arising from transactions with individual
counterparties is measured based on our estimates of
probability of default, exposure at default and loss given
default. Limits are established for individual counterparties and
groups of related counterparties covering banking and traded
products, as well as settlement amounts. Risk control
authorities are approved by the Board of Directors, and are
delegated to the Group Chief Executive Officer, the Group
Chief Risk Officer and divisional Chief Risk Officers based on
risk exposure amounts, internal credit rating and potential loss.

— Limits apply not only to the current outstanding amount, but
also to contingent commitments and the potential future
exposure of traded products.

— For the Investment Bank, our monitoring, measurement and
limit framework distinguishes between exposures intended to
be held to maturity (take-and-hold exposures) and those that
are intended to be held for a short term, pending distribution
or risk transfer (temporary exposures).

— We also use models to derive portfolio credit risk measures of
expected loss, statistical loss and stress loss at the Group-wide
and business division levels and to establish portfolio limits at
these levels.

— Credit risk concentrations can arise if clients are engaged in
similar activities, are located in the same geographical region or
have comparable economic characteristics; for example, if their
ability to meet contractual obligations would be similarly
affected by changes in economic, political or other conditions.
To avoid credit risk concentrations, we establish limits and/or
operational controls that constrain risk concentrations at the
portfolio and sub-portfolio levels with regard to sector
exposure, country risk and specific product exposures.
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Risk, treasury and capital management
Risk management and control

Credit risk profile of the Group

The exposures detailed in this section are based on our internal
management view of credit risk, which differs in certain respects
from the ECL measurement requirements of IFRS.

Internally, we categorize credit risk exposures into two broad
categories: banking products and traded products. Banking
products comprise drawn loans, guarantees and loan
commitments, amounts due from banks, balances at central
banks and other financial assets at amortized cost. Traded
products comprise over-the-counter derivatives, exchange-
traded derivatives and securities financing transactions,
comprised of securities borrowing and lending, as well as
repurchase and reverse repurchase agreements.

Banking products

The breakdowns of our banking products exposures in the
“Banking and traded products exposure in our business divisions
and Corporate Center” table below and on the next page are
shown gross before allowances and provisions for expected
credit losses and related single-name credit hedges. The effect of
portfolio hedges, such as index credit default swaps, is not
reflected. Guarantees and loan commitments are shown on a
notional basis, without applying credit conversion factors. The
gross exposure for banking products of USD 515 billion
corresponds to the ECL gross exposure of USD 670 billion,

including other financial assets measured at amortized cost, but
excluding cash, receivables from  securities  financing
transactions, cash collateral receivables on derivative
instruments, financial assets at fair value through other
comprehensive  income  (FVOCI), irrevocable committed
prolongation of existing loans, unconditionally revocable
committed credit lines, and forward starting reverse repurchase
and securities borrowing agreements.

The table reflects the total exposures (stages 1-3) in scope
of ECL requirements, allowances and provisions by ECL stages
and separately credit-impaired exposures, gross (stage 3). Total
gross banking products exposure was USD 515 billion as of 31
December 2019, compared with USD 518 billion at the end of
the prior year.

> Refer to “Note 1 Summary of significant accounting policies” in

the “Consolidated financial statements” section of this report
for more information about our accounting policy for
allowances and provisions for ECLs
— Refer to “Note 10 Financial assets at amortized cost and other
positions in scope of expected credit loss measurement” and
“Note 23 Expected credit loss measurement” in the
“Consolidated financial statements” section of this report for
more information about ECL measurement requirements under
IFRS

— Refer to “Note 17a Other financial assets measured at
amortized cost” in the “Consolidated financial statements”
section of this report for more details

Banking and traded products exposure in our business divisions and Corporate Center

31.12.19
Personal &
Global Wealth Corporate Asset Investment Corporate
USD million Management Banking Management Bank Center Group

Banking products'-2

of which. guarantees and loan commitments (off-balance sheet)

Traded products??

of which: exchange-traded derivatives 2,259 36 0 7,580 9876
Other credit lines, gross* 10,735 20,986 0 3,227 144 35,092
Total credit-impaired exposure, gross (stage 3)' 902 1,694 0 91 427 3,113

of which. stage 3 (allowances and provisions for credit-impaired exposures)

120

For the purpose of this Supplement, this page is referred to as page 167



Banking and traded products exposure in our business divisions and Corporate Center (continued)

31.12.18°
Personal &
Global Wealth Corporate Asset Investment Corporate
USD million Management Banking  Management Bank Center Group
g BEOd S oot
LGOS BXDOSUIR oo eeeeeee et 239835 .. 186802 ...205) 29,980 28357 o ITI2
.....0f which: loans and advances to customers (on-balance sheet) 170413 133253 7 3090 6362 .. 20125
of which. guarantees and loan commitments (off-balance sheet) 6111 20,609 0 22.290 348 49358

Traded products??

of which. exchange-traded derivatives 4494 177 0 5325 9930
QOther credit lines, gross* 10,345 22,994 0 3,202 94 36,634
Total credit-impaired exposure, gross (stage 3)' 625 1,974 0 140 415 3,154

of which: stage 3 (allowances and provisions for credit-impaired exposures)

1 ECL gross exposure including other financial assets at amortized cost, but excluding cash, receivables from securities financing transactions, cash collateral receivables on derivative instruments, financial assets at
FVOCI, irrevocable committed prolongation of existing loans and unconditionally revocable committed credit lines and forward starting reverse repurchase and securities borrowing agreements. 2 Internal
management view of credit risk, which differs in certain respects from IFRS. 3 As counterparty risk for traded products is managed at counterparty level, no further split between exposures in the Investment Bank
and Corporate Center is provided. 4 Unconditionally revocable committed credit lines. 5 The comparative figures have been restated for the changes in Corporate Center resource allocation to the business
divisions. Refer to the “Significant accounting and financial reporting changes” section of this report for more information.

Global Wealth Management

Gross banking products exposure within Global Wealth
Management decreased slightly to USD 239 billion from
USD 240 billion.

Our Global Wealth Management loan portfolio is mainly
secured by securities (Lombard loans) and by residential
property. Most of the Lombard loans were of high quality, with
96% rated as investment grade based on our internal ratings,
and they are typically short term in nature, with an average
duration of three to six months. Moreover, Lombard loans can
be canceled immediately, if the collateral quality deteriorates or
margin calls are not met.

The portfolio of mortgage loans secured by properties in
EMEA and Asia Pacific decreased to USD 6.4 billion from
USD 6.5 billion. The overall quality of this portfolio remained
high during the year.

In Global Wealth Management Region Americas the portfolio
of loans secured by residential property consists primarily of
residential mortgage loans offered in the US. Gross exposure
increased to USD 17.2 billion from USD 14.3 billion. The overall
quality of this portfolio remained high, with an average loan-to-
value (LTV) ratio of 59.1%, compared with 58.7% (the
comparative figure has been restated) as of 31 December 2018,
and we have experienced negligible credit losses since the
inception of the mortgage program in 2009. The five largest
geographic concentrations in the portfolio were in California
(27%), New York (14%), Florida (10%), Texas (5%) and New
Jersey (4%).

Global Wealth Management and Personal & Corporate Banking loans and advances to customers, gross

Global Wealth Management Personal & Corporate Banking

USD million

31.12.19 31.12.18 31.12.19 31.12.18

Secured by residential property

54,383 51,251 100,645 96,841

Unsecured loans and advances to customers 1,381 986 10,111 10,657
Total loans and advances to customers, gross 174,510 170,413 136,572 133,253
Allowances (93) (102) (595) (594)
Total loans and advances to customers, net of allowances 174,417 170,312 135,978 132,659
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Risk, treasury and capital management
Risk management and control

Personal & Corporate Banking

Gross banking products exposure (excluding exposure re-
allocated from Group Treasury) within Personal & Corporate
Banking increased to USD 163 billion (CHF 158 billion) from
UsSD 157 billion (CHF 155 billion), partly driven by the
appreciation of the Swiss franc. Net banking products exposure
was USD 162 billion (CHF 157 billion), compared with USD 157
billion (CHF 154 billion), of which approximately 63% was
classified as investment grade, similar to 2018. Around 50% of
the exposure is categorized in the lowest loss given default
(LGD) bucket of 0-25%, similar to 2018. The size of Personal &
Corporate Banking’s gross loan portfolio increased by USD 3
billion (CHF 1 billion) to USD 137 billion (CHF 132 billion). As
of 31 December 2019, 93% of this portfolio was secured by
collateral, mainly residential and commercial property. Of the
total unsecured amount, 79% related to cash flow-based
lending to corporate counterparties and 5% related to lending
to public authorities. Based on our internal ratings, 46% of the
unsecured loan portfolio was rated as investment grade,
compared with 47% in 2018.

Credit loss expense for banking products remained low in
2019.

Our Swiss corporate banking products portfolio, which was
USD 26 billion (CHF 26 billion) compared with USD 27 billion
(CHF 27 billion) in 2018, consists of loans, guarantees and loan
commitments to multi-national and domestic counterparties.
The small and medium-sized enterprises portfolio, in particular,
is well diversified across industries. However, such companies are
reliant on the domestic economy and the economies to which
they export, in particular the EU and the US. In addition, the
development of the EUR / CHF exchange rate is an important
risk factor for Swiss corporate clients.

The delinquency ratio was 0.5% for the corporate portfolio,
compared with 0.3% at the end of 2018.

> Refer to “Credit risk models” in this section for more

information about loss given default, rating grades and rating
agency mappings

Swiss mortgage loan portfolio

Our Swiss mortgage loan portfolio secured by residential and
commercial real estate in Switzerland continues to be our largest
loan portfolio. These mortgage loans, totaling USD 146 billion
(CHF 141 billion), mainly originate from Personal & Corporate
Banking, but also from Global Wealth Management Region
Switzerland. USD 133 billion (CHF 129 billion) of those
mortgage loans related to residential properties that the
borrower was either occupying or renting out, with full recourse
to the borrower. Of this USD 133 billion (CHF 129 billion),
USD 97 billion (CHF 94 billion) is related to properties occupied
by the borrower, with an average LTV ratio of 54%, compared
with 56% as of 31 December 2018. The average LTV for newly
originated loans for this portion was 65%, compared with 66%
in 2018. The remaining USD 36 billion (CHF 35 billion) of the
Swiss residential mortgage loan portfolio relates to properties
rented out by the borrower and the average LTV of that
portfolio was 54%, compared with 55% as of 31 December
2018. The average LTV for newly originated Swiss residential
mortgage loans for properties rented out by the borrower was
58%, compared with 57% in 2018.

As illustrated in the “Swiss mortgages: distribution of net
exposure at default (EAD) across exposure segments and loan-
to-value (LTV) buckets” table on the next page, more than 99%
of the aggregate amount of Swiss residential mortgage loans
would continue to be covered by the real estate collateral even if
the value assigned to that collateral were to decrease by 20%,
and 98% would remain covered by the real estate collateral
even if the value assigned to that collateral were to decrease by
30%. In this table, the amount of each mortgage loan is
allocated across the LTV buckets to indicate the portion at risk at
the various value levels shown. For example, a loan of 75 with
an LTV ratio of 75% (i.e., a collateral value of 100) would result
in allocations of 30 in the less-than-30% LTV bucket, 20 in the
31-50% bucket, 10 in the 51-60% bucket, 10 in the 61-70%
bucket and 5 in the 71-80% bucket.

Personal & Corporate Banking: distribution of banking products exposure across internal UBS ratings and loss given

default (LGD) buckets'

USD million, except where indicated 31.12.19 31.12.18
LGD buckets Weighted Weighted
average average
Internal UBS rating? Exposure 0-25% 26-50%  51-75% 76-100% LGD (%) Exposure3 LGD (%)?
Investment grade 102,491 58,331 34,250

23,937

ent grade

Defaulted / Credit-impaired

Total exposure before deduction of allowances and provisions 162,782 82,302 57,026 157,178 30
Less: allowances and provisions (660) (663)
Net banking products exposure' 162,121 156,515

1 Excluding balances at central banks and Group Treasury reallocations.
and mapping of external ratings” table in this section.
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2 The ratings of the major credit rating agencies, and their mapping to our internal rating scale, are shown in the “Internal UBS rating scale
3 Exposure and weighted average LGD have been restated.
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Personal & Corporate Banking: unsecured loans by industry sector

31.12.19 31.12.18
USD million % USD million %
135 1.3 133 1.2

Exposure, gross

Swiss mortgages: distribution of net exposure at default (EAD) across exposure segments and loan-to-value (LTV) g
buckets é
USD billion, except where indicated 31.12.19 31.12.18 g
LTV buckets =
Exposure segment <30% 31-50% 51-60% 61-70% 71-80% 81-100% >100% Total Total %
Residential mortgages NEEAD e 80 3 100 . 2 i 02 o1 terr 1834 =
as a % of row total 60 27 8 4 1 0 0 100 ©
Income-producing real estate Net EAD 12.0 4.7 1.1 0.6 0.2 0.0 0.0 18.7 17.9 g
e s S e et P e g
Corporates Net EAD 6.1 2.3 0.6 0.3 0.1 0.1 0.0 9.6 9.0 Al,_é,
St S e e s s z
Other segments Net EAD 0.5 0.2 0.0 0.0 0.0 0.0 0.0 0.7 0.7
s s e e e e
Mortgage-covered exposure Net EAD 94.6 41.7 1.8 6.1 2.1 0.4 0.1 156.7 151.0
e S e e e e
Mortgage-covered exposure 31.12.18 Net EAD 89.9 40.6 11.6 6.1 23 0.4 0.0 1510
ey o e O s R e

Asset Management

Gross banking products exposure within Asset Management
was USD 2.9 billion as of 31 December 2019, compared with
USD 2.8 billion as of 31 December 2018. Banking products
relate primarily to balances at central banks and to a lesser
extent to cash at banks held by individual Asset Management
legal entities, liquid assets and receivables.

Investment Bank

The Investment Bank’s lending activities are largely associated
with corporate and non-bank financial institutions. The business
is broadly diversified across industry sectors, but concentrated in
North America.

The gross banking products exposure including balances at
central banks and Group Treasury reallocations as of
31 December 2019 was USD 48 billion, compared with USD 60
billion as of 31 December 2018. Gross banking products

exposure excluding balances at central banks and Group
Treasury reallocations decreased to USD 32 billion from USD 40
billion, mostly driven by reductions in guarantees and loan
commitments. Based on our internal ratings, 54% of this gross
banking products exposure was classified as investment grade.
The vast majority of the gross banking products exposure had an
estimated LGD below 50%.

Our loan underwriting business’s overall ability to distribute
risk remained sound. Total temporary loan underwriting
exposure ended 2019 at USD 4.8 billion, USD 2.5 billion higher
than the prior year. Loan underwriting exposures are classified as
held for trading, with fair values reflecting market conditions at
the end of 2019.

—»> Refer to “Credit risk models” in this section for more

information about loss given default, rating grades and rating
agency mappings
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Investment Bank: distribution of banking products exposure across internal UBS ratings and loss given default (LGD)
buckets’

USD million, except where indicated 31.12.19 31.12.18
LGD buckets Weighted Weighted
average average
Internal UBS rating? Exposure 0-25%  26-50% 51-75% 76-100% LGD (%) Exposure LGD (%)

Investment grade 9,853 2,1

Defaulted / Credit-impaired 91 26 25 27 13 40 140 36

Banking products exposure' 32,229 9,307 14,150 7,604 1,168 30 39,869 30

1 Excluding balances at central banks and Group Treasury reallocations. 2 The ratings of the major credit rating agencies, and their mapping to our internal rating scale, are shown in the “Internal UBS rating scale
and mapping of external ratings” table in this section.

Investment Bank: banking products exposure by geographical region®

31.12.19 31.12.18
USD million % USD million %

Asia Pacific

witzerland

Rest of Europe 8,505 26.4 10,652 26.7

Exposure! 32,229 100.0 39,869 100.0
1 Excluding balances at central banks and Group Treasury reallocations.

Investment Bank: banking products exposure by industry sector’

31.12.19 31.12.18
USD million % USD million %

Exposure! 32,229 100.0 39,869 100.0

1 Excluding balances at central banks and Group Treasury reallocations.
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Corporate Center
Gross banking products exposure within Corporate Center,
which arises primarily in connection with treasury activities,
increased by USD 2 billion to USD 31 billion.
> Refer to “Balance sheet assets” in the “Treasury management”
section of this report for more information
— Refer to the “Corporate Center” section under “Financial and
operating performance” of this report for more information

Traded products

Counterparty credit risk arising from traded products,
which include over-the-counter (OTC) derivatives, exchange-
traded derivatives (ETD) exposures and securities financing
transactions (SFTs) originating in the Investment Bank, Non-core
and Legacy Portfolio and Group Treasury is generally managed
on a close-out basis. This takes into account the possible effect
of market movements on the exposure and any associated
collateral over the time it would take to close out our positions.
In the Investment Bank, limits are applied to the potential future
exposure per counterparty, with the size of the limit driven by
the view of the creditworthiness of the counterparty as
determined by Credit Risk Control. Limit frameworks are also
applied to control overall exposure to specific classes or
categories of collateral on a portfolio level. Such portfolio limits
are monitored and reported to senior management.

Trading in OTC derivatives is conducted through central
counterparties (CCPs) where practicable. Where CCPs are not
used, we have clearly defined policies and processes for trading on
a bilateral basis. Trading is typically conducted under bilateral
International Swaps and Derivatives Association (ISDA) or similar
master netting agreements, which generally allow for the close-
out and netting of transactions in the event of default subject to
applicable law. For most major market participant counterparties,
we employ two-way collateral agreements under which either
party can be required to provide collateral in the form of cash or
marketable securities when the exposure exceeds specified levels.
This collateral typically consists of well-rated government debt or
other collateral permitted by applicable regulations. For certain
counterparties, an initial margin is taken to cover some or all of
the calculated close-out exposure. This is in addition to the
variation margin taken to settle changes in the market value of
transactions. Regulations governing the margining of uncleared
OTC derivatives continue to evolve. These generally expand the

scope of bilateral derivatives activity subject to margining. In
addition, they will result in greater amounts of initial margin
received from, and posted to, certain bilateral trading
counterparties than had been required in the past. These changes
should result in lower close-out risk over time.

—» Refer to “Note 11 Derivative instruments” in the “Consolidated
financial statements” section of this report for more information
about our over-the-counter derivatives settled through central
counterparties

—> Refer to “Note 25 Offsetting financial assets and financial
liabilities” in the “Consolidated financial statements” section of
this report for more information about the effect of netting and
collateral arrangements on our derivative exposures

Credit risk arising from traded products, after the effects of
master netting agreements but excluding credit valuation
adjustments and hedges, increased by USD 6 billion to USD 48
billion as of 31 December 2019. OTC derivatives accounted for
USD 17 billion, exposures from SFTs were USD 21 billion, and
ETD exposures amounted to USD 10 billion. OTC derivatives
exposures are generally measured as net positive replacement
values after the application of legally enforceable netting
agreements and the deduction of cash and marketable securities
held as collateral. SFT exposures are reported taking into
account collateral received, and ETD exposures take into account
collateral margin calls.

The majority of the gross traded products exposures were
within the Investment Bank, Non-core and Legacy Portfolio, and
Group Treasury, totaling USD 38 billion, compared with USD 31
billion as of 31 December 2018. As counterparty risk for traded
products is managed at the counterparty level, no further split is
provided between exposures in the Investment Bank and those
in Non-core and Legacy Portfolio and Group Treasury. The
traded products exposure includes OTC derivatives gross
exposures of USD 10 billion in the Investment Bank and Non-
core and Legacy Portfolio, an increase of USD 0.4 billion from
the prior year. During 2019, SFT exposures increased by USD 5
billion to USD 21 billion, mainly due to increases in trading
relationships and in posted collateral. ETD exposures increased
by USD 2 billion to USD 8 billion. The tables on the next page
provide more information about the OTC derivatives, SFT and
ETD exposures of the Investment Bank, Non-core and Legacy
Portfolio and Group Treasury.
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Risk, treasury and capital management
Risk management and control

Investment Bank, Non-core and Legacy Portfolio and Group Treasury: traded products exposure

USD million OTC derivatives SFTs ETD Total Total
31.12.19 31.12.18
__T_gtal exposure, before deduction of credit valuation adjustments and hedges 9,830 20,821 7,580 38,232 30,769

“Less: edi-t"protection bought (cr ault swaps, notional) (242) (242) (2853-)..
Net exposure after credit valuation adjustments, allowances and hedges 9,550 20,821 7,580 37,952 30,346

Investment Bank, Non-core and Legacy Portfolio and Group Treasury: distribution of net OTC derivatives and SFT
exposure across internal UBS ratings and loss given default (LGD) buckets

USD million, except where indlicated 31.12.19 31.12.18
LGD buckets Weighted Weighted
average average
Internal UBS rating’ Exposure  0-25% 26-50% 51-75% 76-100% LGD (%)  Exposure  LGD (%)

Net OTC derivatives exposure

of which: 13 and defaulted 16 4 0 0 2 19 9 37
Total net OTC derivatives exposure, after credit valuation adjustments
and hedges 9,550 221 7,543 1,561 225 47 9,016 47
Net SFT exposure
s mentgrade ............................................................................................ 20524 ............... e 18 e : 737 .............. S : 5668 ............... i
e mentgrade ........................................................................................... S G G  — G S i
Total net SFT exposure 20,821 1 18,571 1,772 478 40 16,004 41

1 The ratings of the major credit rating agencies, and their mapping to our internal rating scale, are shown in the “Internal UBS rating scale and mapping of external ratings” table in this section.

Investment Bank, Non-core and Legacy Portfolio and Group Treasury: net OTC derivatives and SFT exposure
by geographical region

Net OTC derivatives Net SFT exposure
31.12.19 31.12.18 31.12.19 31.12.18

USD million % USD million % USD million USD million %
Asia Pacific 1,383 14.5 1,309 14.5 5,055 . 3,408 21.3

Rest of Europe 4,503 47. 4,597 51.0 9,297 447 7,597 475
Exposure 9,550 100.0 9,016 100.0 20,821 100.0 16,004 100.0

Investment Bank, Non-core and Legacy Portfolio and Group Treasury: net OTC derivatives and SFT exposure
by industry sector

Net OTC derivatives Net SFT exposure
31.12.19 31.12.18 31.12.19 31.12.18
USD million % USD million % USD million % USD million %

Banks 4,608 48.3 3,813 423 3,713 17.8 3,495 21.8

Exposure 9,550 100.0 9,016 100.0 20,821 100.0 16,004 100.0

126 For the purpose of this Supplement, this page is referred to as page 173



Credit risk mitigation

We actively manage the credit risk in our portfolios by
taking collateral against exposures and by utilizing credit
hedging.

Lending secured by real estate

We use a scoring model as part of a standardized front-
to-back process to support credit decisions for the origination or
modification of Swiss mortgage loans. The two key factors
within this model are an affordability calculation relative to gross
income and the loan-to-value (LTV) ratio.

The calculation of affordability takes into account interest
payments, minimum amortization requirements, potential
property maintenance costs and, in the case of properties
expected to be rented out, the level of rental income. Interest
payments are estimated using a predefined framework, which
takes into account the potential for significant increases in
interest rates during the lifetime of the loan. The interest rate is
set at 5% per annum.

For residential properties occupied by the borrower, the
maximum LTV allowed within the standard approval process is
80%. This is reduced to 60% in the case of vacation properties
and luxury real estate. For other properties, the maximum LTV
allowed within the standard approval process ranges from 30%
to 80%, depending on the type of property, the age of the
property and the amount of renovation work required.

The value assigned by UBS to each property is based
on the lowest value determined from internally calculated
valuations, the purchase price and, in some cases, an additional
external valuation.

We use two separate models provided by a market-leading
external vendor to derive property valuations for owner-
occupied residential properties (ORP) and income-producing real
estate. For ORP, we estimate the current value of properties by
using a regression model (a hedonic model) to compare detailed
characteristics for each property against a database of property
transactions. In addition to the model-derived values, valuations
for ORP are updated quarterly throughout the lifetime of the
loan by using region-specific real estate price indices. The price
indices are sourced from an external vendor and are subject to
internal validation and benchmarking against two other external
vendors. On a quarterly basis, we use these valuations to
compute indexed LTV for all ORP and consider these together
with other risk measures (e.g., rating migration and behavioral
information) to identify higher-risk loans, which are then
reviewed individually by client advisors and credit officers, with
action taken where considered necessary.

For income-producing real estate, the capitalization model is
used to determine the property valuation by discounting
estimated sustainable future income using a capitalization rate
based on various attributes. These attributes consider regional as
well as specific property characteristics, such as market and
location data (e.g., vacancy rates), benchmarks (e.g., for running
costs) and certain other standardized input parameters (e.g.,
property condition). Rental income from properties is reviewed
at a minimum once every three years, but indications of
significant changes in the amount of rental income or in the
vacancy rate can trigger an interim reappraisal.

To take market developments into account for these models,
the external vendor regularly updates the parameters and/or
refines the architecture for each model. Model changes and
parameter updates are subject to the same validation procedures
as our internally developed models.
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Risk, treasury and capital management
Risk management and control

We similarly apply underwriting guidelines for our
Global Wealth Management Region Americas mortgage loan
portfolio, taking into account affordability of the loans and
sufficiency of collateral. The maximum LTV within the standard
approval process for any type of mortgage is 80%. A
stratification of LTVs exists for the various mortgage types, such
as residential mortgage or investment property, based on
associated risk factors, such as property types, loan size and loan
purpose. Maximum LTVs go as low as 45%. Additionally, other
credit risk metrics are applied, based upon property and
borrower characteristics, such as debt-to-income ratios, FICO
credit scores and required client reserves.

A risk limit framework is applied to the Global Wealth
Management Region Americas mortgage loan portfolio. Limits
have been established to govern exposures within LTV
categories, geographic concentrations, portfolio growth and
high-risk mortgage segments, such as interest-only loans. These
limits are monitored by a specialized credit risk monitoring team
and reported to senior management. Supplementing this limit
framework is a real estate lending policy and procedures
framework, established to govern the real estate lending
activities. Quality assurance and quality control programs are in
place to monitor compliance with mortgage underwriting and
documentation requirements.

> Refer to “Swiss mortgage loan portfolio” in this section for

more information about LTV in our Swiss mortgage portfolio

—> Refer to “Global Wealth Management” in this section for more

information about LTV in our Global Wealth Management
Region Americas mortgage portfolio

Lombard lending

Lombard loans are secured by pledges of marketable
securities, guarantees and other forms of collateral. Eligible
financial securities primarily include transferable securities (such
as bonds and equities) that are liquid and actively traded, and
other transferable securities, such as approved structured
products for which regular prices are available and for which the
issuer of the security provides a market. To a lesser degree, less
liquid collateral is also financed.
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We apply discounts (haircuts) to reflect the pledged
collateral’s risk and to derive the lending value. Haircuts for
marketable securities are calculated to cover the possible change
in the market value over a given close-out period and confidence
level. The haircut applied will vary, depending on the view of the
collateral quality. Less liquid or more volatile collateral will
typically attract larger haircuts. For less liquid instruments, such
as structured products, some bonds and products with long
redemption periods, the assumed close-out period may be much
longer than that for highly liquid instruments, or an assessment
is made as to the expected recovery on the asset in the event of
the counterparty’s default, resulting in a larger haircut. For cash,
life insurance policies, guarantees and letters of credit, haircuts
are determined on a product- or client-specific basis.

We also consider concentration and correlation risks across
collateral posted at a counterparty level, as well as at a divisional
level across counterparties. Additionally, we perform targeted
Group-wide reviews of concentrations. A concentration of
collateral in single securities, issuers or issuer groups, industry
sectors, countries, regions or currencies may result in higher risk
and reduced liquidity. In such cases, the lending value of the
collateral, margin call and close-out levels are adjusted
accordingly.

Exposures and collateral values are monitored on a daily basis
with the intention of ensuring that the credit exposure continues
to be within the established risk tolerance. A shortfall occurs
when the lending value drops below the exposure. If a shortfall
exceeds a defined trigger level, a margin call is initiated,
requiring the client to provide additional collateral, reduce the
exposure or take other action to bring the exposure in line with
the agreed lending value of the collateral. If the extent of the
shortfall increases and exceeds a further trigger level, or the
shortfall is not corrected within the required period, then a
close-out is initiated, through which collateral is liquidated, open
derivative positions are closed and guarantees are called.

We also conduct stress testing of collateralized exposures to
simulate market events that reduce the value of the collateral,
increase the exposure of traded products, or both. For certain
classes of counterparties, limits on such calculated stress
exposures are applied and controlled at a counterparty level. In
addition, there are portfolio limits applied across certain
businesses or collateral types.

—» Refer to “Stress loss” in this section for more information about

our stress testing
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Credit hedging

We utilize single-name credit default swaps (CDSs), credit
index CDSs, bespoke protection and other instruments to
actively manage credit risk in the Investment Bank and Non-core
and Legacy Portfolio. This is aimed at reducing concentrations of
risk from specific counterparties, sectors or portfolios and, in the
case of counterparty credit risk, the profit or loss effect arising
from changes in credit valuation adjustments (CVA).

We maintain strict guidelines for taking credit hedges into
account for credit risk mitigation purposes. For example, when
monitoring exposures against counterparty limits, we do not
usually apply certain credit risk mitigants, such as proxy hedges
(credit protection on a correlated but different name) or credit
index CDSs, to reduce counterparty exposures. Buying credit
protection also creates credit exposure with regard to the
protection provider. We monitor and limit our exposures to
credit protection providers and we also monitor the effectiveness
of credit hedges as part of our overall credit exposures to the
relevant counterparties. Trading with such counterparties is
typically collateralized. For credit protection purchased to hedge
the lending portfolio, this includes monitoring mismatches
between the maturity of the credit protection purchased and the
maturity of the associated loan. Such mismatches result in basis
risk and may reduce the effectiveness of the credit protection.
Mismatches are routinely reported to credit officers and
mitigating actions are taken when deemed necessary.

— Refer to “Note 11 Derivative instruments” in the “Consolidated

financial statements” section of this report for more
information

Mitigation of settlement risk

To mitigate settlement risk, we reduce our actual settlement
volumes through the use of multi-lateral and bilateral
agreements with counterparties, including payment netting.

The most significant source of our settlement risk is foreign
exchange transactions. We are a member of Continuous Linked
Settlement (CLS), an industry utility that provides a multi-lateral
framework to settle transactions on a delivery-versus-payment
basis, thereby significantly reducing foreign exchange-related
settlement risk relative to the volume of business. However, the
mitigation of settlement risk through CLS and other means does
not fully eliminate our credit risk in foreign exchange
transactions resulting from changes in exchange rates prior to
settlement, which is managed as part of our overall credit risk
management of OTC derivatives.

Credit risk models

Basel lll — A-IRB credit risk models

We have developed tools and models in order to
estimate future credit losses that may be implicit in our current
portfolio.

Exposures to individual counterparties are measured on the
basis of three generally accepted parameters: probability of
default (PD); exposure at default (EAD); and loss given default
(LGD). For a given credit facility, the product of these three
parameters results in the expected loss. These parameters are
the basis for the majority of our internal measures of credit risk,
and are key inputs for the regulatory capital calculation under
the advanced internal ratings-based (A-IRB) approach of the
Basel Il framework governing international convergence of
capital measurement and standards. We also use models to
derive the portfolio credit risk measures of expected loss,
statistical loss and stress loss.

The "Key features of our main credit risk models” table on
the next page shows the number and key features of the models
that we use to derive PD, LGD and EAD for our main portfolios
and asset classes, and is followed by more detailed explanations
of these models and parameters.

— Refer to the 31 December 2019 Pillar 3 report, available under
“Pillar 3 disclosures” at www.ubs.com/investors, for more
information about the regulatory capital calculation under the
advanced internal ratings-based approach

For the purpose of this Supplement, this page is referred to as page 176 129

oo
c
9]
=
9]
(o))
©
c
©
IS

©

=
o
©
]
ae)
c
©
>
-
=]
%)
©
9]
o
=
~
o
o



https://www.ubs.com/investors

Risk, treasury and capital management
Risk management and control

Key features of our main credit risk models

Number of
Model Number of years loss
Portfolio in scope Asset class approach main models Main drivers data’
Probability of Central governments and
efault ............0vereigns and central banks | centralbanks SCORCAID eereeereenes 1, Political, institutional and economic indicators ... >10,
Behavioral data, affordability relative to income,
Owner-occupied mortgages in ~ Retail: residential property type, loan-to-value. Separate models for
e SNitzEland and the US| MOMGAGES. ... eeereeernrrens scorecard 2, mortgages in Switzerland and the US 2
Retail: residential Loan-to-value, debt service coverage, financial data
mortgages, (for large corporates only), behavioral data; Weights
Income-producing real estate  Corporates: specialized of risk drivers differ between corporate and private
SRR 1 1. 1 TS 1NN ..o eeeeereeenre SCORCAID . eeeenreenes LY - N
Loan-to-value, historical asset returns, behavioral
Lombard lending Retail: other Merton type 1 data 13

Financial data including balance sheet ratios and
profit and loss, behavioral data. Weights of risk
drivers differ depending on the corporate client sub-

profit and loss. Separate models for banks —

Banks and securities developed markets, banks — emerging markets,
................................ BANKS s SRRETS e Scorecard A broker-dealers and investment banks, private banks 12,
Corporates: specialized  Rating Financial data including balance sheet ratios and
everesmereenesmeneeeen OOty traders 1eNdiNg. ..o seeeeereeenee template . eoreeeeeenreeen 1, profit and loss, as well as non-financial criteria . .......2L
Rating
Aircraft financing Corporates: other lending template 1 Financial structure of the transaction 13

Financial data including balance sheet ratios and
profit and loss, and market data. Separate models for
corporates with publicly traded and highly liquid
stocks (Market Intelligence Tool), private corporates,

Score card / leveraged corporates and corporates in construction
................................ Large corporates .......Corporates: other lending marketdata | 4 andrealestatebusiness )2
Financial data and/or historical portfolio performance
Corporates: other Score card / for pooled ratings. Separate models for hedge funds,
lending, pooled rating managed funds, insurance companies, commercial
Public-sector entities and  approach / real estate loans, mortgage originators, public sector
multilateral development  rating entities and multilateral development
Other portfolios banks template 9 banks/supranationals 12
Owner-occupied mortgages in ~ Retail: residential Statistical Loan-to-value, time since last valuation. Separate
Lossgivendefault _Switzerlandandthe US MOMGAGES .o evrreerrs MO rerenrren 2 models for mortgages in Switzerland and the US___.......... 1
Retail: residential
Income-producing real estate  mortgages, Corporates:  Statistical Loan-to-value, time since last valuation, property
SN 1 1. TS specializedlending _  MOdEl . ooeeeeeereeens 1,.4pe, oGatON INAIGROT ||| . eeeeeerseersenssserssenssesseneee 1,
Statistical
model,
SRR, Lombard lending ... Retal: other ... simulation 1, Historical observed lossrates ] 1.
Separate models for mortgage and non-mortgage
LGDs. Mortgage models: loan-to-value, time since
Small and medium-sized Statistical last valuation, property type, location indicator. Non-
SRR 1< S Corporates: other lending model . o eorverrrenn 2 mortgage models: historical observed lossrates ... o
Counterparty and facility specific, including industry
segment, collateral, seniority, legal environment and
bankruptcy procedures. Specific model for sovereign
LGDs based on econometric modelling of past default
events using GDP per capita, government debt, and
other quantitative and qualitative factors such as the
Investment Bank — all Statistical share of multilateral debt service, the size of the
counterparties Across the asset classes  model 2 banking sector and institutional quality 5-10
Separate models based on exposure type (committed
Statistical credit lines, revocable credit lines, contingent
[Exposure at default _ Banking products .. Across the asset classes | model e 3PIOGUCS) s >10,
Product-specific market drivers, e.g., interest rates.
Separate models for OTC derivatives, ETDs and SFTs
Statistical that generate the simulation of risk factors used for
Traded products Across the asset classes  model 2 the credit exposure measure n/a

1 For sovereign and Investment Bank PD models, the length of internal portfolio history is shown in Number of years loss data.
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Internal UBS rating scale and mapping of external ratings

Moody's Investors Standard & Poor’s
Internal UBS rating I-year PD range in % Description Service mapping mapping Fitch mapping
Oand1 0.00-0.02

Investment grade Aaa AAA AAA

Counterparty is in default Default

Defaulted D D

Probability of default

Probability of default (PD) is an estimate of the likelihood of a
counterparty defaulting on its contractual obligations over the
next 12 months. PD ratings are used for credit risk measurement
and are an important input for determining credit risk approval
authorities. For the calculation of risk-weighted assets (RWA), a 3-
basis-point PD floor is applied to Banks, Corporates and Retail
exposures as required under the Basel Il framework. Additionally,
for Swiss owner-occupied mortgages we apply an 8-basis-point
PD floor and for Lombard loans a 4-basis-point PD floor.

PD is assessed using rating tools tailored to the various
categories of counterparties. Statistically developed scorecards,
based on key attributes of the obligor, are used to determine PD
for many of our corporate clients and for loans secured by real
estate. Where available, market data may also be used to derive
the PD for large corporate counterparties. For low-default
portfolios, where available, we take into account relevant
external default data in the rating tool development. For
Lombard loans, Merton-type historical return-based model
simulations taking into account potential changes in the value of
securities collateral are used in our rating approach. These
categories are also calibrated to our internal credit rating scale
(masterscale), which is designed to ensure a consistent
assessment of default probabilities across counterparties. Our
masterscale expresses one-year default probabilities that we
determine through our various rating tools by means of distinct
classes, whereby each class incorporates a range of default
probabilities. Counterparties migrate between rating classes as
our assessment of their PD changes.

The ratings of the major credit rating agencies, and their
mapping to our masterscale and internal PD bands, are shown in
the “Internal UBS rating scale and mapping of external ratings”
table above. The mapping is based on the long-term average of
one-year default rates available from the rating agencies. For
each external rating category, the average default rate is
compared with our internal PD bands to derive a mapping to our

internal rating scale. Our internal rating of a counterparty may
therefore diverge from one or more of the correlated external
ratings shown in the table. Observed defaults by rating agencies
may vary through economic cycles, and we do not necessarily
expect the actual number of defaults in our equivalent rating
band to equal the rating agencies’ average in any given period.
We periodically assess the long-term average default rates of
credit rating agencies’ grades, and we adjust their mapping to
our masterscale as necessary to reflect any material changes.

Exposure at default

Exposure at default (EAD) represents the amount we expect to
be owed by a counterparty at the time of a possible default. We
derive EAD from our current exposure to the counterparty and
the possible future development of that exposure.

The EAD of an on-balance sheet loan is its notional amount.
For off-balance sheet commitments that are not drawn, credit
conversion factors (CCFs) are applied in order to obtain an
expected on-balance sheet amount. Such CCFs are based on
historical observations. To comply with regulatory guidance, we
floor individual observed CCF values at zero in the CCF model; i.e.,
we assume that the drawn EAD will be no less than the drawn
amount one year prior to default.

For traded products, we derive EAD by modeling the range of
possible exposure outcomes at various points in time using
scenario and statistical techniques. We assess the net amount that
may be owed to us or that we may owe to others, taking into
account the effect of market movements over the potential time it
would take to close out our positions. For ETDs, our calculation of
EAD takes into account collateral margin calls. When measuring
individual counterparty exposure against credit limits, we consider
the maximum likely exposure measured to a high level of
confidence. However, when aggregating exposures to different
counterparties for portfolio risk measurement purposes, we use
the expected exposure to each counterparty at a given time period
(usually one year) generated by the same model.
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Risk, treasury and capital management
Risk management and control

We assess our exposures where there is a material correlation
between the factors driving the credit quality of the
counterparty and those driving the potential future value of our
traded products exposure (wrong-way risk), and we have
established specific controls to mitigate such risks.

Loss given default

Loss given default (LGD) is the magnitude of the likely loss if
there is a default. Our LGD estimates, which consider downturn
conditions, include loss of principal, interest and other amounts
(such as workout costs, including the cost of carrying an
impaired position during the workout process) less recovered
amounts. We determine LGD based on the likely recovery rate of
claims against defaulted counterparties, which depends on the
type of counterparty and any credit mitigation by way of
collateral or guarantees. Our estimates are supported by our
internal loss data and external information, where available.
Where we hold collateral, such as marketable securities or a
mortgage on a property, loan-to-value ratios are typically a key
parameter in determining LGD. For low-default portfolios, where
available, we take into account relevant external default data in
the rating tool development. In the RWA calculation, the
regulatory LGD floor of 10% is applied for exposures secured by
residential properties. Additionally, we apply a 30% LGD floor
for Lombard loans in Global Wealth Management outside
Region Americas and a 25% LGD floor for Lombard loans in
Global Wealth Management Region Americas. All other LGDs
are subject to a 5% floor.

Expected loss

Credit losses are an inherent cost of doing business and the
occurrence and amount of credit losses can be erratic. In order
to quantify future credit losses that may be implicit in our
current portfolio, we use the concept of expected loss. The
expected loss for a given credit facility is a product of the three
components described above, i.e., PD, EAD and LGD. We
aggregate the expected loss for individual counterparties to
derive our expected portfolio credit losses.

Expected loss (EL) for regulatory and internal risk control
purposes is a statistical measure used to estimate the average
annual costs we expect to experience from positions that
become impaired. Expected loss is the basis for quantifying
credit risk in all our portfolios. We use a statistical modeling
approach to estimate the loss profile of each of our credit
portfolios over a one-year period to a specified level of
confidence. The mean value of this loss distribution is the
expected loss. The EL provides an indication of the level of risk in
our portfolio and it may change over time. Some parameters
have to be estimated on a conservative basis in order to meet
the regulatory requirements for banks applying the internal
ratings-based approach to determine RWA.
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IFRS 9 — ECL credit risk models

The IFRS 9 expected credit loss (ECL) concept differs from our
standard credit risk models in some important aspects. The
following ECL definitions are generally derivations from our
standard credit risk models.

—» Refer to “Note 1 Summary of significant accounting policies” in
the “Consolidated financial statements” section of this report
for more information about our accounting policy for
allowances and provisions for ECL

Probability of default

PD represents the likelihood of a default over a specified time
period. A 12-month PD represents the likelihood of default
determined for the next 12 months and a lifetime PD represents
the probability of default over the remaining lifetime of the
instrument. The lifetime PD calculation is based on a series of
12-month point-in-time PDs that are derived from through-the-
cycle PDs and scenario forecasts. This modeling is region-,
industry- and client segment-specific and considers both
macroeconomic scenario-dependencies and client-idiosyncratic
information. To derive the cumulative lifetime PD per scenario,
the series of 12-month point-in-time PDs are transformed into
marginal point-in-time PDs, taking into account any assumed
default events from prior periods.

Exposure at default

EAD represents an estimate of the exposure to credit risk at the
time of a potential default occurring during the life of a financial
instrument. It represents the cash flows outstanding at the time
of default, considering expected repayments, interest payments
and accruals, discounted at the effective interest rate. Future
drawdowns on facilities are considered through a CCF that is
reflective of historical drawdown and default patterns and the
characteristics of the respective portfolios. ECL-specific CCFs
have been modeled to capture client segment- and product-
specific patterns after removing Basel standard-specific
limitations, i.e., conservatism, and focus on a 12-month period
prior to default.

Loss given default

LGD represents an estimate of the loss at the time of a potential
default occurring during the life of a financial instrument. The
determination of the LGD takes into account expected future
cash flows from collateral and other credit enhancements, or
expected payouts from bankruptcy proceedings for unsecured
claims and, where applicable, time to realization of collateral
and the seniority of claims. LGD is commonly expressed as a
percentage of the relevant EAD.
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Expected credit loss

Expected credit losses (ECLs) represent the difference between
contractual cash flows and those UBS expects to receive,
discounted at the EIR. For loan commitments and other credit
facilities in scope of ECL requirements, expected cash shortfalls
are determined by considering expected future drawdowns.
Rather than focusing on an average through-the-cycle expected
annual loss, its purpose is to estimate the amount of losses
inherent in a portfolio based on current conditions and future
outlook (a point-in-time measure), whereby such forecast has to
include all information that is available without undue cost and
effort, and address multiple scenarios where there is a perceived
non-linearity between changes in economic conditions and their
effect on credit losses. From a credit risk modeling perspective,
ECL parameters are generally a derivation of the factors assessed
for regulatory Basel Il EL.

Comparison of Basel lll EL and IFRS 9 ECL

Depending on the application, there are a number of key
differences in the estimation process and the result thereof.
Most notably, regulatory Basel lll EL parameters are through-the-
cycle / downturn estimates, which might include a margin of
conservatism, while IFRS 9 ECL parameters are typically point-in-

time, reflecting current economic conditions and future outlook.
The main differences are summarized in the table below.

The estimation of expected (credit) loss is not a forecast of
the annual charge to Credit loss expense resulting from loans
and off-balance sheet exposures that become impaired. Basel llI
EL is not particularly sensitive to prevailing economic conditions
with its through-the-cycle / downturn view. ECL, in contrast, is
grounded in point-in-time economic conditions, but measured
as an average of different scenarios, and for time periods that
are dependent on the maturity profile of the book at reporting
date and the particular stage classification required by IFRS 9. It
does not, therefore, cover a point-in-time credit loss expense
expectation measured over a quarter or a calendar year.

Further key aspects of credit risk models

Stress loss

We complement our statistical modeling approach with
scenario-based stress loss measures. Stress tests are run on a
regular basis to monitor the potential effect of extreme, but
nevertheless plausible, events on our portfolios, under which key
credit risk parameters are assumed to deteriorate substantially.
Where we consider it appropriate, we apply limits on this basis.

In the table below, we illustrate the main differences between the two expected loss measures:

Basel Il EL (advanced internal ratings-based approach)

Scope The Basel Il advanced internal ratings-based (A-IRB) approach applies to
most credit risk exposures. It includes transactions measured at amortized
cost, at fair value through profit or loss and at fair value through OCl,

including loan commitments and financial guarantees.

12-month versus lifetime
expected loss

Exposure at default

The Basel Il A-IRB approach takes into account expected losses resulting
from expected default events occurring within the next 12 months.

EAD is the amount we expect a counterparty to owe us at the time of a
(EAD) possible default. For banking products, the EAD equals the book value as
of the reporting date, whereas for traded products, such as securities
financing transactions, the EAD is modeled. The EAD is expected to
remain constant over the 12-month period. For loan commitments, a
credit conversion factor is applied to model expected future drawdowns
over the 12-month period, irrespective of the actual maturity of a

IFRS 9 ECL

The IFRS 9 expected credit loss (ECL) calculation mainly applies to
financial assets measured at amortized cost and debt instruments
measured at fair value through OCI, as well as loan commitments and
financial guarantee contracts not at fair value through profit or loss.

In the absence of a significant increase in credit risk (SICR), a maximum
12-month ECL is recognized to reflect lifetime cash shortfalls that will
result if a default event occurs in the 12 months after the reporting date
(or a shorter period if the expected lifetime is less). Once an SICR event
has occurred, a lifetime ECL is recognized considering expected default
events over the life of the transaction.

EAD is generally calculated on the basis of the cash flows that are
expected to be outstanding at the individual points in time during the life
of the transaction, discounted to the reporting date using the effective
interest rate. For loan commitments, a credit conversion factor is applied
to model expected future drawdowns over the life of the transaction
without including downturn assumptions. In both cases, the time period is
capped at 12 months, unless an SICR has occurred.

particular transaction. The credit conversion factor includes downturn

adjustments.
Probability of default

movements in the underlying economy.

Loss given default

Use of scenarios N/A

PD estimates are determined on a through-the-cycle (TTC) basis. They
(PD) represent historical average PDs, taking into account observed losses over
a prolonged historical period, and are therefore less sensitive to

LGD includes prudential adjustments, such as downturn LGD assumptions
(LGD) and floors. Similar to PD, LGD is determined on a TTC basis.

PD estimates will be determined on a point-in-time (PIT) basis, based on
current conditions and incorporating forecasts for future economic
conditions at the reporting date.

LGD should reflect the losses that are reasonably expected and prudential
adjustments should therefore not be applied. Similar to PD, LGD is
determined on the basis of a PIT approach.

Multiple forward-looking scenarios have to be taken into account to
determine a probability-weighted ECL.
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Risk, treasury and capital management
Risk management and control

Stress scenarios and methodologies are tailored to the nature
of the portfolios, ranging from regionally focused to global
systemic events, and varying in time horizon. For example, for
our loan underwriting portfolio, we apply a global market event
under which, simultaneously, the market for loan syndication
freezes, market conditions significantly worsen, and credit
quality deteriorates. Similarly, for Lombard lending, we apply a
range of scenarios representing instantaneous market shocks to
all collateral and exposure positions, taking into consideration
their liquidity and potential concentrations. The portfolio-specific
stress test for our mortgage lending business in Switzerland
reflects a multi-year event, and the overarching stress test for
global wholesale and counterparty credit risk to corporates uses
a one-year global stress event and takes into account exposure
concentrations to single counterparties.

> Refer to “Stress testing” in this section for more information

about our stress testing framework

Credit risk model confirmation
Our approach to model confirmation involves both quantitative
methods, including monitoring compositional changes in the
portfolios and the results of backtesting, and qualitative
assessments, including feedback from users on the model
output as a practical indicator of the performance and reliability
of the model.

Material changes in a portfolio composition may invalidate
the conceptual soundness of the model. We therefore perform
regular analyses of the evolution of portfolios to identify such

Main credit models backtesting by regulatory asset class

changes in the structure and credit quality of portfolios. This
includes analyses of changes in key attributes, changes in
portfolio concentration measures, as well as changes in RWA.
—» Refer to “Risk measurement” in this section for more
information about our approach to model confirmation
procedures

Backtesting

We monitor the performance of our models by backtesting and
benchmarking them, whereby model outcomes are compared
with actual results, based on our internal experience and
externally observed results. To assess the predictive power of our
credit exposure models for traded products such as OTC
derivatives and ETD products, we statistically compare the
predicted future exposure distributions at different forecast
horizons with the realized values.

For PD, we use statistical modeling to derive a predicted
distribution of the number of defaults. The observed number of
defaults is then compared with this distribution, allowing us to
derive a statistical level of confidence in the model conservatism.
In addition, we derive a lower and upper bound for the average
default rate. If the portfolio average PD lies outside the derived
interval, the rating tool is, as a general rule, recalibrated.

For LGD, the backtesting statistically tests whether the mean
difference between the observed and predicted LGD is zero. If
the test fails, there is evidence that our predicted LGD is too low.
In such cases, and where these differences are outside
expectations, models are recalibrated.

Length of time series

Actual rates in %

Estimated average rates

used for the calibration Average of last Min. of last Max. of last at the start of
(in years) 5 years! 5 years? 5 years? 2019in %

Prabability of default?
Central governments and central banks >104 0.00 0.00 0.00 0.17

Retail: other >10 0.00 0.00 0.01 0.30
Loss given default
Central governments and central banks >10 51.00

Retail: other

Credit conversion factors

Corporates >10

15.80 6.90 4430 40.20

1 Average of all observations over the last five years.
observations occurred during that year.
history for this portfolio.
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2 Minimum / maximum annual average of observations in any single year from the last five years. Yearly averages are only calculated where five or more
3 Average PD estimation is based on all rated clients in the portfolio.

4 Sovereign PD model is calibrated to UBS masterscale, length of time series shows span of internal
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Credit conversion factors (CCFs), used for the calculation of
EAD for undrawn facilities with corporate counterparties, are
dependent on several contractual dimensions of the credit
facility. We compare the predicted amount drawn with observed
historical ~ utilization of such facilites for defaulted
counterparties. If any statistically significant deviation is
observed, the relevant CCFs are redefined.

The "Main credit models backtesting by regulatory asset
class” table on the previous page compares the current model
calibration for PD, LGD and CCFs with historical observed values
over the last five years.

Changes to models and model parameters during the period

As part of our continuous efforts to enhance models to reflect
market developments and newly available data, we updated
several models in the course of 2019.

In Personal & Corporate Banking and Global Wealth
Management, we completed the phasing-in of RWA increases
related to PD and LGD changes of the revised models for Swiss
residential mortgages that were implemented in 2017. With
regard to the EAD, the CCF for zero-balance securities-backed
lending and margin loans in Global Wealth Management was
changed from 5% to 15%.

Within the Investment Bank, selected portfolios with lower
materiality levels and exposures rated by expert judgment were
moved to the Standardized Approach for the RWA calculation.

Where required, changes to models and model parameters
were approved by the Swiss Financial Market Supervisory
Authority (FINMA) prior to implementation.

> Refer to “Risk-weighted assets” in the “Capital management”

section of this report for more information about the effect of
the changes to models and model parameters on credit risk
RWA

Future credit risk-related requlatory capital developments

In December 2017, the Basel Committee on Banking Supervision
announced the finalization of the Basel Il framework, which we
currently expect FINMA to introduce into national law later than
the originally communicated effective date of 1 January 2022.
The updated framework has made a number of revisions to the

internal ratings-based (IRB) approaches, namely: (i) removing the
possibility of using the advanced IRB (A-IRB) approach for certain
asset classes (including large and medium-sized corporate
clients, banks and other financial institutions); (ii) placing floors
on certain model inputs under the IRB approach, such as for PD
and LGD; and (iii) introducing various requirements to reduce
RWA variability (for example, for LGD).

The published framework has a number of requirements that
are subject to national discretion. In addition, revisions to the
credit valuation adjustment (CVA) framework were published,
including the removal of the advanced CVA (A-CVA) approach.
UBS maintains a close dialog with FINMA to discuss in more
detail the implementation objectives and to prepare for a
smooth transition of the capital regime for credit risk.

_» Refer to “Capital management objectives, planning and
activities” in the “Capital management” section of this report
for more information about the development of RWA

—» Refer to “Risk measurement” in this section for more
information about our approach to model confirmation
procedures

> Refer to the “Regulatory and legal developments” and “Risk
factors” sections of this report for more information

Credit policies for distressed assets

The “Exposure categorization” chart on the next page illustrates
how we categorize banking products and securities financing
transactions as non-performing, defaulted, credit-impaired and
purchased or originated credit-impaired.

Non-performing

In line with the regulatory definition, we report a claim as
non-performing when: (i) it is more than 90 days past due; (ii) it
is subject to restructuring proceedings, where preferential
conditions concerning interest rates, subordination, tenor, etc.
have been granted in order to avoid default of the counterparty
(forbearance); or (iii) the counterparty is subject to bankruptcy /
enforced liquidation proceedings in any form, even if there is
sufficient collateral to cover the due payment or there is other
evidence that payment obligations will not be fully met without
recourse to collateral.

For the purpose of this Supplement, this page is referred to as page 182 135
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Risk, treasury and capital management
Risk management and control

Default and credit-impaired

UBS applies a single definition of default for classifying assets
and determining the PD of its obligors for risk modeling
purposes. The definition of default is based on quantitative and
qualitative criteria. A counterparty is classified as defaulted at
the latest when material payments of interest, principal or fees
are overdue for more than 90 days, or more than 180 days for
certain exposures in relation to loans to private and commercial
clients in Personal & Corporate Banking, and to private clients of
Global Wealth Management Region Switzerland. UBS does not
consider the general 90-day presumption for default recognition
appropriate for those latter portfolios based on an analysis of
the cure rates, which demonstrated that strict application of the
90-day criterion would not accurately reflect the inherent credit
risk. Counterparties are also classified as defaulted when:
bankruptcy, insolvency proceedings or enforced liquidation have
commenced; obligations have been restructured on preferential
terms (forbearance); or there is other evidence that payment
obligations will not be fully met without recourse to collateral.

Exposure categorization

The latter may be the case even if, to date, all contractual
payments have been made when due. If one claim against a
counterparty is defaulted on, generally all claims against the
counterparty are treated as defaulted.

An instrument is classified as credit-impaired if the
counterparty is classified as defaulted, and/or the instrument is
identified as purchased or originated credit-impaired (POCI). An
instrument is POCI if it has been purchased at a deep discount to
its carrying amount following a risk event of the issuer or
originated with a defaulted counterparty. Once a financial asset
is classified as defaulted / credit-impaired (except POCI), it is
reported as a stage 3 instrument and remains as such unless all
past due amounts have been rectified, additional payments have
been made on time, the position is not classified as credit-
restructured, and there is general evidence of credit recovery. A
three-month probation period is applied before a transfer back
to stages 1 or 2 can be triggered. However, most instruments
remain in stage 3 for a longer period. A

Performing

Stage 1

Credit exposures with no significant increase
in the risk of default since initial recognition

Forbearance / credit restructuring?

subsequently improved

Purchased or originated credit-impaired (POCI)

subsequently improved

Stage 2 (significant increase in credit risk)

Credit exposures with a significant increase
in the risk of default since initial recognition

Credit exposures classified as forborne at earlier stage, where non-preferential conditions have
superseded initially granted preferential conditions or the counterparty has recovered and the
preferential conditions no longer exceed our risk appetite and for which the credit situation has

Credit exposures classified as POCI at initial recognition for which the credit situation has

Non-performing'

Stage 3 (credit-impaired’)
Credit exposures that are classified as in
default

Credit exposures where concessions
exceeding our risk tolerance have

been granted under imminent payment
default or in default

Credit exposures where full collection
of initial contractual claims has
been doubtful since initial recognition

1 Excluding purchased or originated credit-impaired instruments.
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2 May include purchased or originated credit-impaired instruments.
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Forbearance (credit restructuring)

Under imminent payment default or where default has
already occurred, we may grant concessions to borrowers in
financial difficulties that we would otherwise not consider in the
normal course of our business, such as offering preferential
interest rates, extending maturity, modifying the schedule of
repayments, debt / equity swap, subordination, etc. When a
forbearance measure takes place, each case is considered
individually and the exposure is generally classified as defaulted.
Forbearance classification will remain until the loan is collected
or written off, non-preferential conditions are granted that
supersede the preferential conditions or until the counterparty
has recovered and the preferential conditions no longer exceed
our risk tolerance.

Contractual adjustments when there is no evidence of
imminent payment default, or where changes to terms and
conditions are within our usual risk tolerance, are not considered
to be forborne.

Loss history statistics

An instrument is classified as credit-impaired if the counterparty
has defaulted. This also includes credit-impaired exposures for
which no loss has occurred or for which no allowance has been
recognized (e.g., because they are expected to be fully
recoverable through the collateral held).

Loss history statistics

The "Loss history statistics” table below provides a five-year
history of our credit loss experience for loans and advances to
banks and customers, and ratios of those credit losses relative to
our credit-impaired and non-performing loans and advances to
banks and customers. For the years 2015 to 2017, the amounts
are based on IAS 37 and IAS 39; for 2018 and 2019, the
amounts are based on IFRS 9.

Credit-impaired loans and advances to banks and customers
were USD 2.3 billion as of 31 December 2019, unchanged
compared with 31 December 2018.

The majority of the credit-impaired exposure relates to loans
and advances in our Swiss domestic business. The ratio of credit-
impaired loans and advances to banks and customers to total
loans and advances to banks and customers was 0.7%,
unchanged compared with 31 December 2018.

—» Refer “Note 10 Financial assets at amortized cost and other
positions in scope of expected credit loss measurement” and
“Note 23 Expected credit loss measurement” in the
"Consolidated financial statements” section of this report for
more information about ECL measurement

_» Refer to “Note 17a Other financial assets measured at
amortized cost” in the “Consolidated financial statements”
section of this report for more details

31.12.19 31.12.18 31.12.17 31.12.16 31.12.15
USD million, except where indicated IFRS 9 IFRS 9 1AS 37, IAS 39 IAS 37, IAS 39 IAS 37, IAS 39
Loans and advances to banks and customers (gross) 340,003 338,000 342,604 314,485 324,059

loans and advances to banks and customers

loans and advances to banks and customers as a percentage of loans and advances to banks
and customers (gross)

Non-performing loans and advances to banks and customers as a percentage of loans and advances to banks
and customers (gross)

ECL allowances for loans and advances to banks and customers as a percentage of loans and advances to

banks and customers (gross)

Net write-offs as a percentage of average loans and advances to banks and customers (gross) outstanding

during the period

e YA 07 ! 03 03 s 04,

e YA 0.7 rrererre! LT Y A 03.

e 02 02 ! 02 i 02 i 0.2
0.0 0.1 0.0 0.0 0.0

1 Includes collective loan loss allowances (until 31 December 2017). Until 31 December 2017 did not include allowances for other receivables (31 December 2017: USD 19 million; 31 December 2016: USD 0

million; 31 December 2015: USD 0 million).

2 Includes provisions for ECL of guarantees and loan commitments and allowances for securities financing transactions.

3 Includes net write-offs for loan

commitments and securities financing transactions. 4 Includes credit loss (expense) / recovery for other financial assets at amortized cost, guarantees, loan commitments, and securities financing transactions.
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Risk, treasury and capital management
Risk management and control

Market risk

Key developments

Market risk remained at low levels as a result of our continued
focus on managing tail risks. Average management VaR (1-day,
95% confidence level) decreased to USD 11 million from USD 12
million in the prior year, mainly driven by the Investment Bank'’s
Equities business. The number of negative backtesting
exceptions within a 250-business-day window decreased from 2
to 0 by the end of the year. The FINMA VaR multiplier for
market risk RWA remained unchanged at 3 as of 31 December
2019.

Main sources of market risk

Market risks arise from both our trading and non-trading

business activities.

— Trading market risks arise mainly in connection with primary
debt and equity underwriting, securities and derivatives trading
for market-making and client facilitation within our Investment
Bank, as well as the remaining positions within Non-core and
Legacy Portfolio in Corporate Center and our municipal
securities trading business within Global Wealth Management.

— Non-trading market risks arise predominantly in the form of
interest rate and foreign exchange risks in connection with
personal banking and lending in our wealth management
businesses, our personal and corporate banking business in
Switzerland and the Investment Bank’s lending business, in
addition to treasury activities.

— Group Treasury assumes market risks in the process of
managing interest rate risk, structural foreign exchange risk
and the liquidity and funding profile (including high-quality
liquid assets) of the Group.

— Equity and debt investments can also give rise to market risks,
as can some aspects of our employee benefits, such as
defined benefit pension schemes.

Overview of measurement, monitoring and
management techniques

— Market risk limits are set for the Group, the business divisions,
Group Treasury and Non-core and Legacy Portfolio at
granular levels within the various business lines, reflecting the
nature and magnitude of the market risks.

— Management VaR measures exposures under the market risk
framework. This includes trading market risks and parts of
non-trading market risks. Non-trading market risks not
included in VaR are also covered in the risks controlled by
Market & Treasury Risk Control as set out further below.

— Our primary portfolio measures of market risk are liquidity-
adjusted stress (LAS) loss and VaR. Both are common to all
our business divisions and subject to limits that are approved
by the Board of Directors (the BoD).

138

These measures are complemented by concentration and
granular limits for general and specific market risk factors.
Our trading businesses are subject to multiple market risk
limits. These limits take into account the extent of market
liquidity and volatility, available operational capacity,
valuation uncertainty and, for our single-name exposures, the
credit quality of issuers.

— Trading market risks are managed on an integrated basis at a
portfolio level. As risk factor sensitivities change due to new
transactions, transaction expiries or changes in market levels,
risk factors are dynamically rehedged to remain within limits.
Accordingly, in the trading portfolio, we do not generally
seek to distinguish between specific positions and associated
hedges.

— lIssuer risk is controlled by limits applied at the business
division level based on jump-to-zero measures, which
estimate our maximum default exposure (the loss in the case
of a default event assuming zero recovery).

— Non-trading foreign exchange risks are managed under

market risk limits, with the exception of Group Treasury

management of consolidated capital activity.

Our Market & Treasury Risk Control function applies a holistic
risk framework, which sets the appetite for treasury-related risk-
taking activities across the Group. A key element of the
framework is an overarching economic value sensitivity limit, set
by the BoD. This limit is linked to the level of Basel Il common
equity tier 1 (CET1) capital, and takes into account risks arising
from interest rates, foreign exchange and credit spreads. In
addition, the sensitivity of net interest income to changes in
interest rates is monitored against targets set by the Group Chief
Executive Officer, in order to analyze the outlook and volatility of
net interest income based on market-expected interest rates.
Limits are also set by the BoD to balance the effect of foreign
exchange movements on our CET1 capital and CET1 capital
ratio. Non-trading interest rate and foreign exchange risks are
included in our Group-wide statistical and stress testing metrics,
which flow into our risk appetite framework.

Equity and debt investments are subject to a range of risk
controls, including preapproval of new investments by business
management and Risk Control and regular monitoring and
reporting. They are also included in our Group-wide statistical
and stress testing metrics, which flow into our risk appetite
framework.

—» Refer to “Currency management” in the “Treasury
management” section of this report for more information about
Group Treasury’'s management of foreign exchange risks

— Refer to the “Capital management” section of this report for
more information about the sensitivity of our CET1 capital and
CET1 capital ratio to currency movements
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Market risk stress loss

In addition to VaR, which is discussed below, we measure and
manage our market risks through a comprehensive framework
of non-statistical measures and related limits. This includes an
extensive series of stress tests and scenario analyses, which we
continuously evaluate with the intention of ensuring that any
losses resulting from an extreme yet plausible event do not
exceed our risk appetite.

Liquidity-adjusted stress

Our primary measure of stress loss for Group-wide market risk is
LAS. The LAS framework is designed to capture the economic
losses that could arise under specified stress scenarios. This is in
part achieved by replacing the standard one-day and 10-day
holding period assumptions used for management and
regulatory VaR, with liquidity-adjusted holding periods, as
explained below. Shocks are then applied to positions based on
the expected market movements over the liquidity-adjusted
holding periods resulting from the specified scenario.

The holding periods used in LAS are calibrated to reflect the
amount of time it would take to reduce or hedge the risk of
positions in each major risk factor in a stressed environment,
assuming maximum utilization of the relevant position limits. We
also apply minimum holding periods, regardless of observed
liquidity levels, reflecting the fact that identification of and
reaction to a crisis may not always be immediate.

The expected market movements are derived using a
combination of historical market behavior, based on an analysis
of historical events, and forward-looking analysis that includes
consideration of defined scenarios that have not occurred
historically.

LAS-based limits are applied at a number of levels: Group,
business division, Group Treasury and Non-core and Legacy
Portfolio; business area; and sub-portfolio. In addition, LAS
forms the core market risk component of our combined stress
test framework and is therefore integral to our overall risk
appetite framework.

— Refer to “Risk appetite framework” in this section for more

information

> Refer to “Stress testing” in this section for more information

about our stress testing framework

Value-at-risk

VaR definition

VaR is a statistical measure of market risk, representing
the market risk losses that could potentially be realized over a
set time horizon (holding period) at an established level of
confidence. The measure assumes no change in the Group’s
trading positions over the set time horizon.

We calculate VaR on a daily basis. The profit or loss
distribution from which VaR is derived is generated by our
internally developed VaR model. The VaR model simulates
returns over the holding period of those risk factors to which our
trading positions are sensitive, and subsequently quantifies the
profit or loss effect of these risk factor returns on the trading
positions. Risk factor returns associated with the risk factor
classes of general interest rates, foreign exchange and
commodities are based on a pure historical simulation approach,
taking into account a five-year look-back window. Risk factor
returns for selected issuer-based risk factors, such as equity price
and credit spreads, are decomposed into systematic and
residual, issuer-specific components using a factor model
approach. Systematic returns are based on historical simulation,
and residual returns are based on a Monte Carlo simulation. The
VaR model profit or loss distribution is derived from the sum of
the systematic and residual returns in such a way that we
consistently capture systematic and residual risk. Correlations
among risk factors are implicitly captured via the historical
simulation approach. In modeling the risk factor returns, we
consider the stationarity properties of the historical time series of
risk factor changes. Depending on the stationarity properties of
the risk factors within a given risk factor class, we choose to
model the risk factor returns using absolute returns or
logarithmic returns. The risk factor return distributions are
updated on a fortnightly basis.

Although our VaR model does not have full revaluation
capability, we source full revaluation grids and sensitivities from
our front-office systems, enabling us to capture material non-
linear profit or loss effects.

We use a single VaR model for both internal management
purposes and determining market risk risk-weighted assets
(RWA), although we consider different confidence levels and
time horizons. For internal management purposes, we establish
risk limits and measure exposures using VaR at the 95%
confidence level with a one-day holding period, aligned to the
way we consider the risks associated with our trading activities.
The regulatory measure of market risk used to underpin the
market risk capital requirement under Basel Il requires a
measure equivalent to a 99% confidence level using a 10-day
holding period. In the calculation of a 10-day holding period
VaR, we employ 10-day risk factor returns, whereby all
observations are equally weighted.

Additionally, the population of the portfolio within
management and regulatory VaR is slightly different. The
population within regulatory VaR meets regulatory requirements
for inclusion in regulatory VaR. Management VaR includes a
broader population of positions. For example, regulatory VaR
excludes the credit spread risks from the securitization portfolio,
which are treated instead under the securitization approach for
regulatory purposes.
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Risk, treasury and capital management
Risk management and control

We also use stressed VaR (SVaR) for the calculation of market risk
RWA. SVaR adopts broadly the same methodology as regulatory
VaR and is calculated using the same population, holding period
(10-day) and confidence level (99%). However, unlike regulatory
VaR, the historical data set for SVaR is not limited to five years, but
instead spans the time period from 1 January 2007 to the present.
In deriving SVaR, we search for the largest 10-day holding period

Management VaR for the period

The tables below show minimum, maximum, average and
period-end management VaR by business division and Corporate
Center, and by general market risk type. We continued to
manage management VaR at low levels with average VaR
decreasing to USD 11 million from USD 12 million in the prior
year.

VaR for the current Group portfolio across all one-year look-back
windows that fall into the interval from 1 January 2007 to the
present. SVaR is computed weekly.

—» Refer to the 31 December 2019 Pillar 3 report, available under
“Pillar 3 disclosures” at www.ubs.com/investors, for more
information about the regulatory capital calculation under the
advanced internal ratings-based approach

Management value-at-risk (1-day, 95% confidence, 5 years of historical data) of our business divisions and Corporate
Center by general market risk type’

For the year ended 31.12.19

Interest
rates

Credit
spreads

Foreign
USD million exchange

Equity Commodities

Total management VaR, Group

Global Wealth Management

Diversification effect? (5) 4) (7) 4) 2) (1) 0

For the year ended 31.12.18

Interest Credit Foreign

USD million Equity rates  spreads exchange  Commodities

Min 3 5 5 1 1
OSSPSR o< R e s G g e
O SRTTSAscco ST A\'/é'ré-(_':;-e- ................................ g g o S 5
i G g gr— 5
Total management VaR, Group 5 26 12 12 Average (per business dlivision and risk type)
Global Wealth Management 0 2 1 1 0 7 2 0 0
Personal&CorporateBankmg ........................................................... G G G G r——
'Z\Eééf'l;)léﬁé-ggéﬁéﬁt' ......................................................................... G G G T G
L R s e s 5
CorporateCenter ............................................................................ R G G g e T s G
L R  R— 7 R T R y—

1 Statistics at individual levels may not be summed to deduce the corresponding aggregate figures. The minima and maxima for each level may well occur on different days, and likewise, the VaR for each business
line or risk type, being driven by the extreme loss tail of the corresponding distribution of simulated profits and losses for that business line or risk type, may well be driven by different days in the historical time
series, rendering invalid the simple summation of figures to arrive at the aggregate total. 2 Difference between the sum of the standalone VaR for the business divisions and Corporate Center and the VaR for the
Group as a whole. 3 As the minimum and maximum occur on different days for different business divisions and Corporate Center, it is not meaningful to calculate a portfolio diversification effect.
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VaR limitations
Actual realized market risk losses may differ from those
implied by our VaR for a variety of reasons.

— The VaR measure is calibrated to a specified level of
confidence and may not indicate potential losses beyond this
confidence level.

- The one-day time horizon used for VaR for internal
management purposes, or 10-day in the case of the
regulatory VaR measure, may not fully capture the market risk
of positions that cannot be closed out or hedged within the
specified period.

— In certain cases, VaR calculations approximate the effect of
changes in risk factors on the values of positions and
portfolios. This may happen because the number of risk
factors included in the VaR model is necessarily limited.

— The effect of extreme market movements is subject to
estimation errors, which may result from non-linear risk
sensitivities, as well as the potential for actual volatility and
correlation levels to differ from assumptions implicit in the
VaR calculations.

— The use of a five-year window means that sudden increases in
market volatility will tend not to increase VaR as quickly as
the use of shorter historical observation periods, but the
increase will affect our VaR for a longer period of time.
Similarly, following a period of increased volatility, as markets
stabilize, VaR predictions will remain more conservative for a
period of time influenced by the length of the historical
observation period.

SVaR is subject to the same limitations as noted for VaR
above, but the use of one-year data sets avoids the smoothing
effect of the five-year data set used for VaR, and the absence of
the five-year window provides a longer history of potential

loss events. Therefore, although the significant period of stress
during the financial crisis of 2007-2009 is no longer contained
in the historical five-year period used for management and
regulatory VaR, SVaR will continue to use this data. This
approach is intended to reduce the procyclicality of the
regulatory capital requirements for market risks.

We recognize that no single measure may encompass the
entirety of risks associated with a position or portfolio.
Consequently, we employ a suite of various metrics with both
overlapping and complementary characteristics in order to create
a holistic framework that seeks to ensure material completeness
of risk identification and measurement. As a statistical aggregate
risk measure, VaR supplements our liquidity-adjusted stress and
comprehensive stress testing frameworks.

We also have a framework to identify and quantify potential
risks that are not fully captured by our VaR model. We refer to
these risks as risks-not-in-VaR. This framework is used to
underpin these potential risks with regulatory capital, calculated
as a multiple of regulatory VaR and stressed VaR.

Backtesting of VaR

VaR backtesting is a performance measurement process in which
the 1-day VaR prediction is compared with the realized 1-day
profit or loss (P&L). We compute backtesting VaR using a 99%
confidence level and one-day holding period for the population
included within regulatory VaR. Since 99% VaR at UBS is
defined as a risk measure that operates on the lower tail of the
P&L distribution, 99% backtesting VaR is a negative number.
Backtesting revenues exclude non-trading revenues, such as
valuation reserves, fees and commissions and revenues from
intraday trading, to provide for a like-for-like comparison. A
backtesting exception occurs when backtesting revenues are
lower than the previous day’s backtesting VaR.

Group: development of regulatory backtesting revenues' and actual trading revenues? against backtesting VaR?

(1-day, 99% confidence)

USD million

Jan Feb Mar Apr May Jun
150
‘|25 ........................................................
’IOO .........................................

Jul Aug Sep Oct Nov Dec

. Backtesting revenues _—

Actual trading revenues _—

99% positive tail of the backtesting VaR distribution

Backtesting VaR (1-day, 99% confidence = 1% negative tail)

1 Excludes non-trading revenues, such as valuation reserves, commissions and fees, and revenues from intraday trading. 2 Includes backtesting revenues and revenues from intraday trading. 3 Based on Basel Ill regulatory

VaR, excludes CVA positions and their eligible hedges that are subject to the standalone CVA charge.
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Risk, treasury and capital management
Risk management and control

Statistically, given the confidence level of 99%, two or three
backtesting exceptions per year can be expected. More than
four exceptions could indicate that the VaR model is not
performing appropriately, as could too few exceptions over a
prolonged period of time. However, as noted in the VaR
limitations above, a sudden increase or decrease in market
volatility relative to the five-year window could lead to a higher
or lower number of exceptions, respectively. Accordingly,
Group-level backtesting exceptions are investigated, as are
exceptional positive backtesting revenues, with results being
reported to senior business management, the Group Chief Risk
Officer and the Group Chief Market & Treasury Risk Officer.
Backtesting exceptions are also reported to internal and external
auditors and to the relevant regulators.

The "Group: development of regulatory backtesting revenues
and actual trading revenues against backtesting VaR” chart on
the previous page shows the 12-month development of
backtesting VaR against the Group’s backtesting revenues and
actual trading revenues for 2019. The chart shows both the
99% and the 1% backtesting VaR. The asymmetry between the
negative and positive tails is due to the long gamma risk profile
that has been run historically in the Investment Bank.

The actual trading revenues include, in addition to
backtesting revenues, intraday revenues.

The number of negative backtesting exceptions within a
250-business-day window decreased from 2 to 0 by the end of
the year. The FINMA VaR multiplier for market risk RWA
remained unchanged at 3 as of 31 December 2019.

VaR model confirmation

In addition to backtesting performed for regulatory purposes as

described above, we also conduct extended backtesting for our

internal model confirmation purposes. This includes observing

model performance across the entire P&L distribution, not just

the tails, and at multiple levels within the business division and

Corporate Center hierarchies.

—> Refer to “Risk measurement” in this section for more

information about our approach to model confirmation
procedures
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VaR model developments in 2019
We did not make any material changes to the VaR model
in 2019.

Future market risk-related regulatory capital developments

In January 2019, the Basel Committee on Banking Supervision
published the final rules on the minimum capital requirements
for market risk (the Fundamental Review of the Trading Book).
As per the Swiss timelines for adopting Basel lll, the new accord
is expected to enter into force on 1 January 2023 at the earliest.

Key elements of the revised market risk framework include:

(i) changes to the internal model-based approach, including
changes to the model approval and performance measurement
process; (ii) changes to the standardized approach with the aim
of it being a credible fallback method for an internal model-
based approach; and (iii) a revised boundary between trading
book and banking book. UBS maintains a close dialog with
FINMA to discuss the implementation objectives in more detail
and to provide a smooth transition of the capital regime for
market risk.

— Refer to “Capital management objectives, planning and
activities” in the “Capital management” section of this report
for more information about the development of RWA

— Refer to “Risk measurement” in this section for more
information about our approach to model confirmation
procedures

— Refer to the “Regulatory and legal developments” and “Risk
factors” sections of this report for more information
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Interest rate risk in the banking book

Changes to our interest rate risk in the banking book disclosure
Based on the 2016 standards of the Basel Committee on Banking
Supervision, FINMA published the revised Circular “2019/2
Interest Rate Risk — Banks,” which sets out minimum standards for
the measurement, management, monitoring and control of
interest rate risks in the banking book (IRRBB). This circular came
into effect in January 2019, with the first enhanced Pillar 3
disclosure provided in our 30 June 2019 Pillar 3 report.

We have aligned the IRRBB disclosure in our financial reports
to the new Pillar 3 requirements. In particular, the economic
value of equity (EVE) sensitivity is assessed under six regulatory
rate-shock scenarios defined by FINMA in the circular, which are
currency-specific and not subject to flooring.

Sources of interest rate risk in the banking book

IRRBB arises from balance sheet positions such as Loans
and advances to banks, Loans and advances to customers,
Financial assets at fair value not held for trading, Financial assets
measured at amortized cost, Customer deposits, Debt issued
measured at amortized cost, and derivatives, including those
used for cash flow hedge accounting purposes. These positions
may affect other comprehensive income (OCl) or the income
statement, depending on their accounting treatment.

Our largest banking book interest rate exposures arise from
customer deposits and lending products in Global Wealth
Management and Personal & Corporate Banking. The inherent
interest rate risks are generally transferred from Global Wealth
Management and Personal & Corporate Banking to Group
Treasury, to manage them centrally within Corporate Center.
This allows for the netting of interest rate risks across different
sources, while leaving the originating businesses with
commercial margin and volume management. The residual
interest rate risk is mainly hedged with interest rate swaps, to
the vast majority of which we apply hedge accounting. Short-
term exposures and high-quality liquid assets classified as
Financial assets at fair value not held for trading are hedged with
derivatives accounted for on a mark-to-market basis. Long-term
fixed-rate debt issued is hedged with interest rate swaps
designated in fair value hedge accounting relationships.

Risk management and governance

IRRBB is measured using a number of metrics, the most relevant

of which are the following:

— Interest rate sensitivities to parallel shifts in yield curves,
calculated as changes in the present value of future cash
flows irrespective of accounting treatment. These are also the
key risk factors for statistical and stress-based measures, such
as value-at-risk and stress scenarios (including EVE sensitivity),
and are measured and reported with a daily frequency. EVE
sensitivity is the exposure arising from the most adverse
regulatory interest rate scenario after netting across
currencies. In addition to the regulatory measure, we apply an
internal EVE sensitivity metric that includes equity, goodwill,
real estate and additional tier 1 (AT1) capital instruments.

— Net interest income (NII) sensitivity assesses the change in NI
over a set time horizon compared with the baseline NII, which
we internally calculate by assuming that interest rates in all
currencies develop according to their market-implied forward
rates and under the assumption of constant business volumes
and no specific management actions. The internal NIl
sensitivity, which includes the contribution from cash held at
central banks, unlike the Pillar 3 disclosure requirements, is
measured and reported on a monthly basis.

We actively manage IRRBB, with the objective of reducing the
volatility of NII, while keeping the EVE sensitivity within set internal
risk limits.

EVE and NIl sensitivity are monitored against limits and triggers,
both at consolidated and at significant legal entity levels. We also
assess the sensitivity of EVE and NIl under stressed market
conditions by applying a suite of parallel and non-parallel interest
rate scenarios, as well as specific economic scenarios.

The Interest Rate Risk in the Banking Book Strategy
Committee, which is a sub-committee of the Group Asset and
Liability Committee (ALCO), and, where relevant, ALCOs at a
legal entity level, perform independent oversight over the
management of IRRBB. IRRBB is also subject to Group Internal
Audit and model governance.

> Refer to “Group Internal Audit” in the “Corporate governance”

section of this report and to “Risk measurement” in this section
for more information

Key modeling assumptions

The cash flows from customer deposits and lending products
used in the calculation of EVE sensitivity exclude commercial
margins and other spread components, are aggregated for each
business day and are discounted using risk-free rates. Our
external issuances are discounted using UBS’s senior debt curve,
and capital instruments are modeled to the first call date. NI
sensitivity is calculated over a one-year time horizon, assuming
constant balance sheet structure and volumes, and considers the
flooring effect of embedded interest rate options.

The average repricing maturity of non-maturing deposits and
loans is determined via replication portfolio strategies that are
designed to protect product margin. Optimal replicating
portfolios are determined at a granular currency- and product-
specific level by simulating and applying a real-world market rate
model to historically calibrated client rate and volume models.

We use an econometric prepayment model to forecast
prepayment rates on US mortgage loans in UBS Bank USA, as
well as agency mortgage-backed securities (MBSs) held in
various liquidity portfolios of UBS Americas Holding LLC
consolidated. These prepayment rates are used to forecast both
mortgage loan and MBS balances under various macroeconomic
scenarios. The prepayment model is used for a variety of
purposes, including risk management and regulatory stress
testing. Mortgages in Switzerland and fixed-term deposits
generally do not carry similar optionality, due to prepayment and
early redemption penalties.
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Risk, treasury and capital management
Risk management and control

Effect of interest rate changes on shareholders’ equity and

CET1 capital

The "Accounting and capital effect of changes in interest rates”
table below illustrates the effects on shareholders’ equity and
CET1 capital of gains and losses resulting from changes in
interest rates in the main banking book positions. For
instruments held at fair value, a change in interest rates results
in an immediate fair value gain or loss recognized either in the
income statement or through OCI. Typically, increases in
interest rates would lead to an immediate reduction in the
value of our long-term assets held at fair value, but we would
expect such reduction to be offset over time through higher Nl
on our core banking products.

For assets and liabilities measured at amortized cost, a change
in interest rates does not result in a change in the carrying
amount of the instruments, but could affect the amount of
interest income or expense recognized over time in the income
statement.

In addition to the differing accounting treatments, our
banking book positions have different sensitivities to different
points on vyield curves. For example, our portfolios of debt

Accounting and capital effect of changes in interest rates'

securities, whether measured at amortized cost or at fair value,
and interest rate swaps, whether designated as cash flow
hedges or transacted as economic hedges, are, on the whole,
more sensitive to changes in longer-duration interest rates,
whereas our deposits and a significant portion of our loans
contributing to NIl are more sensitive to short-term rates. These
factors are important, as yield curves may not shift on a parallel
basis and could, for example, exhibit an initial steepening,
followed by a flattening over time.

By virtue of the accounting treatment and yield curve
sensitivities outlined above, in a rising rate scenario, we would
expect to recognize an initial decrease in shareholders’ equity as
a result of fair value losses recognized in OCI. This would be
compensated over time by increased NIl as increases in interest
rates affect the shorter end of the yield curve in particular. The
effect on CET1 capital would be less pronounced, as gains and
losses on interest rate swaps designated as cash flow hedges are
not recognized for regulatory capital purposes. Fair value losses
on instruments designated at fair value are expected to be offset
by economic hedges.

Recognition Shareholders’ equity CET1 capital
Timing Income statement / OCI Gains Losses Gains Losses
Loans and deposits at amortized cost?3 Gradual Income statement [ J () [ J [ J

Income statement [ [ ] [ ] [
1 Refer to the "Reconciliation of IFRS equity to Swiss SRB common equity tier 1 capital” table in the "Capital management” section of this report for more information on the differences between shareholders’

Derivatives transacted as economic hedges Immediate

2 For fixed-rate financial instruments, changes in interest rates affect the income statement when these instruments roll over and reprice. 3 For hedge accounted items, a fair value
4 Excluding hedge ineffectiveness that is recognized in the income statement in accordance with IFRS.

equity and CET1 capital.
adjustment is applied in line with the treatment of the hedging derivatives.

Net interest income sensitivity -

At the end of 2019, the net interest income sensitivity of Global
Wealth Management and Personal & Corporate Banking was
assessed under the following scenarios:

— Negative Interest Rates: Yield curves drop 100 basis points in
parallel with no zero-floor applied and therefore can become
negative, or more negative.

— Rates Bull Flattener: Yield curves across all currencies undergo
a sharp decrease for long tenors, with a lower decrease at the
short end of the curve: =70 basis points for tenors up to 3
months, =100 basis points for the 3-year tenor and -130
basis points for +10-year tenors.

— Rates Bull Steepener: Yield curves across all currencies
undergo a sharp decrease for short tenors, with a lower
decrease at the long end of the curve: —130 basis points for
tenors up to 3 months, —100 basis points for the 3-year tenor
and =70 basis points for +10-year tenors.
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Rates Bear Steepener: Yield curves across all currencies

undergo a sharp increase for long tenors, with a lower

increase at the short end of the curve: +70 basis points for
tenors up to 3 months, +100 basis points for the 3-year tenor
and +130 basis points for +10-year tenors.

— Rates Bear Flattener: Yield curves across all currencies
undergo a sharp increase for short tenors, with a lower
increase at the long end of the curve: +130 basis points for
tenors up to 3 months, +100 basis points for the 3-year tenor
and +70 basis points for +10-year tenors.

— Parallel +100 basis points: All yield curves rise 100 basis
points in parallel.

— Constant Rates: All rates stay at current levels.
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With the exception of the Constant Rates scenario,
immediately after the shock, interest rates evolve according to
market-implied forward rates of that scenario.

The results are compared with a baseline NII, which is
calculated assuming that interest rates in all currencies develop
according to their market-implied forward rates and under the
assumption of constant business volumes and no specific
management actions. Over a one-year horizon, the most adverse
scenario is the Rates Bull Steepener, resulting in a deterioration
in Baseline NIl of approximately 9%, while the most beneficial
scenario is the Rates Bear Flattener, which would lead to an
improvement in Baseline NIl of approximately 10%. In addition
to the above scenario analysis, we also monitor the sensitivity of
NIl to immediate parallel shocks of =200 and +200 basis points
against the defined thresholds, under the assumption of a
constant balance sheet volume and structure.

As of 31 December 2019, the baseline NIl would have been
approximately 16% lower under a parallel shock of —200 basis
points, whereas under a parallel +200-basis-point shock, the
baseline NIl would have been approximately 23% higher.

To shelter the level of our NIl from the persistently low and
negative interest rate environment in Swiss francs in particular,
we rely on the self-funding of our lending businesses through
our deposit base in Global Wealth Management and Personal &
Corporate  Banking, along with appropriate additional
adjustments to our interest rate-linked product pricing. The loss
of such equilibrium on the balance sheet, for example, due to
unattractive pricing relative to our peers for either our
mortgages or deposits, could lead to a decrease in our NIl in a
persistently low and negative interest rate environment. As we
assume constant business volumes, these risks do not appear in
the aforementioned interest rate scenarios.

Moreover, should the low and negative interest rate
environment persist or worsen, this could lead to additional
pressure on our NIl and we could face additional costs for
holding our Swiss franc high-quality liquid asset portfolio. A
reduction of the Swiss National Bank’s deposit exemption
threshold for banks would also reduce our NIl as we might not
be able to offset the higher costs for our cash holdings, for
example, by passing on some of the costs to our depositors.
Should euro interest rates also decline significantly further into
negative territory, this could likewise increase our liquidity costs
and put our NIl generated from euro-denominated loans and
deposits under pressure. Depending on the overall economic
and market environment, sustained and significant negative
rates could also lead to our Global Wealth Management and
Personal & Corporate Banking clients paying down their loans
together with reducing any excess cash they hold with us as
deposits. This would reduce the underlying business volume and
lower our NIl accordingly.

The NIl impact of a net decrease in deposits would depend on
various factors including the currency, its interest rate level, as
well as the balance sheet situation, as this could be offset by a
reduction in negative-yielding liquidity portfolios or require
alternative funding. In the latter case, the cost would also
significantly depend on the term and nature of the replacement
funding, whether such funding is raised in the wholesale
markets or from swapping with available funding denominated
in another currency. On the other hand, imbalances leading to
an excess deposit position could require additional investments
at negative yields, which we might not be able to compensate
for sufficiently through our excess deposit balance charging
mechanisms.

Economic value sensitivity

. Interest rate risk in the banking book is subject to a
regulatory threshold of 15% of tier 1 capital to identify outlier
banks. The exposure is calculated as the theoretical change in
the present value of the banking book under the most adverse
of the six FINMA interest rate scenarios.

As of 31 December 2019, the interest rate sensitivity of our
banking book to a +1-basis-point parallel shift in yield curves
was negative USD 25.1 million. The reported interest rate
sensitivity excludes the AT1 capital instruments, as per FINMA
Pillar 3 disclosure requirements, and our equity, goodwill and
real estate with a modeled sensitivity of approximately USD 4
million per basis point in Swiss francs and USD 15 million per
basis point in US dollars.

The most adverse of the six FINMA interest rate scenarios
with regard to EVE was the “Parallel up” scenario, resulting in a
change of the economic value of equity of negative USD 5.0
billion, representing a pro forma reduction of 9.6% of tier 1
capital, which is well below the regulatory outlier test of 15% of
tier 1 capital. The immediate effect of the “Parallel up” scenario
on tier 1 capital as of 31 December 2019 would be a reduction
of 1.3%, or USD 0.7 billion, arising from the part of our banking
book that is measured at fair value through profit or loss and
from the financial assets measured at fair value through other
comprehensive income. This scenario would, however, have had
a positive effect on net interest income.

—» Refer to “Note 14 Financial assets measured at fair value
through other comprehensive income” in the “Consolidated
financial statements” section of this report for more
information

— Refer to the “Group performance” section of this report for
more information about sensitivity to interest rate movements
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Interest rate risk — banking book

USD million

Parallel up' Parallel down' Steepener? Flattener® Short-term up? Short-term down®

(463.1) 519.6 (235.7

=

143.9 44.7)

) (29.8)

Other 169.9 (1.4

Total effect on economic value of equity as per Pillar 3 requirement as of

31.12.19 (25.1) (5,003.2) 4,315.9 (816.1) (337.2) (2,166.0) 2,292.0
Additional tier 1 (AT1) capital instruments 5.0 954.3 (1,024.6) (42.2) 253.5 610.8 (638.5)
Total including AT1 capital instruments as of 31.12.19 (20.1) (4,048.9) 3,291.2 (858.3) (83.7) (1,555.2) 1,653.5

1 Rates across all tenors move by +150 bps for Swiss franc, £200 bps for euro and US dollar and 250 bps for pound sterling.
5 Short-term rates decrease more than long-term rates.

increase and long-term rates decrease. 4 Short-term rates increase more than long-term rates.

Other market risk exposures

Own credit

We are exposed to changes in UBS's own credit that are

reflected in the valuation of financial liabilities designated at fair

value when UBS's own credit risk would be considered by

market participants. We also estimate debit valuation

adjustments (DVA) to incorporate own credit in the valuation of

derivatives.

s Refer to “Note 24 Fair value measurement” in the “Consolidated

financial statements” section of this report for more
information about own credit

Structural foreign exchange risk

Upon consolidation, assets and liabilities held in foreign
operations are translated into US dollars at the closing foreign
exchange rate on the balance sheet date. Value changes (in US
dollars) of non-US dollar assets or liabilities due to foreign
exchange movements are recognized in OCl and therefore affect
shareholders’ equity and CET1 capital.
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2 Short-term rates decrease and long-term rates increase. 3 Short-term rates

Group Treasury employs strategies to manage this foreign
currency exposure, including matched funding of assets and
liabilities and net investment hedging.

_> Refer to the “Treasury management” section of this report for
more information about our exposure to and management of
structural foreign exchange risk

—» Refer to “Note 11 Derivative instruments” in the “Consolidated
financial statements” section of this report for more
information about our hedges of net investments in foreign
operations

Equity investments

Under International Financial Reporting Standards (IFRS)
effective on 31 December 2019, equity investments not in the
trading book may be classified as Financial assets at fair value
not held for trading or Investments in associates.

We make direct investments in a variety of entities and buy
equity holdings in both listed and unlisted companies for a
variety of purposes. This includes investments such as exchange
and clearing house memberships held to support our business
activities. We may also make investments in funds that we
manage in order to fund or seed them at inception or to
demonstrate that our interests align with those of investors. We
also buy, and are sometimes required by agreement to buy,
securities and units from funds that we have sold to clients.
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The fair value of equity investments tends to be influenced by
factors specific to the individual investments. Equity investments
are generally intended to be held for the medium or long term
and may be subject to lock-up agreements. For these reasons,
we generally do not control these exposures by using the market
risk measures applied to trading activities. However, such equity
investments are subject to a different range of controls,
including preapproval of new investments by business
management and Risk Control, portfolio and concentration
limits, and regular monitoring and reporting to senior
management. They are also included in our Group-wide
statistical and stress testing metrics, which flow into our risk
appetite framework.

As of 31 December 2019, we held equity investments totaling
USD 2.4 billion, of which USD 1.3 billion was classified as
Financial assets at fair value not held for trading and USD 1.1
billion as Investments in associates. This was broadly unchanged
from the prior year.

— Refer to “Note 24 Fair value measurement” and “Note 31
Interests in subsidiaries and other entities” in the “Consolidated
financial statements” section of this report for more
information

— Refer to “Note 1 Summary of significant accounting policies” in
the “Consolidated financial statements” section of this report
for more information about the classification of financial
instruments

Debt investments

Debt investments classified as Financial assets measured
at fair value through OCl as of 31 December 2019 were
measured at fair value with changes in fair value recorded
through Equity, and can broadly be categorized as money
market instruments and debt securities primarily held for
statutory, regulatory or liquidity reasons.

The risk control framework applied to debt instruments
classified as Financial assets measured at fair value through OCl
depends on the nature of the instruments and the purpose for
which we hold them. Our exposures may be included in market
risk limits or be subject to specific monitoring and interest rate
sensitivity analysis. They are also included in our Group-wide
statistical and stress testing metrics, which flow into our risk
appetite framework.

Debt instruments classified as Financial assets measured at
fair value through OCl had a fair value of USD 6.3 billion as of
31 December 2019 compared with USD 6.7 billion as of
31 December 2018.

— Refer to “Note 24 Fair value measurement” in the “Consolidated
financial statements” section of this report for more
information

— Refer to “Economic value sensitivity” in this section for more
information

— Refer to “Note 1 Summary of significant accounting policies” in
the “Consolidated financial statements” section of this report
for more information about the classification of financial
instruments

Pension risk

We provide a number of pension plans for past and current
employees, some of which are classified as defined benefit
pension plans under IFRS. These defined benefit plans can have
a material effect on our IFRS equity and CET1 capital.

In order to meet the expected future benefit payments, the
plans invest employee and employer contributions in various
asset classes. The funded status of the plan is the difference
between the fair value of these assets and the present value of
the expected future benefit payments to plan members, i.e., the
defined benefit obligation.

Pension risk is the risk that the funded status of defined
benefit plans might decrease, negatively affecting our IFRS
equity and/or our CET1 capital. This can arise from a fall in the
value of a plan’s assets or in the investment returns, an increase
in defined benefit obligations, or a combination of the above.

Important risk factors affecting the fair value of the plan
assets are, among other things, equity market returns, interest
rates, bond yields and real estate prices. Important risk factors
affecting the present value of the expected future benefit
payments include high-grade bond yields, interest rates, inflation
rates and life expectancy.

Pension risk is included in our Group-wide statistical and
stress testing metrics, which flow into our risk appetite
framework. The potential effects are thus captured in the
calculation of our post-stress CET1 capital ratio.

> Refer to “Note 1 Summary of significant accounting policies”

and “Note 29 Pension and other post-employment benefit
plans” in the “Consolidated financial statements” section of this
report for more information about defined benefit plans

UBS own share exposure

Group Treasury holds UBS Group AG shares to hedge future
share delivery obligations related to employee share-based
compensation and participation plans. In addition, the
Investment Bank holds a limited number of UBS Group AG
shares, primarily in its capacity as a market-maker with regard to
UBS Group AG shares and related derivatives and to hedge
certain issued structured debt instruments.

We began a share repurchase program in March 2018. We
may repurchase up to an aggregate of CHF 2 billion of UBS
Group AG shares until March 2021 under the repurchase
program in accordance with Swiss regulations. During 2019, we
have acquired shares for an aggregate consideration of CHF 800
million (USD 806 million). The total consideration for shares
repurchased in 2018 and 2019 amounted to CHF 1,550 million
(USD 1,567 million). Consistent with our capital returns policy,
we intend to establish an additional share repurchase program
when we have completed the current program. Shares acquired
through the share repurchase program are purchased for the
purpose of capital reduction. Until the shareholders of UBS
Group AG approve cancelation of such shares, shares acquired
in the repurchase program will be held in Group Treasury.

_» Refer to “"UBS shares” in the “Capital management” section of

this report for more information
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Risk, treasury and capital management
Risk management and control

Country risk

Country risk framework

Country risk includes all country-specific events that occur within
a sovereign jurisdiction and may lead to an impairment of UBS’s
exposures. Country risk may take the form of: sovereign risk,
which refers to the ability and willingness of a government to
honor its financial commitments; transfer risk, which would arise
if an issuer or counterparty could not acquire foreign currencies
following a moratorium of a central bank on foreign exchange
transfers; or “other” country risk. “Other” country risk may
manifest itself through increased and multiple counterparty and
issuer default risk (systemic risk), on the one hand, and, on the
other hand, through events that may affect the standing of a
country, such as adverse shocks affecting political stability or the
institutional and legal framework. We maintain a well-
established risk control framework, through which we assess the
risk profile of all countries where we have exposure.

We attribute a sovereign rating to each foreign country,
which expresses the probability of the sovereign defaulting on its
own financial obligations in foreign currency. Our ratings are
expressed by statistically derived default probabilities as
described under “Probability of default” in this section. Based on
this internal analysis, we also define the probability of a transfer
event occurring, and we establish rules as to how the aspects of
“other” country risk should be incorporated into the analysis of
the counterparty rating of entities that are domiciled in the
respective country.

Our risk exposure to foreign countries considers the credit
ratings assigned to those countries. A country risk ceiling (i.e.,
maximum aggregate exposure) applies to our exposures to
counterparties or issuers of securities and financial investments
in the respective foreign country. We may limit the extension of
credit, transactions in traded products or positions in securities
based on a country risk ceiling, even if our exposure to a
counterparty is otherwise acceptable.

For internal measurement and control of country risk, we also
consider the financial effect of market disruptions arising prior
to, during and after a country crisis. These may take the form of
a severe deterioration in a country’s debt, equity or other asset
markets, or a sharp depreciation of the currency. We use stress
testing to assess the potential financial effect of a severe country
or sovereign crisis. This involves the developing of plausible
stress scenarios for combined stress testing and the identification
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of countries that may potentially be subject to a crisis event,
determining potential losses and making assumptions about
recovery rates depending on the types of credit transactions
involved and their economic importance to the affected
countries.

Our exposures to market risks are also subject to regular
stress tests that cover major global scenarios, which are also
used for combined stress testing, whereby we apply market
shock factors to equity indices, interest rates and currency rates
in all relevant countries and consider the potential liquidity of
the instruments.

Country risk exposure

Country risk exposure measure

The presentation of country risk follows our internal risk view,
whereby the basis for measurement of exposures depends on
the product category into which we have classified our
exposures. In addition to the classification of exposures into
banking products and traded products, as defined in “Credit risk
profile of the Group” in this section, within trading inventory we
classify issuer risk on securities such as bonds and equities, as
well as the risk relating to the underlying reference assets for
derivative positions. This includes those linked to credit
protection that we buy or sell, loan or security underwriting
commitments pending distribution and single-stock margin loans
for syndication.

As we manage the trading inventory on a net basis, we net
the value of long positions against short positions with the same
underlying issuer. Net exposures are, however, floored at zero
per issuer in the figures presented in the following tables. As a
result, we do not recognize the potentially offsetting benefit of
certain hedges and short positions across issuers.

We do not recognize any expected recovery values when
reporting country exposures as exposure before hedges, except
for the risk-reducing effects of master netting agreements and
collateral held in the form of either cash or portfolios of
diversified marketable securities, which we deduct from the
basic positive exposure values. Within banking products and
traded products, the risk-reducing effect of any credit protection
is taken into account on a notional basis when determining the
net of hedge exposures.
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Country risk exposure allocation

In general, exposures are shown against the country of
domicile of the contractual counterparty or the issuer of the
security. For some counterparties whose economic substance
in terms of assets or source of revenues is primarily located in a
different country, the exposure is allocated to the risk domicile
of that issuer.

This is the case with, for example, legal entities incorporated
in financial offshore centers, which have their main assets and
revenue streams outside the country of domicile. The same
principle applies to exposures for which we hold third-party
guarantees or collateral, where we report the exposure against
the country of domicile of either the guarantor or the issuer of
the underlying security, or against the country where pledged
physical assets are located.

We apply a specific approach for banking products
exposures to branches of banks that are located in a country
other than the legal entity’s domicile. In such cases, exposures
are recorded in full against the country of domicile of the
counterparty and additionally in full against the country in
which the branch is located.

In the case of derivatives, we show the counterparty risk
associated with the positive replacement value (PRV) against the
country of domicile of the counterparty (presented within
traded products). In addition, the risk associated with the
instantaneous fall in value of the underlying reference asset to
zero (assuming no recovery) is shown against the country of
domicile of the issuer of the reference asset (presented within
trading inventory). This approach allows us to capture both the
counterparty and, where applicable, issuer elements of risk
arising from derivatives and applies comprehensively for all
derivatives, including single-name credit default swaps (CDSs)
and other credit derivatives.

As a basic example: if CDS protection for a notional value of
100 bought from a counterparty domiciled in country X
referencing debt of an issuer domiciled in country Y has a PRV of
20, we record (i) the fair value of the CDS (20) against country X
(within traded products) and (i) the hedge benefit (notional
minus fair value) of the CDS (100 — 20 = 80) against country Y
(within trading inventory). In the example of protection bought,
the 80 hedge benefit would offset any exposure arising from
securities held and issued by the same entity as the reference
asset, floored at zero per issuer. In the case of protection sold,
this would be reflected as a risk exposure of 80 in addition to

any exposure arising from securities held and issued by the same
entity as the reference asset. In the case of derivatives
referencing a basket of assets, the issuer risk against each
reference entity is calculated as the expected change in fair value
of the derivative given an instantaneous fall in value to zero of
the corresponding reference asset (or assets) issued by that
entity. Exposures are then aggregated by country across issuers,
although floored at zero per issuer.

Exposures to selected eurozone countries

Our exposure to peripheral European countries remains limited,
but we nevertheless remain watchful regarding the potential
broader implications of adverse developments in the eurozone.
As noted under “Stress testing” in this section, a eurozone
crisis remains a core part of the new binding Global Crisis
scenario for combined stress test purposes, making it central to
the regular monitoring of risk exposure against the minimum
capital, earnings and leverage ratio objectives in our risk
appetite framework.

The "Exposures to eurozone countries rated lower than AAA /
Aaa by at least one major rating agency” table on the next page
provides an overview of our exposures to such rated countries as
of 31 December 2019.

CDSs are primarily bought and sold in relation to our
trading businesses, but are also used to hedge parts of our risk
exposure, including that related to certain eurozone countries.
As of 31 December 2019, and not taking into account the risk-
reducing effect of master netting agreements, we had
purchased USD 6 billion gross notional of single-name CDS
protection on issuers domiciled in Greece, Italy, Ireland,
Portugal and Spain (GIIPS) and had sold USD 7 billion gross
notional of single-name CDS protection for these same
countries. On a net basis, taking into account the risk-reducing
effect of master netting agreements, this equates to USD 1
billion notional purchased and USD 2 billion notional sold. All
gross protection purchased was from investment grade
counterparties (based on our internal ratings) and on a
collateralized basis. The vast majority of this was from financial
institutions domiciled outside the eurozone. The gross
protection purchased from counterparties domiciled in a GIIPS
country was USD 50 million, with no protection purchased
from counterparties domiciled in the same country as the
reference entity.
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Risk, treasury and capital management
Risk management and control

Exposures to eurozone countries rated lower than AAA / Aaa by at least one major rating agency

Traded products
(counterparty risk from derivatives and
securities financing)

Trading inventory
(securities and potential
benefits / remaining

Banking products after master netting agreements exposure from

USD million Total (loans, guarantees, loan commitments) and net of collateral derivatives)
Exposure

Net of before Net of of which: Exposure Net of Net long

31.12.19 hedges' hedges hedges' untunded before hedges hedges per issuer

Austria 3,183 3,148 125 124 84 446 412 2,612

“Other?
France 3,473 3,353

6,221

11,310 11,001 2,594 2,451 1,649 2,495 2,328

1 Before deduction of IFRS 9 ECL allowances and provisions. 2 Includes corporates, insurance companies and funds. 3 The majority of the Ireland exposure relates to funds and foreign bank subsidiaries.
4 Represents aggregate exposures to Andorra, Cyprus, Estonia, Latvia, Lithuania, Malta, Monaco, Montenegro, San Marino, Slovakia and Slovenia.
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Exposure from single-name credit default swaps referencing Greece, Italy, Ireland, Portugal or Spain (GIIPS)

Net position
(after application of counterparty master netting
Protection bought Protection sold agreements)
of which: counterparty of which: counterparty
domiciled in GIIPS domicile is the same as the
USD million country reference entity domicile
Buy Sell
31.12.19 Notional RV Notional RV Notional RV Notional RV notional notional PRV NRV
Greece 3 0 0 0 0 0 (8) 1 0 (5 1 0
Italy 5,585 (27) 0 0 0 0 (6,094) (22) 791 (1,300) 23 (72)
Ireland 142 @ 0 0 0 0 (27) 3 121 (6) 0 (5
Portugal 116 (2) 0 0 0 0 (146) 2 62 (91) 1 (n
Spain 462 (11) 50 0 0 0 (586) 17 173 (297) 10 @
Total 6,310 (48) 50 0 0 0 (6,862) 1 1,147 (1,699) 35 (82)

Holding CDSs for credit default protection does not
necessarily protect the buyer of protection against losses, as the
contracts will only pay out under certain scenarios. The
effectiveness of our CDS protection as a hedge of default risk is
influenced by a number of factors, including the contractual
terms under which the CDS was written. Generally, only the
occurrence of a credit event as defined by the CDS terms (which
may include, among other events, failure to pay, restructuring or
bankruptcy) results in a payment under the purchased credit
protection contracts. For CDS contracts on sovereign obligations,
repudiation can also be deemed as a default event. The
determination as to whether a credit event has occurred is made
by the relevant International Swaps and Derivatives Association
(ISDA) determination committees (comprised of various ISDA
member firms) based on the terms of the CDS and the facts and
circumstances surrounding the event.

Exposure to emerging market countries

The "Emerging market net exposure by major geographical
region and product type” table on the following page shows the
five largest emerging market country exposures in each major
geographical area by product type as of 31 December 2019
compared with 31 December 2018. Based on the sovereign
rating categories, as of 31 December 2019, 79% of our
emerging market country exposure was rated investment grade,
compared with 84% as of 31 December 2018.

Our direct net exposure to China was USD 4.7 billion, a
decrease of USD 1.6 billion compared with the prior year, mainly
in the trading book. Trading inventory, which is measured at fair
value, continues to account for the majority of our exposure to
China.

Emerging markets net exposure? by internal UBS country rating category

USD miflion 31.12.19 31.12.18
Investment grade 13,693 15,763
Sublnvestmentgrade ............................................................................................................................................................................................ 37213039
Total 17,414 18,803

1 Net of credit hedges (for banking products and for traded products); net long per issuer (for trading inventory). Before deduction of IFRS 9 ECL allowances and provisions.
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Risk, treasury and capital management
Risk management and control

Emerging market net exposures by major geographical region and product type

Banking products
(loans, guarantees, loan

Traded products
(counterparty risk from derivatives
and securities financing)
after master netting agreements

Trading inventory
(securities and potential
benefits / remaining

USD million Total commitments) and net of collateral exposure from derivatives)
Net of hedges' Net of hedges' Net of hedges Net long per issuer
31.12.19 31.12.18 31.12.19 31.12.18 31.12.19 31.12.18 31.12.19 31.12.18
Emerging America 1,512 1,505 613 820 368 262 531 422

Total 17,414 18,803 6,311 7,387

1 Before deduction of IFRS 9 ECL allowances and provisions.
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Operational risk

Key developments

The key risk themes for UBS and the financial industry overall
continue to be operational resilience, conduct and financial
crime.

Operational resilience remains a key focus for the firm. Our
regulators have recently released consultation papers and set up
working groups focused on the topic and the industry is
preparing for new regulations over the coming years. We
continually enhance our ability to maintain effective day-to-day
business activities through the anticipation of, preparation for
and response to changes in business conditions, disruption and
stress scenarios. Cybersecurity, technology, data protection,
third-party risk  management and business continuity
management are critical elements of operational resilience. Our
cybersecurity objectives are set in line with international
standards and our data protection and privacy standards are
designed to align with applicable regulations and standards. We
continue to invest in preemptive and detective measures to
defend UBS against evolving and highly sophisticated
cyberattacks. We focus on: (i) increasing readiness to identify
and respond to cyber threats and data loss; (ii) employee training
and behaviors; and (iii) application and infrastructure security
(including vulnerability management).

Global policies and improved risk-based frameworks for third-
party risk management have been developed and are being
rolled out to all regions and business divisions. UBS has not been
affected by any significant business continuity or operational
resilience event in 2019. Where local events have occurred, our
business continuity procedures have allowed us to ensure the
safety of staff and to continue our operations with minimal
disruption.

Achieving fair outcomes for our clients, upholding market
integrity and cultivating the highest standards of employee
conduct are of critical importance to the firm. Management of
conduct risks is an integral part of our operational risk
framework. We continue to focus on effectively embedding the
conduct risk framework across our activities, enhancing
management information and maintaining momentum on
fostering a strong culture. Conduct-related management
information is reviewed at the business and regional governance
level, providing metrics on employee conduct, clients and
markets. Employee conduct is a central consideration in the
annual compensation process. Our incentive schemes distinguish
clearly between quantitative performance and conduct-related
behaviors, so that achievement against financial targets is not
the only determinant of our employees’ performance
assessment. Furthermore, we continue to pursue behavioral
initiatives, such as the “Principles of Good Supervision,” and
provide mandatory compliance and risk training.

Suitability risk, product selection, cross-divisional service
offerings, quality of advice and price transparency also remain

areas of heightened focus for UBS and for the industry as a
whole, as low interest rates and major legislative change
programs, such as Fidleg in Switzerland, Regulation Best Interest
in the US, and the Markets in Financial Instruments Directive Il
(MIFID 1) in the EU, continue to significantly impact the industry
and require adjustments to control processes on a
geographically aligned basis. We regularly monitor our
suitability, product and conflicts of interest control frameworks
to assess whether they are reasonably designed to facilitate our
adherence to applicable laws and regulatory expectations.

Financial crime (including money laundering, terrorist
financing, sanctions violations, fraud, bribery and corruption)
continues to present a major risk, as technological innovation
and geopolitical developments increase the complexity of doing
business and heightened regulatory attention persists. An
effective financial crime prevention program remains essential
for the firm. Money laundering and financial fraud techniques
are becoming increasingly sophisticated, while geopolitical
volatility makes the sanctions landscape more complex. New
risks are emerging, such as virtual currencies and related
activities or investments.

The Office of the Comptroller of the Currency issued a Cease
and Desist Order against the firm in May 2018 relating to this
risk category. As a response, the firm initiated a comprehensive
program for the purpose of ensuring sustainable remediation of
US-relevant Bank Secrecy Act / anti-money laundering (AML)
issues across all US legal entities. UBS has implemented
significant improvement measures in 2019 and expects to
continue implementing these measures in 2020.

We have also been focusing on strategic enhancements in the
areas of AML, know your client (KYC) and sanctions on a global
scale to cope with the evolving risk profile and regulatory
expectations. This includes our significant investments in our
detection capabilities and core systems as part of our financial
crime prevention program. We are exploring new technologies
to combat financial crime, and implementing more sophisticated
rule-based monitoring by applying self-learning systems to
identify potentially suspicious transactions. Furthermore, we
continue to actively participate in  AML public—private
partnerships with public-sector stakeholders, including law
enforcement, to improve information sharing and better detect
financial crimes.

Cross-border risk remains an area of regulatory attention for
global financial institutions, with a strong focus on fiscal
transparency. There is evolving risk related to permanent
establishment (PE) as a result of changes to the global economy
and political pressure under which tax authorities are becoming
increasingly demanding in asserting PEs, including retrospective
application of current and future potential law concepts. The
firm is actively assessing if and what further measures are
required to respond to this recent focus area for authorities.
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Risk, treasury and capital management
Risk management and control

During 2018 and 2019, the firm performed a systematic
review of risk themes and initiated programs to drive sustainable
remediation, which have contributed to a reduction in the
overall portfolio of operational risk issues and the number of
new deficiencies being discovered. This trend indicates a more
holistic approach to identification of operational risk issues,
accountability for ownership, and focus on resolution of the
underlying root causes.

Operational risk framework

Operational risk is an inherent part of the firm’s business. Losses
can result from inadequate or failed internal processes, people
and systems, or from external causes. The operational risk
definition incorporates both conduct and compliance risks. UBS
defines a Group-wide framework that supports identifying,
managing, assessing and mitigating operational risks to achieve
an agreed balance between risk and return.

The operational risk framework establishes requirements for
managing and controlling operational risks at UBS. It is built on
the following pillars:

— classifying inherent risks through the operational risk
taxonomy, which defines the universe of material operational
risks that can arise as a consequence of the firm’s business
activities and external factors;

— assessing the design and operating effectiveness of controls
through the control assessment process;

— proactively and sustainably remediating identified control
deficiencies;

— defining operational risk appetite (including a financial
operational risk appetite statement at Group and business
division level for operational risk events) through quantitative
metrics and thresholds and qualitative measures, and
assessing risk exposure against appetite; and

— assessing inherent and residual risk through risk assessment
processes, and assessing whether additional remediation
plans are required to address identified deficiencies.

Divisional Presidents and accountable legal entity executives
are responsible for the effectiveness of operational risk
management and for the robustness of the front-to-back control
environment within their respective areas. Group function heads
are accountable for supporting the divisional Presidents and
accountable legal entity executives of our legal entities in the
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discharge of this responsibility by confirming the end-to-end
completeness and effectiveness of the control environment and
the operational risk management within their Group function.
Collectively, divisional Presidents, Group function heads and

accountable legal entity executives are in charge of
implementing the operational risk framework.
Compliance & Operational Risk Control (C&ORC) is

responsible for providing an independent and objective view of
the adequacy of operational risk management across the Group,
and for ensuring that operational risks are understood, owned
and managed in accordance with the firm's risk appetite.
C&ORC sits within the Group Compliance, Regulatory &
Governance (GCRG) function, reporting to the Group Chief
Compliance and Governance Officer, who is a member of the
Group Executive Board. C&ORC is an integrated function
covering both operational risk as well as compliance and
conduct topics. The operational risk framework forms the
common basis for managing and assessing operational risk;
however, there are additional C&ORC activities that are intended
to ensure the firm is able to demonstrate compliance with
applicable laws, rules and regulations.

In 2019, we further improved our operational risk framework,
enhancing processes for sustainably remediating control
deficiencies, risk management processes for UBS entities, and
senior management reporting tools to better embed the
framework as a key tool used by the businesses to manage their
risks day to day.

All functions within the firm are required to assess the design
and operating effectiveness of their internal controls periodically.
The output of these assessments forms the basis for the
assessment and testing of internal controls over financial
reporting as required by the Sarbanes-Oxley Act, Section 404
(SOX 404).

Key control deficiencies identified during the internal control
and risk assessment processes must be reported in the
operational risk inventory, and sustainable remediation must be
defined and executed. These control deficiencies are assigned to
owners at senior management level and the remediation
progress is reflected in the respective manager’s annual
performance measurement and management objectives. To
assist with prioritizing the most material control deficiencies and
measuring aggregated risk exposure, irrespective of origin, a
common rating methodology is applied across all three lines of
defense, as well as by external audit.
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Advanced measurement approach model

The operational risk framework detailed above underpins the
calculation of regulatory capital for operational risk, which
enables us to quantify operational risk and to define effective
risk mitigating management incentives as part of the related
operational risk capital allocation approach to the business
divisions.

We measure Group operational risk exposure and calculate
operational risk regulatory capital by using the advanced
measurement approach (AMA) in accordance with FINMA
requirements.

An entity-specific AMA model has been applied for UBS
Switzerland AG, while for other regulated entities the basic
indicators or standardized approaches are adopted for
regulatory capital in agreement with local regulators. In addition,
the methodology of the Group AMA is leveraged for entity-
specific Internal Capital Adequacy Assessment Processes.

Currently, the model includes 15 AMA units of measure
(UoM), which are aligned with our operational risk taxonomy as
closely as possible. For each of the model’s UoM, frequency and
severity distributions are calibrated. The modeled distribution
functions for both frequency and severity are then used to
generate the annual loss distribution. The resulting 99.9%
guantile of the overall annual operational risk loss distribution
across all UoM determines the required regulatory capital.
Currently, we do not reflect mitigation through insurance or any
other risk transfer mechanism in our AMA model.

AMA model calibration and review

A key assumption when calibrating the data-driven frequency
and severity distributions is that historical losses form a
reasonable proxy for future events. In line with regulatory
expectations, the AMA methodology utilizes both historical
internal losses and external losses suffered by the broader
industry for the model calibration.

Initial model outputs driven by loss history are reviewed and
adjusted to reflect fast-changing external developments such as
new regulations, geopolitical change, volatile market and
economic conditions, as well as internal factors including
changes in  business strategy and control framework
enhancements. The resulting baseline data-driven frequency and
severity distributions are reviewed by subject matter experts and
where necessary adjusted based on a review of qualitative
information about the business environment and internal control
factors as well as expert judgment with the aim of forecasting
losses.

To maintain risk sensitivity, our model is reviewed regularly
and is recalibrated at least annually. Any changes to regulatory
capital as a result of a recalibration or methodology changes are
presented to FINMA for approval prior to their utilization for
disclosure purposes.

AMA model governance

The Group and entity-specific AMA models are subject to an
independent validation performed by Model Risk Management
& Control (MRMC) in line with the Group’s model risk
management framework.

_» Refer to “Capital management objectives, planning and
activities” in the “Capital management” section of this report
for more information about the development of risk-weighted
assets

—» Refer to “Risk measurement” in this section for more
information about our approach to model confirmation
procedures

> Refer to the “Regulatory and legal developments” and “Risk
factors” sections of this report for more information
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Risk, treasury and capital management
Treasury management

Treasury management

Balance sheet, liquidity and funding management

Strategy, objectives and governance

We manage the structural risk of our balance sheet, including
interest rate risk (e.g., investment of equity, banking book
exposures from Global Wealth Management and Personal &
Corporate Banking), structural foreign exchange risk and
collateral risk, as well as the risks associated with our liquidity
and funding portfolios.

Our management of the balance sheet, liquidity and
funding positions serves the overall objective of optimizing the
value of our franchise across a broad range of market conditions
while considering current and future regulatory constraints. We
employ a number of measures to monitor these positions under
normal and stressed conditions. In particular, we use stress
scenarios to apply behavioral adjustments to our balance sheet
and calibrate the results from these internal stress models with
external measures, primarily the liquidity coverage ratio and the
net stable funding ratio. Our liquidity and funding strategy is
proposed by Group Treasury, approved by the Group Asset and
Liability Committee (the Group ALCO), which is a committee of
the Group Executive Board, and is overseen by the Risk
Committee of the Board of Directors (the BoD).

This section provides more detailed information about
regulatory requirements, our governance structure, our balance
sheet, liquidity and funding management (including our sources
of liquidity and funding), and our contingency planning and
stress testing. The balances disclosed in this section represent
year-end positions, unless indicated otherwise. Intra-period
balances fluctuate in the ordinary course of business and may
differ from year-end positions.

Group Treasury monitors and oversees the implementation
and execution of our liquidity and funding strategy and is
responsible for adherence to policies, limits, triggers and targets.
This enables close control of both our cash and collateral,
including our high-quality liquid assets, and centralizes the
Group's general access to wholesale cash markets in Group
Treasury. In addition, should a crisis require contingency funding
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measures to be invoked, Group Treasury is responsible for
coordinating liquidity generation with representatives of the
relevant business areas. Group Treasury reports on the Group’s
overall liquidity and funding position, including funding status
and concentration risks, at least monthly, to the Group ALCO
and the Risk Committee of the BoD.

Liquidity and funding limits, triggers and targets are
set at Group and, where appropriate, at legal entity and
business division levels, and are reviewed and reconfirmed at
least once a year by the BoD, the Group ALCO, the Group
Chief Financial Officer, the Group Treasurer and the business
divisions, taking into consideration current and projected
business strategy and risk tolerance. The principles underlying
our limit and target framework are designed to maximize and
sustain the value of our business franchise and maintain an
appropriate balance in the asset and liability structure.
Structural limits, triggers and targets focus on the structure
and composition of the balance sheet, while supplementary
limits, triggers and targets are designed to drive the utilization,
diversification and allocation of funding resources. To
complement and support this framework, Group Treasury
monitors the markets for early warning indicators reflecting the
current liquidity situation. These liquidity status indicators are
used at Group level to assess both the overall global and
regional situations for potential threats. Market & Treasury Risk
Control provides independent oversight over liquidity and
funding risks.

_» Refer to the “Corporate governance” section of this report for
more information

—» Refer to the “Risk management and control” section of this
report for more information
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Assets and liquidity management

Our liquidity risk management aims to maintain a sound
liquidity position to meet all our liabilities when due and to
provide adequate time and financial flexibility to respond to a
firm-specific liquidity crisis in a generally stressed market
environment, without incurring unacceptable losses or risking
sustained damage to our businesses.

Assets

Our liquid assets are managed using limits, triggers and
targets to maintain an appropriate level of diversification (issuer,
tenor and other risk characteristics) in response to any
anticipated or unanticipated volatility in funding availability or
requirements caused by adverse market, operational or other
firm-specific events. The liquid asset portfolio size is managed to
operate within the risk appetite of the Board of Directors and
relevant Group and subsidiary liquidity requirements.

As of % change from

UsD billion

31.12.18 31.12.18

_Cash and balances at central banks

Non-financial assets and financial assets for unit-linked investment contracts

Total assets

1 Consists of loans and advances to banks and customers. 2 Consists of financial assets at fair value held for trading. 3 Consists of financial assets at fair value not held for trading, financial assets measured at
fair value through other comprehensive income and other financial assets measured at amortized cost, but excludes financial assets for unit-linked investment contracts.

Balance sheet assets

Group

As of 31 December 2019, balance sheet assets totaled USD 972
billion, an increase of USD 14 billion from 31 December 2018,
driven mainly by increases in trading portfolio assets as well as in
non-financial assets and financial assets for unit-linked
investment contracts. These effects were partly offset by
decreases in securities financing transactions at amortized cost,
in other financial assets measured at amortized cost and fair
value, as well as in derivatives and cash collateral receivables on
derivative instruments.

Total assets excluding derivatives and cash collateral
receivables on derivative instruments increased by USD 18 billion
to USD 827 billion as of 31 December 2019. Excluding currency
effects, total assets excluding derivatives and cash collateral
receivables on derivative instruments increased by USD 13
billion.

Trading portfolio assets increased by USD 23 billion, mainly in
our Equities business in the Investment Bank, largely reflecting
market-driven movements and increased hedging requirements
resulting from client activity.

Non-financial assets and financial assets for unit-linked
investment contracts increased by USD 9 billion, mainly driven by
an increase of USD 6 billion in assets held to hedge unit-linked
investment contracts in Asset Management, with a related
increase in the associated liabilities, reflecting mainly market-
driven movements and net new money inflows. In addition, the
adoption of IFRS 16 resulted in a USD 3 billion increase following
the recognition of right-of-use assets as of 1 January 2019.

Receivables from securities financing transactions at
amortized cost decreased by USD 11 billion, driven by increased
funding consumption by the business divisions and lower
collateral sourcing requirements.

Other financial assets at amortized cost and fair value
decreased by USD 5 billion, mainly as a result of movements
within our high-quality liquid assets (HQLA) portfolio from debt
securities to cash and balances at central banks.

Derivatives and cash collateral receivables on derivative
instruments decreased by USD 5 billion, mainly driven by lower
client activity levels in Global Wealth Management and in our
Equities business in the Investment Bank. This was partly offset
by an increase in our Foreign Exchange, Rates and Credit
business in the Investment Bank, mainly reflecting market-driven
movements.

—» Refer to the “Consolidated financial statements” section of this

report for more information

For the purpose of this Supplement, this page is referred to as page 204 157

oo
c
9]
=
9]
(o))
©
c
©
IS

©

=
o
©
]
ae)
c
©
>
-
=]
%)
©
9]
o
=
~
o
o



Risk, treasury and capital management
Treasury management

Changes in Corporate Center cost and resource allocation to
business divisions
Effective 1 January 2019, UBS has increased the allocation of
balance sheet resources from Corporate Center to the business
divisions. Prior-period information has been restated. As of
31 December 2018, the restatement resulted in an increase of
total assets in Global Wealth Management of USD 114 billion, in
Personal & Corporate Banking of USD 62 billion, in Asset
Management of USD 4 billion and in the Investment Bank of
USD 44 billion, with a corresponding decrease of assets in
Corporate Center of USD 223 billion.
These changes had no effect on the reported results or
financial position of the Group.
— Refer to “Note 2 Segment reporting” in the “Consolidated
financial statements” section of this report for more
information

Investment Bank

Investment Bank total assets increased by USD 14 billion to
USD 316 billion, driven by a USD 23 billion increase in trading
portfolio assets, largely reflecting market-driven movements and
increased hedging requirements resulting from client activity.
This increase was partly offset by an USD 8 billion decrease in
HQLA requirements.

Global Wealth Management

Global Wealth Management total assets decreased by USD 4
billion to USD 310 billion, mainly reflecting a USD 7 billion
decrease in HQLA requirements. This was partly offset by an
increase of USD 3 billion in lending assets, as a result of higher
mortgage and Lombard loans.

Personal & Corporate Banking

Personal & Corporate Banking total assets increased by USD 9
billion to USD 209 billion, mainly driven by a USD 5 billion
increase in HQLA requirements, as well as an increase of USD 3
billion in lending assets, reflecting currency effects and increases
in mortgage loans.
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Asset Management

Asset Management total assets increased by USD 6 billion to
USD 35 billion, reflecting an increase in financial assets for unit-
linked investment contracts mainly due to market-driven
movements and net new money inflows, with an increase in the
corresponding liabilities.

Corporate Center

Corporate Center total assets decreased by USD 11 billion to
USD 103 billion, primarily reflecting a reduction in Group
Treasury to fund the redemption of short-term borrowings.

High-quality liquid assets
High-quality liquid assets (HQLA) are low-risk unencumbered
assets under the control of Group Treasury that are easily and
immediately convertible into cash at little or no loss of value, in
order to meet liquidity needs. Our HQLA predominantly consist
of assets that qualify as Level 1 in the liquidity coverage ratio
(LCR) framework, including cash, central bank reserves and
government bonds. Group HQLA are held by UBS AG and its
subsidiaries, and may include amounts that are available to meet
funding and collateral needs in certain jurisdictions, but are not
readily available for use by the Group as a whole. These
limitations are typically the result of local regulatory
requirements, including local LCR and large exposure
requirements. Funds that are effectively restricted are excluded
from the calculation of Group HQLA to the extent they exceed
the outflow assumptions for the subsidiary that holds the
relevant HQLA. On this basis, USD 28 billion of assets were
excluded from our daily average Group HQLA for the fourth
quarter of 2019. Amounts held in excess of local liquidity
requirements that are not subject to other restrictions are
generally available for transfer within the Group.

The total weighted liquidity value of HQLA decreased by
USD 7 billion to USD 166 billion.
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Liquidity coverage ratio

The LCR measures the short-term resilience of a bank’s liquidity
profile by comparing whether sufficient HQLA are available to
survive expected net cash outflows from a significant liquidity
stress scenario, as defined by the relevant regulator.

The Basel Committee on Banking Supervision standards
require an LCR of at least 100%. UBS is required to maintain a
minimum total Group LCR of 110% as communicated by the
Swiss Financial Market Supervisory Authority (FINMA), as well as
a Swiss franc LCR of 100%. In addition, both UBS AG and UBS
Switzerland AG are subject to minimum LCR requirements on a
standalone basis. In a period of financial stress, FINMA may
allow banks to use their HQLA and let their LCR temporarily fall
below the minimum threshold. We monitor the LCR in all
significant currencies in order to manage any currency
mismatches between HQLA and the net expected cash outflows
in times of stress.

Liquidity coverage ratio

Our daily average LCR for the fourth quarter of 2019 was
134%, compared with 136% in the fourth quarter of 2018,
remaining above the 110% Group LCR minimum communicated
by FINMA.

The decrease in the LCR mainly reflected reduced HQLA,
primarily driven by higher funding consumption by the business
divisions and reductions in issued debt that were partly offset by
higher deposit balances and a reduction in assets subject to
transfer restrictions in the European entities. In addition, net
cash outflows decreased, mainly driven by a net reduction of
securities financing transactions, partly offset by higher outflows
caused by increased customer deposits.

> Refer to the 31 December 2019 Pillar 3 report, available under

“Pillar 3 disclosures” at www.ubs.com/investors, for more
information about the LCR

_» Refer to the “Significant regulated subsidiary and sub-group

information” section of this report for more information about
the LCR of UBS AG and UBS Switzerland AG

USD billion, except where indicated Average 4Q19' Average 4Q18!
High-quality liquid assets?

Cash balances® 100 96
Securities (on- and off-balance sheet) 66 78
Total high-quality liquid assets* 166 173

Cash outflows®

Retail deposits and deposits from small business customers

Other cash outflows

Total cash outflows

Cash inflows3

Secured lending

Other cash inflows 13 10
Total cash inflows 123 119
Liquidity coverage ratio

High-quality liquid assets 166 173
L Ly ——
Liquidity coverage ratio (%) 134 136

1 Calculated based on an average of 64 data points in the fourth quarter of 2019 and 64 data points in the fourth quarter of 2018. 2 Calculated after the application of haircuts. 3 Includes cash and balances at
central banks and other eligible balances as prescribed by FINMA. 4 Calculated in accordance with FINMA requirements. 5 Calculated after the application of inflow and outflow rates.
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Risk, treasury and capital management
Treasury management

Asset encumbrance

The table on the next page provides a breakdown of on- and
off-balance sheet assets between encumbered assets,
unencumbered assets and assets that cannot be pledged as
collateral.

Assets are presented as Encumbered if they have been
pledged as collateral against an existing liability or if they are
otherwise not available for the purpose of securing additional
funding. Included within the latter category are assets protected
under client asset segregation rules, financial assets for unit-
linked investment contracts, assets held in certain jurisdictions to
comply with explicit minimum local asset maintenance
requirements and assets held in consolidated bankruptcy remote
entities, such as certain investment funds and other structured
entities.

— Refer to “Note 26 Restricted and transferred financial assets” in

the “Consolidated financial statements” section of this report
for more information
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Assets that cannot be pledged as collateral represent those
assets that are not encumbered but by their nature are not
considered available to secure funding or to meet collateral
needs. These mainly include collateral trading assets, derivative
financial assets, cash collateral receivables on derivative
instruments, deferred tax assets, goodwill and intangible assets
and other assets.

All other assets are presented as Unencumbered. Assets that
are considered to be readily available to secure funding on a
Group and/or legal entity level are shown separately and consist
of cash and securities readily realizable in the normal course of
business. These include our HQLA and unencumbered positions
in our trading portfolio. Unencumbered assets that are
considered to be available to secure funding on a legal entity
level may be subject to restrictions that limit the total amount of
assets that is available to the Group as a whole. Other
unencumbered assets, which are not considered readily available
to secure funding on a Group and/or legal entity level, primarily
consist of loans and amounts due from banks.
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Asset encumbrance as of 31 December 2019

Encumbered Unencumbered
Cash and
Assets securities
otherwise available to
restricted and secure funding Assets that
Assets  not available on a Group Other  cannot be
pledged to secure and/or legal realizable  pledged as  Total Group
UsD million as collateral funding entity level assets collateral assets (IFRS)
On-balance sheet assets
Cash and balances at central banks 107,068 107,068

Other financial assets measured at amortized cost 1,212 377 12,863 1,444 7,085 22,980
Total financial assets measured at amortized cost 19,611 7,114 119,931 314,066 116,092 576,815
Financial assets at fair value held for trading 56,415! 242 68,886 1,971 127,514

of which:. trading assets — treasury bills / bonds 2,700 4 8760 11,464

Derivative financial instruments 121,841 121,841
Brokerage receivables 18,007 18,007
..... e 2 7 A 1- 724

of which: prime brokerage 13,131
Financial assets at fair value not held for trading 188 29,676 34,401 13,082 6,598
Total financial assets measured at fair value through profit or loss 56,604 29,917 103,286 15,053 146,446
Financial assets measured at fair value through other comprehensive income 176 6,169

Investments i ' 1,051

Other non-financial assets 2 4,597 3,256
Total non-financial assets 2 4,597 13,855 19,262 37,717
Total on-balance sheet 76,215 37,210 233,984 342,974 281,801 972,183
Encumbered Unencumbered
Cash and
Assets securities
otherwise available to
restricted and secure funding Assets that
Assets  not available on a Group Other  cannot be
pledged to secure and/or legal realizable  pledged as  Total Group
UsD million as collateral funding entity level assets collateral assets (IFRS)
Off-balance sheet assets
Fair value of securities accepted as collateral 350,477 112,040 6,206 475,726

of which: money market paper as collateral

3,502

of which. other 18 6,206
Total on- and off-balance sheet assets as of 31 December 2019 426,691 44,213 346,024 349,180 281,801
of which. high-quality liquid assets 178,641

1 Includes USD 41,285 million of assets pledged as collateral that may be sold or repledged by counterparties.
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Risk, treasury and capital management
Treasury management

Asset encumbrance as of 31 December 2018

Encumbered Unencumbered
Cash and
Assets securities
otherwise available to
restricted and secure funding Assets that
Assets  not available on a Group Other  cannot be
pledged to secure and/or legal realizable  pledged as  Total Group
USD million as collateral funding entity level assets collateral assets (IFRS)
On-balance sheet assets
Cash and balances at central banks 108,370 108,370

ssets measured at amortized cost

Total financial assets measured at amortized cost

121,816

Financial assets at fair value held for trading

53,924

104,370

of which:. trading assets — treasury bills / bonds

Derivative financial instruments

17,161

126,210

126,210

Brokerage receivables

16,840

16,840

ofwl er brokerage

84

457

ir value not held for trading

23,514

39,186 9,826

10163 82,690

Total financial assets measured at fair value through profit or loss 43,292 27,104 93,110 13,392 153,213 330,110
Financial assets measured at fair value through other comprehensive income 17 6,495 6,667
Investments in associates 1,099 1,099

Other non-financial assets 6 4,298 7,410
Total non-financial assets 6 4,298 10,447 34,608
Total on-balance sheet 62,096 36,758 225,719 330,940 302,976 958,489
Encumbered Unencumbered
Cash and
Assets securities
otherwise available to
restricted and secure funding Assets that
Assets  not available on a Group Other  cannot be
pledged to secure and/or legal realizable  pledged as  Total Group
UsD million as collateral funding entity level assets collateral assets (IFRS)
Off-balance sheet assets
Fair value of securities accepted as collateral 356,745 14,954 109,310 2,678 483,688

of which: money market paper as collateral

of which. other

Total on- and off-balance sheet assets as of 31 December 2018 418,841 51,712

335,029 333,618

302,976

of which: high-quality liquid assets

184,361

1 Includes USD 32,121 million of assets pledged as collateral that may be sold or repledged by counterparties.
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Assets available to secure funding on a Group and/or legal entity level by currency

USD million 31.12.19 31.12.18
Swiss franc 79,819 79,595
L 146 L 131838
L 32801 ......................... ; 6874
L 8680386720
Total 346,024 335,029

Stress testing

We perform stress testing to determine the optimal asset
and liability structure that allows us to maintain an appropriately
balanced liquidity and funding position under various scenarios.
Liquidity crisis scenario analysis and contingency funding
planning support the liquidity management process and aim to
ensure that immediate corrective measures to absorb potential
sudden liquidity shortfalls can be put into effect.

We model our liquidity exposures under two main potential
scenarios that encompass stressed market conditions, including
considering the possible effect on our access to markets from
stress events affecting all parts of our business. These models
and their assumptions are reviewed regularly to incorporate the
latest business and market developments. We continuously
refine the assumptions used to maintain a robust, actionable
and tested contingency plan.

— Refer to “Risk measurement” in the “Risk management and

control” section of this report for more information about stress
testing

Stressed scenario

As a liquidity crisis could have a myriad of causes, the stressed
scenario encompasses potential stress effects across all markets,
currencies and products, but it is typically not firm-specific. In
addition to the loss of the ability to replace maturing wholesale
funding, it assumes a gradual decline of otherwise stable client
deposits and liquidity outflows corresponding to a two-notch
downgrade in our long-term credit rating, and a corresponding
downgrade in our short-term rating.

We use a cash capital model that incorporates the stress
scenario and measures the amount of long-term funding
available to fund illiquid assets. The illiquid portion of an asset is
the difference between the carrying amount of the asset and its
effective cash value when used as collateral in a secured funding
transaction. Long-term funding used as cash capital to support
illiquid assets is comprised of unsecured funding with a
remaining time to maturity of at least one year, shareholders’

equity and core deposits, which are the portion of our customer
deposits that are deemed to have a behavioral maturity of at
least one year.

Combined scenario

The combined scenario represents an extreme stress event that
combines a firm-specific crisis with market disruption. This
scenario assumes: (i) substantial outflows on otherwise stable
client deposits, mainly due on demand; (ii) inability to renew or
replace maturing unsecured wholesale funding; (i) unusually
large drawdowns on loan commitments; (iv) reduced capacity to
generate liquidity from trading assets; (v) liquidity outflows
corresponding to a three-notch downgrade in our long-term
credit rating, and a corresponding downgrade in our short-term
rating; (vi) triggering contractual obligations to unwind
derivative positions or to deliver additional collateral; and
(vii) additional  collateral  requirements due to adverse
movements in the market values of derivatives. The combined
scenario is run daily to project potential cash outflows under it
and is assessed as part of ongoing risk management activities.

Contingency Funding Plan

Our Group Contingency Funding Plan is an integral part
of our global crisis management framework, which covers
various types of crisis events. This Contingency Funding Plan
contains an assessment of contingent funding sources in a
stressed environment, liquidity status indicators and metrics, and
contingency procedures. Our funding diversification and global
scope help protect our liquidity position in the event of a crisis.
We regularly assess and test all material known and expected
cash flows, as well as the level and availability of high-grade
collateral that could be used to raise additional funding if
required. Our contingent funding sources include our HQLA
portfolios, available and unutilized liquidity facilities at several
major central banks, contingent reductions of liquid trading
portfolio assets and other available management actions.
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Risk, treasury and capital management
Treasury management

Liabilities and funding management

Group Treasury regularly monitors our funding status,
including concentration risks, aiming to ensure that we
maintain a well-balanced and diversified liability structure.
Our funding risk management aims for the optimal asset and
liability structure to finance our businesses reliably and cost-
efficiently, and our funding activities are planned by
analyzing the overall liquidity and funding profile of our
balance sheet, taking into account the amount of stable
funding that would be needed to support ongoing business
activities through periods of difficult market conditions.

The funding strategy of UBS Group AG is set annually in the
Funding Plan and is reviewed on a quarterly basis under its
Funding Management Policy governance framework. The
Funding Plan is developed by Group Treasury and approved by
the Group ALCO. In the execution of the Funding Plan, Group
Treasury considers factors such as currency, market and tenor
diversification. For specific product types, the operational
execution of funding transactions defined in the Funding Plan is
delegated to the business divisions (e.g., structured notes to the
Investment Bank). Nevertheless, Group Treasury retains overall
responsibility and oversight over all product types.

Group Treasury proposes, sets and oversees limits, triggers
and targets for funding generation including concentration
limits, weighted average maturity floors and volume. Funding
diversification is monitored continuously, with a focus on
product type, single-counterparty exposure (as a percentage of
the total), maturity profile, as well as the overall contribution of
a particular funding source to the liability mix.

Our business activities generate asset and liability portfolios
that are highly diversified with respect to market, product, tenor
and currency. This reduces our exposure to individual funding
sources, provides a broad range of investment opportunities and
reduces liquidity risk.

Global Wealth Management and Personal & Corporate
Banking provide significant, cost-efficient and reliable sources of
funding. These include core deposits and Swiss covered bonds,
which use (as a pledge) a portion of our portfolio of Swiss
residential mortgages as collateral to generate long-term
funding. In addition, we have several short-, medium- and long-
term funding programs under which we issue senior unsecured
debt and structured notes, as well as short-term debt. These
programs enable institutional and private investors who are
active in the markets of Europe, the US and Asia Pacific to
customize their investments in UBS's debt. Collectively, these
broad product offerings and funding sources, together with the
global scope of our business activities, support our funding
stability.

Balance sheet liabilities

Total liabilities increased by USD 12 billion to USD 917 billion as
of 31 December 2019, driven mainly by increases in customer
deposits, in non-financial liabilities and in financial liabilities
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related to unit-linked investment contracts, as well as in long-
term debt issued. These effects were partly offset by decreases
in short-term borrowings and in securities financing transactions
at amortized cost. Total liabilities excluding derivatives and cash
collateral payables on derivative instruments increased by
USD 14 billion to USD 765 billion as of 31 December 2019.
Excluding currency effects, total liabilities excluding derivatives
and cash collateral payables on derivative instruments increased
by USD 12 billion.

Customer deposits increased by USD 28 billion, mainly in
Switzerland and Asia Pacific. As of 31 December 2019, our ratio
of customer deposits to outstanding loan balances was 137%
(31 December 2018: 131%).

Non-financial liabilities and financial liabilities related to unit-
linked investment contracts increased by USD 6 billion, driven by
an increase in unit-linked investment contracts, with a
corresponding increase in associated assets.

Long-term debt issued increased by USD 5 billion. This was
the result of a USD 10 billion increase in debt issued designated
at fair value, mainly reflecting market-driven movements, partly
offset by a USD 5 billion decrease in long-term debt held at
amortized cost. The aforementioned decrease was primarily as a
result of the maturing and early redemption of USD 9.7 billion
equivalent of senior unsecured debt and the maturing of
UsD 1.1 hillion equivalent of covered bonds. The
aforementioned instances of maturities were partly offset by the
issuance of USD 3.8 billion equivalent of US dollar-, Swiss franc-,
Australian dollar- and Singapore dollar-denominated high-
trigger loss-absorbing additional tier 1 (AT1) capital instruments
and the issuance of USD 1.9 billion equivalent of Swiss franc-
and US dollar-denominated senior unsecured debt that
contributes to our total loss-absorbing capacity (TLAC).

During the financial year 2020, USD 1.8 billion equivalent of
TLAC-eligible benchmark instruments will mature and USD 1.3
billion equivalent of AT1 capital was called in February 2020.
UBS is already compliant with its 2020 going and gone concern
capital requirements and expects to act rationally and
opportunistically with respect to refinancing of any callable
capital instruments as well as any potential incremental
issuances.

Short-term borrowings decreased by USD 22 billion, mainly
reflecting net maturities of commercial papers and certificates of
deposit.

Derivatives and cash collateral payables on derivative
instruments decreased by USD 2 billion, in line with the
aforementioned increase in derivative assets and cash collateral
receivables.

—> Refer to the document titled “UBS Group AG consolidated
capital instruments and TLAC-eligible senior unsecured debt,”
available under “Bondholder information” at
www.ubs.com/investors, for more information

— Refer to the “Consolidated financial statements” section of this
report for more information
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Liabilities and equity

As of % change from
USD billion 31.12.19 31.12.18 31.12.18
Short-term borrowings' 28.4 50.0 (43)
Securities financing transactions at amortized cost 7.8 10.3 (24)
Customer deposits 448.3 419.8 7
Long-term debt issued? 155.5 150.3 3
Trading portfolio® 30.6 289 6
Derivatives and cash collateral payables on derivative instruments 152.3 154.6 (2)
Brokerage payables 37.2 384 (3)
Other financial liabilities measured at amortized cost and fair value® 17.5 18.8 (7)
Non-financial liabilities and financial liabilities related to unit-linked investment contracts 39.9 34.2 17
Total liabilities 917.5 905.4 1
Share capital 0.3 03 0
Share premium 18.1 20.8 (13)
Treasury shares (3.3) (2.6) 26
Retained earnings 34.2 304 12
Other comprehensive income® 5.3 3.9 35
Total equity attributable to shareholders 54.5 52.9 3
Equity attributable to non-controlling interests 0.2 0.2 (1)
Total equity 54.7 53.1 3
Total liabilities and equity 972.2 958.5 1

1 Consists of short-term debt issued measured at amortized cost and amounts due to banks. 2 Consists of long-term debt issued measured at amortized cost and debt issued designated at fair value. The
classification of debt issued into short-term and long-term does not consider any early redemption features. Long-term debt issued also includes debt with a remaining time to maturity of less than one year.
3 Consists of financial liabilities at fair value held for trading. 4 Consists of financial liabilities at fair value not held for trading, financial liabilities measured at fair value through other comprehensive income and
other financial liabilities measured at amortized cost, but excludes financial liabilities related to unit-linked investment contracts. 5 Excludes defined benefit plans and own credit that are recorded directly in
Retained earnings.
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Asset funding

USD billion, except where indicated
Asof31.12.19

120 Cash and balances at central banks B Short-term borrowings i 28
Loans and advances to banks _ -7 8
-7 31
=T Brokerage payables 37
_ - -
- U Demand deposits 176 448
84 Securities financing transactions USD 76 billion
collateral
surplus
128 5
Retail savings/deposits 169
18 Brokerage receivables
327 Loans and advances to customers "
=
<]
-3
Q
5 62
Time deposits
137% coverage g ®
USD 121 billion surplus %
3 Fiduciary deposits 41
Debt issued designated at fair value 67 156
ES
8 2 Debt issued measured at amortized cost 89
o
ca
175 53

Total equity

Assets Liabilities and equity

1 Long-term debt issued also includes debt with a remaining time to maturity of less than one year.
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Risk, treasury and capital management
Treasury management

Liabilities by product and currency

USD billion As a percentage of total liabilities
All currencies usD CHF EUR Other All currencies
31.12.19 31.12.18  31.12.19 31.12.18  31.12.19 31.12.18  31.12.19 31.12.18  31.12.19 31.12.18  31.12.19 31.12.18
Short-term borrowings 28.4 50.0 1.6 3.1 0.3 0.3 0.6 1.3 0.7 0.8 3.1 5.5

of which: debt issued through the
Swiss central mortgage instituti

of which: debt issued measured at
. fair value 66.8 57.0 48 4.2 05 0.4 0.8 0.7 12 0.9 7.3 6.2

Non-financial liabilities and financial
liabilities related to unit-linked
investment contracts 39.9 34.2 0.6 0.6 0.2 0.2 0.1 0.2 3.4 2.7 4.4 3.7

Total liabilities 917.5 9054 49.0 49.9 24.1 22.5 12.7 13.9 14.2 13.7 100.0  100.0

1 Short-term debt issued is comprised of certificates of deposit, commercial paper, acceptances and promissory notes, and other money market paper. 2 Consists of long-term debt issued measured at amortized
cost and debt issued designated at fair value. The classification of debt issued into short-term and long-term does not consider any early redemption features. Long-term debt issued also includes debt with a
remaining time to maturity of less than one year. 3 Consists of financial liabilities at fair value not held for trading, financial liabilities measured at fair value through other comprehensive income and other
financial liabilities measured at amortized cost, but excludes financial liabilities related to unit-linked investment contracts.
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Net stable funding ratio

The net stable funding ratio (NSFR) framework is intended to
limit overreliance on short-term wholesale funding, to
encourage a better assessment of funding risk across all on- and
off-balance sheet items and to promote funding stability. The
NSFR has two components: available stable funding (ASF) and
required stable funding (RSF). ASF is the portion of capital and
liabilities expected to be available over the period of one year.
RSF is a measure of the stable funding requirement of an asset
based on its maturity, encumbrance and other characteristics, as
well as the potential for contingent calls on funding liquidity
from off-balance sheet exposures. The Basel Committee on
Banking Supervision (BCBS) NSFR regulatory framework requires
a ratio of at least 100% from 2018.

We report our estimated pro forma NSFR based on current
guidance from FINMA and will adjust our NSFR reporting
according to the final implementation of the BCBS NSFR
disclosure standards in Switzerland. The calculation of our pro
forma NSFR includes interpretation and estimates of the effect
of the NSFR rules. It will continue to be refined when NSFR rule-
making is completed in Switzerland, as regulatory
interpretations evolve and as new models and associated
systems are enhanced. After delaying the introduction of the
NSFR framework in Switzerland for the past two years in order
to align with developments in the EU and the US, the Swiss
Federal Council has decided to adopt the associated ordinance
amendments in early summer 2020, and to bring them into
force by mid-2021. The Federal Department of Finance has
been mandated to finalize the necessary regulatory texts jointly
with relevant stakeholders, including those from industry, in the
upcoming months.

As of 31 December 2019, our estimated pro forma NSFR was
111%, an increase of 1 percentage point compared with
31 December 2018. This mainly reflected a USD 19 billion
increase in available stable funding, mainly driven by an increase
in deposits. This effect was largely offset by a USD 16 billion
increase in required stable funding, mainly due to an increase in
trading assets and calculation refinements.

Pro forma net stable funding ratio

Internal funding and funds transfer pricing
We utilize an integrated liquidity and funding framework to
govern the liquidity management of all our branches and
subsidiaries, and our major sources of liquidity are channeled
through entities that are fully consolidated. Group Treasury
meets internal demands for funding by channeling funds from
entities generating surplus cash to those in need of financing,
except in those circumstances where transfer restrictions exist.
Funding costs and benefits are allocated to our business
divisions according to our liquidity and funding risk management
framework. Our internal funds transfer pricing system, which is
governed by Group Treasury, is designed to provide the proper
liability structure to support the assets and planned activities of
each business division. The funds transfer pricing mechanisms
aim to allocate funding and liquidity costs to the activities
generating the liquidity and funding risks, and deals with the
movement of funds from those businesses in surplus to those
that have a shortfall. Funding is internally transferred or
allocated among businesses at rates and tenors that reflect each
business’s asset composition, liquidity and reliable external
funding, and is, for major subsidiaries, entity-specific. We
regularly review our internal funds transfer pricing mechanisms
and make enhancements where appropriate to help better
accomplish our liquidity and funding management objectives.

Credit ratings

Credit ratings can affect the cost and availability of funding,
especially funding from wholesale unsecured sources. Our credit
ratings can also influence the performance of some of our
businesses and the levels of client and counterparty confidence.
Rating agencies take into account a range of factors when
assessing creditworthiness and setting credit ratings. These
include the company’s strategy, its business position and
franchise value, stability and quality of earnings, capital
adequacy, risk profile and management, liquidity management,
diversification of funding sources, asset quality and corporate
governance. Credit ratings reflect the opinions of the rating
agencies and can change at any time.

In evaluating our liquidity and funding requirements, we
consider the potential effect of a reduction in UBS's long-term
credit ratings and a corresponding reduction in short-term
ratings.

USD billion, except where indlicated 31.12.19 31.12.18
Available stable funding 488 469
Required stable funding 442 426

Pro forma net stable funding ratio (%)
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Risk, treasury and capital management
Treasury management

If our credit ratings were to be downgraded, rating trigger
clauses could result in an immediate cash settlement or the need
to deliver additional collateral to counterparties from contractual
obligations related to over-the-counter (OTC) derivative positions
and other obligations. Based on our credit ratings as of
31 December 2019, USD 0.0 billion, USD 0.5 billion and USD 0.9
billion would have been required for such contractual
obligations in the event of a one-notch, two-notch and three-
notch reduction in long-term credit ratings, respectively. Of
these, the portion related to additional collateral is USD 0.0
billion, USD 0.3 billion and USD 0.6 billion, respectively.

There was one main rating action on UBS Group AG's and
UBS AG's solicited credit ratings in 2019. On 21 November
2019, Rating and Investment Information (R&I) upgraded UBS
Group AG's issuer rating to A+ from A, while revising its outlook
from positive to stable.

> Refer to “Liquidity and funding management are critical to

UBS'’s ongoing performance” in the “Risk factors” section of this
report for more information

Equity
Equity attributable to shareholders increased by USD 1,605
million to USD 54,533 million as of 31 December 2019.

Total comprehensive income attributable to shareholders was
positive USD 5,089 million, reflecting net profit of USD 4,304
million and positive other comprehensive income (OCI) of
USD 785 million. OCI consisted of positive cash flow hedge OCI
of USD 1,143 million, positive OCI related to financial assets
measured at fair value through OCI of USD 117 million and
positive foreign currency translation OCI of USD 104 million,
partly offset by negative OClI related to own credit of USD 392
million and negative defined benefit plan OCI of USD 186
million.

Share premium decreased by USD 2,779 million, mainly due
to the dividend distribution of USD 2,544 million to shareholders
out of the capital contribution reserve of UBS Group AG and a
reduction of USD 886 million from the delivery of treasury shares
under share-based compensation plans, partly offset by an
increase of USD 619 million due to the amortization of deferred
equity compensation awards in the income statement.

Net treasury share activity decreased equity attributable to
shareholders by USD 695 million, mainly as a result of share
repurchases of USD 806 million in 2019 under our share
repurchase program, partly offset by the net disposal of treasury
shares related to employee share-based compensation awards.

The effect of adopting IFRIC 23, Uncertainty over Income Tax
Treatments, decreased equity attributable to shareholders by
uUsD 11 million.
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Equity attributable to non-controlling interests decreased by
USD 2 million to USD 174 million.

—» Refer to the “Group performance” and “Consolidated financial
statements” sections of this report for more information

—» Refer to “UBS shares” in the “Capital management” section of
this report for more information about the share repurchase
program

— Refer to “Note 1b Changes in accounting policies, comparability
and other adjustments” in the “Consolidated financial
statements” section of this report for more information about
the adoption of IFRIC 23

Maturity analysis of assets and liabilities

The tables on the following pages provide an analysis of on- and
off-balance sheet assets and liabilities by residual contractual
maturity as of the balance sheet date. The contractual maturity
of liabilities is based on carrying amounts and the earliest date
on which we could be required to pay. The contractual maturity
of assets is based on carrying amounts and includes the effect of
callable features. The presentation of liabilities at carrying
amount in this table differs from “Note 27 Maturity analysis of
financial liabilities” in the “Consolidated financial statements”
section of this report, where these liabilities are presented on an

undiscounted basis, as required by International Financial
Reporting Standards.
Derivative financial instruments and financial assets and

liabilities at fair value held for trading are assigned to the column
Due within 1T month, noting that the respective contractual
maturities may extend over significantly longer periods.

Assets held to hedge unit-linked investment contracts
(presented within Financial assets at fair value not held for
trading) are assigned to the column Due within 1 month,
consistent with the maturity assigned to the related amounts
due under unit-linked investment contracts (presented within
Other financial liabilities designated at fair value).

Other financial assets and liabilities with no contractual
maturity, such as equity securities, are included in the Perpetual /
Not applicable time bucket. Undated or perpetual instruments
are classified based on the contractual notice period that the
counterparty of the instrument is entitled to give. Where there is
no contractual notice period, undated or perpetual contracts are
included in the Perpetual / Not applicable time bucket.

Non-financial assets and liabilities with no contractual
maturity are generally included in the Perpetual / Not applicable
time bucket.

Loan commitments are classified on the basis of the earliest
date they can be drawn down.

For the purpose of this Supplement, this page is referred to as page 215



Maturity analysis of assets and liabilities

Due Due Due Due Due Due
Due  between between between between between  between Perpetual /
within -~ 1and3 3and6 6and9 9and12 1and2  2and5 Due over Not
USD billion Tmonth  months  months  months  months years years  5years applicable Total
Assets
Cash and balances at central banks 107.0 0.1 107.1

Loans

Other financial assets measured at amortized cost 5.1 0.6 0.4 0.7 0.6 1.9 5.9 7.8 23.0
Total financial assets measured at amortized cost 322.6 54.8 18.9 13.2 10.7 29.7 66.8 60.0 576.8
Financial assets at fair value held for trading 127.5 127.5

Financial assets at fair value not held for trading 36.6 4.8 5.2 2.8 4.7 15.2 11.4 1.9 1.3 83.9
Total financial assets measured at fair value through
profit or loss 303.9 4.8 5.2 2.8 4.7 15.2 1.4 1.9 13 3513
Financial assets measured at fair value through other
comprehensive income 0.2 0.1 03 0.2 03 0.4 0.2 4.7 0.0 6.3
Investments in associates 1.1 1.1

Other non-financial assets 6.6 1.3 0.0 7.9
Total assets as of 31 December 2019 633.4 59.8 24.4 16.2 15.7 453 79.6 66.6 31.2 972.2
Total assets as of 31 December 2018 626.5 63.0 24.2 17.0 18.9 374 80.6 62.2 28.6 958.5
Liabilities

Amounts due to banks 5.3 0.3 0.1 0.2 0.1 0.3 0.2 0.0 6.6

Other financial liabilities measured at amortized cost 5.8 0.1 0.1 0.1 0.1 0.5 1.2 1.8 9.7
Total financial liabilities measured at amortized cost 477.2 21.0 18.6 9.9 8.6 11.7 30.9 22.1 143 614.3
Financial liabilities at fair value held for trading 30.6 30.6

Other financial liabilities designated at fair value
Total financial liabilities measured at fair value through

profit or loss 243.2 17.7 4.1 4.4 2.1 10.3 2.3 7.3 291.5
Provisions 3.0 3.0
i L g i
Total liabilities as of 31 December 2019 727.1 41.2 22.7 14.3 10.7 22.0 333 29.4 16.8 917.5
Total liabilities as of 31 December 2018 699.7 41.4 28.6 17.6 1.7 23.6 37.7 327 12.5 905.4

Guarantees, commitments and forward starting transactions
Loan commitments 33.1 0.5 0.2 0.1 0.0 0.0 0.0 33.9

Guarantees 19.1 19.1

Securities borr agreements
Total as of 31 December 2019 74.1 0.5 0.2 0.1 0.0 0.0 0.0 0.0 74.9
Total as of 31 December 2018 63.0 0.3 0.2 0.1 0.2 0.0 0.0 0.0 63.6
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Risk, treasury and capital management
Treasury management

Off-balance sheet

Off-balance sheet arrangements

In the normal course of business, we enter into transactions
where, in accordance with International Financial Reporting
Standards, the maximum contractual exposure may not be
recognized in whole or in part on our balance sheet. These
transactions include derivative instruments, guarantees and
similar arrangements, as well as some purchased and retained
interests in non-consolidated structured entities, which are
transacted for a number of reasons, including hedging and
market-making activities, to meet specific needs of our clients or
to offer investment opportunities to clients through entities that
are not controlled by us.

When we incur an obligation or become entitled to an asset
through these arrangements, we recognize them on the balance
sheet. It should be noted that in certain instances the amount
recognized on the balance sheet does not represent the full gain
or loss potential inherent in such arrangements.

—> Refer to “Note 1a Significant accounting policies,” items 1, 3a
and 3d, and “Note 31 Interests in subsidiaries and other
entities” in the “Consolidated financial statements” section of
this report for more information

Off-balance sheet

The following paragraphs provide more information about
several distinct off-balance sheet arrangements. Additional off-
balance sheet information is primarily provided in Notes 10, 11,
21, 23, 24i, 26, 31 and 34 in the “Consolidated financial
statements” section of this report, as well as in the 31 December
2019 Pillar 3 report under “Pillar 3 disclosures” at
www.ubs.com/investors.

Off-balance sheet development in 2019

Forward starting reverse repurchase agreements increased by
USD 13 billion, mainly reflecting higher client activity levels
related to forward starting transactions in the repo market.
Forward starting repurchase agreements were stable at USD 8
billion and guarantees were also stable at USD 16 billion. Loan
commitments decreased by USD 1 billion, primarily reflecting a
decrease in our Corporate Client Solutions business in the
Investment Bank, resulting from commitments that were
funded, canceled or syndicated during the year. Committed
unconditionally revocable credit lines decreased by USD 2 billion.

As of % change from

USD billion

31.12.19 31.12.18 31.12.18

Total guarantees'

un

Committe

6 (4)

1 These lines are aligned with the scope disclosed in “Note 34 Guarantees, commitments and forward starting transactions” in the "Consolidated financial statements” section of this report. Total guarantees and

Loan commitments are shown net of sub-participations.
statements” section of this report for more information.
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2 Refer to “Note 10 Financial assets at amortized cost and other positions in scope of expected credit loss measurement” in the “Consolidated financial
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Risk disclosures, including our involvement with off-balance
sheet vehicles

Refer to the "Risk management and control” section of this
report for comprehensive credit, market and liquidity risk
information related to our exposures, which includes exposures
to off-balance sheet vehicles.

Support provided to non-consolidated investment funds

In 2019, the Group did not provide material support, financial or
otherwise, to unconsolidated investment funds when the Group
was not contractually obligated to do so, nor does the Group
have an intention to do so.

Guarantees and similar arrangements

In the normal course of business, we issue various forms of
guarantees, commitments to extend credit, standby and other
letters of credit to support our clients, commitments to enter
into forward starting transactions, note issuance facilities and
revolving underwriting facilities. With the exception of related
premiums, generally these guarantees and similar obligations are
kept as off-balance sheet items unless a provision to cover
probable losses or expected credit losses is required.

Guarantees represent irrevocable assurances that, subject to
the satisfaction of certain conditions, we will make payments in
the event that our clients fail to fulfill their obligations to third
parties. As of 31 December 2019, the net exposure (gross values
less sub-participations) from guarantees and similar instruments
was USD 16.5 billion compared with USD 17.0 billion as of
31 December 2018. Fee income from issuing guarantees was
not significant to total revenues in 2019 and 2018.

We also enter into commitments to extend credit in the form
of credit lines that are available to secure the liquidity needs of
our clients. The majority of these unutilized credit lines range in
maturity from one month to five years. The committed
unconditionally revocable credit lines are generally open-ended.
If customers fail to meet their obligations, our maximum
exposure to credit risk is the contractual amount of these
instruments. The risk is similar to the risk involved in extending
loan facilities and is subject to the same risk management and
control framework. In 2019, we recognized net credit loss
recoveries of USD 6 million related to loan commitments,
guarantees and other credit facilities in scope of expected credit
loss measurement compared with net credit loss expenses of
USD 12 million in 2018. Provisions recognized for guarantees
and loan commitments were USD 114 million as of
31 December 2019 and USD 116 million as of 31 December
2018.

_s Refer to “Note 10 Financial assets at amortized cost and other

positions in scope of expected credit loss measurement” and
“Note 23 Expected credit loss measurement” in the “Consolidated
financial statements” section of this report for more information
about provisions for loan commitments and guarantees

For certain obligations, we enter into partial sub-
participations to mitigate various risks from guarantees and loan
commitments. A sub-participation is an agreement by another
party to take a share of the loss in the event that the obligation
is not fulfilled by the obligor and, where applicable, to fund a
part of the credit facility. We retain the contractual relationship
with the obligor, and the sub-participant has only an indirect
relationship. We only enter into sub-participation agreements
with banks to which we ascribe a credit rating equal to or better
than that of the obligor.

Furthermore, we provide representations, warranties and
indemnifications to third parties in the normal course of
business.

Clearing house and exchange memberships

We are a member of numerous securities and derivative
exchanges and clearing houses. In connection with some of
those memberships, we may be required to pay a share of the
financial obligations of another member who defaults or we
may be otherwise exposed to additional financial obligations.
While the membership rules vary, obligations generally would
arise only if the exchange or clearing house had exhausted its
resources. We consider the probability of a material loss due to
such obligations to be remote.

Deposit insurance

Swiss banking law and the deposit insurance system require
Swiss banks and securities dealers to jointly guarantee an
amount of up to CHF 6 billion for privileged client deposits in
the event that a Swiss bank or securities dealer becomes
insolvent. FINMA estimates our share in the deposit insurance
system to be CHF 0.9 billion.

As a member of the Deposit Protection Fund of the
Association of German Banks (the Fund), we are required to
provide an indemnity to the Fund related to its coverage of
certain  non-institutional  deposits  (for amounts above
EUR 100,000 and below EUR 235 million per depositor until
31 December 2019, from 1 January 2020 above EUR 100,000
and below EUR 176 million) in the event that UBS Europe SE
becomes unable to meet its obligations.

The aforementioned deposit insurance requirements
represent a contingent payment obligation and expose us to
additional risk. As of 31 December 2019, we considered the
probability of a material loss from our obligations to be remote.
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Risk, treasury and capital management
Treasury management

Contractual obligations

Payment due by period
UsD million Within 1 year 1-3 years 3-5 years Over 5 years Total
Long-term debt obligations 66,652 37,534 21,519 43,622 169,327
e |gat| L o 1107 .................... o 20 S 4736
Purchaseobllgatlons .................................................................................................................... o e S 1112260
Total as of 31 December 2019 68,379 39,421 22,7117 45,806 176,323

Contractual obligations
The table above summarizes payments due by period under
contractual obligations as of 31 December 2019.

All contractual obligations included in this table, with the
exception of purchase obligations (i.e., those in which we are
committed to purchasing goods and services), and lease
commitments included within Lease obligations, are recognized
as liabilities on our balance sheet. Amounts in the table above
are presented on an undiscounted basis.

Long-term debt obligations as of 31 December 2019 were
USD 169 billion. They consisted of debt issued designated at fair
value (USD 68 billion) and long-term debt issued measured at
amortized cost (USD 101 billion) and represent estimated future
interest and principal payments on an undiscounted basis.

_s Refer to “Note 27 Maturity analysis of financial liabilities” in the

“Consolidated financial statements” section of this report for
more information

More than half of total long-term debt obligations had a
fixed-rate of interest. Amounts due on interest rate swaps used
to hedge interest rate risk inherent in floating-rate debt issued,
and designated in fair value hedge accounting relationships, are
not included in the table above. The notional amount of these
interest rate swaps was USD 65 billion as of 31 December 2019.

172

Debt issued designated at fair value mainly consists of structured
notes and is generally economically hedged, but it would not be
practicable to estimate the amount and/or timing of the
payments on interest swaps used to hedge these instruments as
interest rate risk inherent in respective liabilities is generally risk-
managed on a portfolio level.

Within purchase obligations, obligations to employees under
mandatory notice periods are excluded (i.e., the periods in which
we must pay contractually agreed salaries to employees leaving
the firm).

Our liabilities recognized on the balance sheet as Amounts
due to banks, Payables from securities financing transactions,
Cash collateral payables on derivative instruments, Customer
deposits, Other financial liabilities measured at amortized cost,
Financial liabilities at fair value held for trading, Derivative
financial instruments, Brokerage payables designated at fair
value, Other financial liabilities designated at fair value,
Provisions and Other non-financial liabilities are excluded from
the table above.

_» Refer to the respective Notes, including “Note 28 Hedge

accounting,” in the “Consolidated financial statements” section
of this report for more information
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Currency management

Strategy, objectives and governance

Group Treasury focuses on three principal areas of currency risk
management: (i) currency-matched funding and investment of
non-US dollar assets and liabilities; (ii) sell-down of non-US dollar
profits and losses; and (iii) selective hedging of anticipated non-
US dollar profits and losses to further mitigate the effect of
structural imbalances in the balance sheet. Non-trading foreign
exchange risks arising from transactions denominated in a
currency other than the reporting entity’s functional currency are
managed under market risk limits. Activities performed by Group
Treasury include the management of the structural currency
composition at the consolidated Group level.

Currency-matched funding and investment of non-US dollar
assets and liabilities

For monetary balance sheet items and other investments, as far
as it is practical and efficient, we follow the principle of
matching the currencies of our assets and liabilities for funding
purposes. This avoids profits and losses arising from the
translation of non-US dollar assets and liabilities.

Net investment hedge accounting is applied to non-US dollar
core investments to balance the effect of foreign exchange
movements on both common equity tier 1 (CET1) capital and
the CET1 capital ratio.

> Refer to “Note 1a Significant accounting policies” and “Note 11

Derivative instruments” in the “Consolidated financial
statements” section of this report for more information

Sell-down of non-US dollar reported profits and losses

Income statement items of foreign subsidiaries and branches of
UBS AG with a functional currency other than the US dollar are
translated into US dollars at average rates. To reduce earnings
volatility on the translation of previously recognized earnings in
foreign currencies, Group Treasury centralizes the profits and
losses arising in UBS AG and its branches and sells or buys the
profit or loss for US dollars. Our foreign subsidiaries follow a
similar monthly sell-down process into their own functional
currencies. Retained earnings in foreign subsidiaries with a
functional currency other than the US dollar are integrated and
managed as part of our net investment hedge accounting
program.

Hedging of anticipated non-US dollar profits and losses

The Group ALCO may at any time instruct Group Treasury to

execute hedges to protect anticipated future profits and losses in

foreign currencies against possible adverse trends of foreign

exchange rates. Although intended to hedge future earnings,

these transactions are accounted for as open currency positions

and are subject to internal market risk limits for value-at-risk and

stress loss limits.

—» Refer to the “Capital management” section of this report for

more information about our active management of sensitivity
to currency movements and its effect on our key ratios

Dividend distribution
Following the change in functional currency of UBS Group AG to
the US dollar, effective from 1 October 2018, dividends were
accrued in US dollars over the course of 2019 to align the
dividend declaration currency to the functional currency. As a
result, starting with the dividend for the financial year 2019, UBS
Group AG will declare dividends in US dollars going forward.
Shareholders  whose  shares are held through SIX
(ISIN: CH0244767585) will receive dividends in Swiss francs,
based on a published exchange rate calculated up to five
decimal places, on the day prior to the ex-dividend date.
Shareholders holding shares through DTC (ISIN: CH0244767585;
CUSIP: H42097107) will be paid dividends in US dollars.
_» Refer to the “Standalone financial statements” section of this
report for more information about the proposed dividend
distribution of UBS Group AG
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Risk, treasury and capital management
Treasury management

Cash flows

As a global financial institution, our cash flows are complex and
often may bear little relation to our net earnings and net assets.
Consequently, we believe that a traditional cash flow analysis is
less meaningful when evaluating our liquidity position than the
liquidity, funding and capital management frameworks and
measures described elsewhere in the “Risk, treasury and capital
management” section of this report.

Cash and cash equivalents

As of 31 December 2019, cash and cash equivalents totaled
USD 119.9 billion, a decrease of USD 6.2 billion from
31 December 2018, driven by net cash outflows from financing
and investing activities, partly offset by net cash inflows from
operating activities.

Operating activities

Net cash inflows from operating activities were USD 19.7 billion
in 2019. Net operating cash flow, before changes in operating
assets and liabilities and income taxes paid, was an inflow of
USD 14.3 billion. Changes in operating assets and liabilities
resulted in net cash inflows of USD 5.4 billion, mainly driven by a
USD 23.2 billion net inflow related to customer deposits and an
UsD 8.7 billion inflow from securities financing transactions.
These inflows were partly offset by a net outflow from financial
assets and liabilities at fair value held for trading and derivative
financial instruments of USD 18.8 billion and net outflows from
loans and advances to banks of USD 4.3 billion and from lending
balances to customers of USD 3.1 billion.

In 2018, net cash inflows from operating activities were
UsD 28.9 billion. Net operating cash flow, before changes in
operating assets and liabilities and income taxes paid, was an
outflow of USD 0.2 billion. Changes in operating assets and
liabilities resulted in net cash inflows of USD 29.1 billion, mainly
driven by an USD 11.4 billion net inflow related to brokerage
receivables and payables, an USD 11.1 billion net inflow from
financial assets at fair value not held for trading and other
financial assets and liabilities, an USD 11.1 billion inflow from
financial assets and liabilities at fair value held for trading and

Statement of cash flows (condensed)

derivative financial instruments, and a USD 9.1 billion inflow
from customer deposits. These inflows were partly offset by a
net outflow from securities financing transactions of USD 11.2
billion and a net outflow from lending balances to customers of
USD 5.2 billion.

Investing activities

Investing activities resulted in a net cash outflow of USD 1.6
billion in 2019, primarily related to net cash outflows of USD 3.4
billion from the purchase of financial assets measured at fair
value through other comprehensive income and a USD 1.6
billion outflow from the purchase of property, equipment and
software. These outflows were partly offset by a net inflow from
the disposal and redemption of financial assets measured at fair
value through other comprehensive income of USD 3.9 billion.

In 2018, investing activities resulted in a net cash outflow of
USD 6.1 billion, primarily related to net cash outflows of
USD 3.8 billion from the purchase and redemption of debt
securities measured at amortized cost.

Financing activities

Financing activities resulted in a net cash outflow of USD 25.6
billion in 2019, mainly due to the net repayment of USD 17.1
billion of short-term debt and the net repayment of USD 3.8
billion of long-term debt, which includes debt issued designated at
fair value. In addition, a dividend distribution to shareholders of
USD 2.5 billion and net cash used to acquire treasury shares of
USD 1.6 billion contributed to the net cash outflow.

In 2018, financing activities resulted in a net cash inflow of
USD 0.2 billion, mainly due to the net issuance of USD 16.3
billion of long-term debt, which includes debt issued designated
at fair value, partly offset by the net repayment of USD 12.2
billion of short-term debt, a dividend distribution to shareholders
of USD 2.4 billion and net cash used to acquire treasury shares
of USD 1.4 billion.

_» Refer to “Primary financial statements” in the “Consolidated

financial statements” section of this report for more
information about cash flows

For the year ended

USD million

31.12.19 31.12.18

Net cash flow from / (used in) operating activities

19,705 28,913

Effects of exchange rate differences on cash and cash equivalents 1,261 (1,726)
Net increase / (decrease) in cash and cash equivalents (6,207) 21,245
Cash and cash equivalents at the end of the year 119,873 126,079
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Capital management

Capital management objectives, planning and activities

Capital management objectives

An adequate level of total loss-absorbing capacity (TLAC)
in accordance with both our internal assessment and regulatory
requirements is a prerequisite for conducting our business
activities. A We are therefore committed to maintaining a strong
TLAC position and sound TLAC ratios at all times, in order to
meet regulatory capital requirements and our target capital
ratios, and to support the growth of our businesses.

We expect to meet known future increases in TLAC
requirements mainly through a combination of retaining
earnings and issuing high-trigger loss-absorbing additional tier 1
(AT1) capital instruments, including Deferred Contingent Capital
Plan (DCCP) employee compensation awards, as well as issuing
senior unsecured debt that contributes to our TLAC.

As of 31 December 2019, our common equity tier 1 (CET1)
capital ratio and our CET1 leverage ratio were 13.7% and 3.9%,
respectively, each of which is above our capital guidance and
above the requirements for Swiss systemically relevant banks
(SRBs) as well as the Basel Committee on Banking Supervision
(BCBS) requirements. We believe that our capital strength is a
source of confidence for our stakeholders, contributes to our
strong credit ratings and is one of the foundations of our
success.

The BCBS announced the finalization of the Basel lll
framework in December 2017 and published the final rules on
the minimum capital requirements for market risk (the
Fundamental Review of the Trading Book) in January 2019. We
currently expect the Swiss Financial Market Supervisory Authority
(FINMA) to implement these regulations later than the originally
communicated effective date of 1 January 2022. We will
monitor implementation and assess the effect on UBS once the
final national law is available. In the absence of the final national

law, we continue to make progress on our internal assessment
of infrastructure design and operational governance to
anticipate the upcoming adoption of these rules. We have
previously provided guidance on the approximate impact of
Basel Ill finalization on RWA. As the implementation has now
been extended by at least a year, the day-1 impact could be
lower than we originally believed, but there is still too much
uncertainty for an update to be provided.

—> Refer to the “Our strategy” and “Performance targets and
measurement” sections of this report for more information
about our capital and resource guidelines 2020-2022

> Refer to "Our stated capital returns objective is based, in part,
on capital ratios that are subject to regulatory change and may
fluctuate significantly” in the “Risk factors” section of this
report for more information about the risks related to our
capital ratios

Capital planning and activities

We manage our balance sheet, RWA, the leverage ratio
denominator (the LRD) and TLAC ratio levels within our internal
limits and targets and on the basis of our regulatory TLAC
requirements. Our strategic focus is to achieve an optimal
attribution and use of financial resources between our business
divisions and Corporate Center, as well as between our legal
entities, while remaining within the limits defined for the Group
and allocated to the business divisions by the Board of Directors
(the BoD). These resource allocations, in turn, affect business
plans and earnings projections, which are reflected in our capital
plans.

The annual strategic planning process includes a capital-
planning component that is key in defining medium- and longer-
term capital targets. It is based on an attribution of Group RWA
and LRD internal limits to the business divisions.
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Risk, treasury and capital management
Capital management

Limits and targets are established at both the Group and
business division levels, and are submitted to the BoD for
approval at least annually. In the target-setting process, we take
into account the current and potential future TLAC
requirements, our aggregate risk exposure in terms of capital-at-
risk, the assessment by rating agencies, comparisons with peers
and the effect of expected accounting policy changes.
Monitoring is based on these internal limits and targets and
provides indications if changes are required. Any breach of the
limits in place triggers the imposition of a series of required
remediating actions.

Group Treasury plans for, and monitors, consolidated TLAC
information on an ongoing basis, also considering developments
in capital regulations. In addition, capital planning and
monitoring are performed at the legal entity level for our
significant subsidiaries and sub-groups that are subject to
prudential supervision and must meet capital and other
supervisory requirements.

—> Refer to “Capital and capital ratios of our significant regulated

subsidiaries” in this section for more information

176

In 2019, we continued to focus on meeting the Swiss

SRB capital requirements applicable as of 1 January 2020, based

on the Capital Adequacy Ordinance effective until 31 December

2019. Therefore we executed a series of transactions, including:

— the issuances of USD 2.5 billion, USD 0.5 billion, USD 0.5
billion and USD 0.3 billion equivalent of high-trigger loss-
absorbing AT1 capital instruments denominated in US dollars,
Australian dollars, Singapore dollars and Swiss francs,
respectively;

— the issuances of USD 1.6 billion, USD 0.4 billion and USD 0.1
billion equivalent of TLAC-eligible senior unsecured debt
denominated in US dollars, Swiss francs and Australian dollars,
respectively; and

— the call of USD 0.2 billion equivalent of low-trigger loss-
absorbing tier 2 capital instruments.

As of 31 December 2019, these transactions had an effect on
our TLAC ratio, which amounted to 34.6% of our RWA and
9.8% of our LRD compared with the respective minimum
requirements of 24.3%, excluding countercyclical buffer
requirements, and 8.6%, which are applicable as of 1 January
2020. These minimum requirements include the currently
applicable rebates.

> Refer to the “Swiss SRB going and gone concern requirements —

time series” table in this section for more information
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Swiss SRB total loss-absorbing capacity framework

The disclosures in this section are provided for UBS Group AG on
a consolidated basis and focus on key developments during the
reporting period and information in accordance with the Basel llI
framework, as applicable to Swiss systemically relevant banks
(SRBs).

Additional regulatory disclosures for UBS Group AG on a
consolidated basis are provided in our 31 December 2019
Pillar 3 report. The Pillar 3 report further includes information
relating to our significant regulated subsidiaries and sub-groups
(UBS AG standalone, UBS Switzerland AG standalone, UBS
Europe SE consolidated and UBS Americas Holding LLC
consolidated) as of 31 December 2019 and is available under
“Pillar 3 disclosures” at www.ubs.com/investors.

Capital and other regulatory information for UBS AG
consolidated in accordance with the Basel lll framework, as
applicable to Swiss SRBs, is provided in the combined UBS Group
AG and UBS AG Annual Report 2019 available under “Annual
reporting” at www.ubs.com/investors.

Regulatory framework

The Basel Il framework came into effect in Switzerland on
1 January 2013 and is embedded in the Swiss Capital Adequacy
Ordinance (the CAO). The CAO also includes the too-big-to-fail
provisions applicable to Swiss SRBs, which became effective on
1 July 2016 subject to phasing in until 1 January 2020.

Under the Swiss SRB framework, going and gone concern
requirements represent the total loss-absorbing capacity (TLAC)
requirement of the Group. TLAC encompasses regulatory
capital, such as common equity tier 1 (CET1), loss-absorbing
additional tier 1 (AT1) and tier 2 capital instruments, as well as
liabilities that can be written down or converted into equity in
case of resolution or for the purpose of restructuring measures.

Capital and other instruments contributing to our total
loss-absorbing capacity

In addition to CET1 capital, the following instruments contribute
to our loss-absorbing capacity:

— loss-absorbing AT1 capital instruments (high- and low-trigger);
— loss-absorbing tier 2 capital instruments (high- and low-trigger);
— non-Basel lll-compliant tier 2 capital instruments; and

— TLAC-eligible senior unsecured debt instruments.

Under the Swiss SRB rules applicable as of 1 January 2020,
going concern capital includes CET1 and high-trigger loss-
absorbing AT1 capital instruments. Under the transitional rules
for the Swiss SRB framework, outstanding low-trigger loss-
absorbing AT1 capital instruments are available to meet the
going concern capital requirements until their first call date,
even if the first call date is after 31 December 2019. As of their
first call date, these instruments are eligible to meet the gone
concern requirements.

Outstanding high- and low-trigger loss-absorbing tier 2
capital instruments are available to meet the going concern
capital requirements until the earlier of (i) their maturity or first
call date or (ii) 31 December 2019, and to meet gone concern
requirements thereafter. Outstanding low-trigger loss-absorbing
tier 2 capital instruments are subject to amortization starting five
years prior to their maturity, with the amortized portion
qualifying as gone concern loss-absorbing capacity.

Non-Basel lll-compliant tier 2 capital instruments and TLAC-
eligible senior unsecured debt instruments are eligible to meet
gone concern requirements.

—» Refer to “Bondholder information,” available at
www.ubs.com/investors, for more information about the
eligibility of capital and senior unsecured debt instruments and
about key features and terms and conditions of capital
instruments

— Refer to the “Regulatory and legal developments” section of
this report for information about changes to the gone concern
capital requirements
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Risk, treasury and capital management
Capital management

Total loss-absorbing capacity and leverage ratio requirements

Going concern capital requirements

Following the Swiss SRB requirements being fully implemented
by 1 January 2020, total going concern minimum requirements
for all Swiss SRBs are a capital ratio requirement of 12.86% of
RWA and a leverage ratio requirement of 4.5%. In addition to
these minimum requirements, an add-on reflecting the degree
of systemic importance is applied based on market share and the
leverage ratio denominator (the LRD). The add-on for UBS is
expected to be 1.08% of RWA and 0.375% of our LRD. Finally,
the Swiss Federal Council has activated a countercyclical buffer
requirement of 2% of RWA for mortgage loans on residential
property in Switzerland, applicable since 30 June 2014, and we
are required to apply additional countercyclical buffer
requirements implemented in other Basel Committee member
jurisdictions, which result in an additional buffer requirement of
0.31%. The total going concern capital requirements applicable
starting as of 1 January 2020 are 14.25% of RWA (including
countercyclical buffer requirements) and 4.875% of the LRD.
Furthermore, of the total going concern capital requirement of
14.25% of RWA, at least 9.95% must be met with CET1 capital,
while a maximum of 4.3% can be met with high-trigger loss-
absorbing AT1 capital instruments. Similarly, of the total going
concern leverage ratio requirement of 4.875%, 3.375% must be
met with CET1 capital, while a maximum of 1.5% can be met
with high-trigger loss-absorbing AT1 capital instruments.

The applicable market share add-on requirements as of
31 December 2018 were 0.72% for RWA and 0.25% for LRD
purposes. These add-ons were reduced to 0.36% of RWA and
0.125% of LRD from November 2019, reflecting a reduction in
UBS’s market share in the Swiss credit business to less than
17%. The applicable LRD add-on requirements remained
unchanged at 0.72% for RWA and 0.25% for LRD purposes, as
our Group LRD remained within the same range.

Gone concern loss-absorbing capacity requirements
As an internationally active Swiss SRB, UBS is also subject to
gone concern loss-absorbing capacity requirements. The gone

concern requirements also include add-ons for market share and
the LRD, and may be met with senior unsecured debt that is
TLAC eligible.

Under the Swiss SRB framework, banks are eligible for a
rebate on the gone concern requirement if they take actions
that facilitate recovery and resolvability beyond the minimum
requirements to ensure the integrity of systemically important
functions in the case of an impending insolvency. In addition, in
the event that CET1 capital, low-trigger loss-absorbing AT1 or
certain low-trigger tier 2 capital instruments are used to meet
the gone concern requirements, such requirements may be
reduced by up to 2.86 percentage points for the RWA-based
requirement and up to 1 percentage point for the LRD-based
requirement. The combined reduction applied for resolvability
measures and the aforementioned gone concern requirement
reduction for the use of low-trigger loss-absorbing AT1 and low-
trigger tier 2 capital instruments may not exceed
5.34 percentage points for the RWA-based requirement of
13.94% and 1.875 percentage points for the LRD-based
requirement of 4.875%. The amount of the rebate for improved
resolvability is assessed annually by FINMA, and was phased in
until 1 January 2020. Based on actions we completed up to
December 2018 to improve resolvability, FINMA granted a
rebate on the gone concern requirement of 42.5% of the
aforementioned maximum rebate in the third quarter of 2019,
which resulted in a reduction of 2.27 percentage points for the
RWA-based requirement and 0.80 percentage points for the
LRD-based requirement. UBS also qualifies for an additional
rebate for the use of low-trigger tier 2 capital instruments to
fulfill gone concern requirements, allowing a further reduction
of 1.33 percentage points for the RWA-based requirement and
0.38 percentage points for the LRD-based requirements.

In this report, we refer to the RWA-based gone concern
requirements as gone concern loss-absorbing capacity
requirements, and the RWA-based gone concern ratio is referred
to as the gone concern loss-absorbing capacity ratio.

Swiss SRB going and gone concern requirements — time series

Risk-weighted assets (%) Leverage ratio (%)
Requirements Requirements
31.12.19 1.1.20 31.12.19 1.1.20
Going concern
Minimum capital 8.00 8.00 3.00 3.00

of which: maximum addiitional tier 1 capital
Gone concern
_Base requirement indluding applicable add-ons and reductions 133 1394 e 390 488
of which. rebate granted (equivalent to 42.5% of maximum rebate) (1.82) (2.27) (0.64) (0.80)
""" of which: rediiction for usage of low-trigger tier 2 capical instruments ey 0 38)
Total gone concem 9.51 10.34 3.27 3.70
Total loss-absorbing capacity 23.23 24.59 1.77 8.58

1 Going concern buffer capital requirements as of 31 December 2019 include applicable add-ons based on market share and LRD as well as a countercyclical buffer requirement of 0.31%.
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Swiss SRB going and gone concern requirements and information

Swiss SRB, including transitional arrangements Swiss SRB as of 1.1.20
Asof 31.12.19 RWA LRD RWA LRD
USD million, except where indicated in % in % in % in %
Required going concern capital
Total going concern capital 13.71 35,543 4,50 41,010 14.25' 36,943 4.88! 44,427

of which: addiitional tier 1 buffer capital 0.80 2074 0.80 2074

Eligible going concern capital

of which: low-trigger loss-absorbing tier 2 capital 1.99 5,168 0.57 5,168

Required gone concern capital

of which: rebate granted (equivalent to 42.5% of maximum
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of which: reduction for usage of low-trigger tier 2 capital
instruments (1.33) (3,446) (0.38) (3,446)

Eligible gone concem capital

14.56 37,753

TLAC-eligible senior unsecured debt 11.70 30,322 3.33 30,322 11.70 30,322 3.33 30,322

Total loss-absorbing capacity

23.23 60,205 7.77 70,799 24.59 63,748 8.58 78,146

89,641 89,641 34.58 89,641 89,641

1 Includes applicable add-ons of 1.08% for RWA and 0.375% for LRD. 2 Includes outstanding low-trigger loss-absorbing additional tier 1 and tier 2 capital instruments, which are available under the transitional
rules of the Swiss SRB framework to meet the going concern requirements until their first call date, even if the first call date is after 31 December 2019, limited to 31 December 2019 for tier 2 instruments.
Thereafter, these instruments are eligible to meet the gone concern requirements. Outstanding low-trigger loss-absorbing tier 2 capital instruments are subject to amortization starting five years prior to their
maturity, with the amortized portion qualifying as gone concern loss-absorbing capacity. Instruments available to meet gone concern requirements are eligible until one year before maturity, with a haircut of 50%
applied in the last year of eligibility, as reflected in this table. Under the revised Capital Adequacy Ordinance issued in November 2019, effective 1 January 2020, the 50% haircut is no longer applied; refer to the
"Regulatory and legal developments” section of this report for more information. 3 A lower add-on requirement for market share was applied in the fourth quarter of 2019, of which 0.27% was applied for RWA
and 0.09% for LRD under the transitional rules, 0.36% was applied for RWA and 0.125% for LRD under the final rules as of 1 January 2020.
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Total loss-absorbing capacity

Swiss SRB going and gone concern information

Swiss SRB, including transitional
arrangements Swiss SRB as of 1.1.20

USD million, except where indicated 31.12.19 31.12.18 31.12.19 31.12.18

Eligible going concern capital

Eligible gone concern capital?
Total gone concern loss-absorbing capacity 32,585 31,452 37,753 37,460

TLAC-eligible senior unsecured debt 30,322 29,988 30,322 29,988
Total loss-absorbing capacity

Total loss-absorbing capacity 89,641 83,738 89,641 83,738
Risk-weighted assets / leverage ratio denominator

RISKWEIGNRA SIS et 259208 oo 2O3TAT 299208 ..o 263,747
Leverage ratio denominator 911,325 904,598 911,325 904,598

Capital and loss-absorbing capacity ratios (%)

Going concern capital ratio 22.0 19.8 20.0 17.5

Total loss-absorbing capacity ratio 34.6 31.7 34.6 31.7

Leverage ratios (%)

Total loss-absorbing capacity leverage ratio 9.8 9.3 9.8 9.3

1 Under the transitional rules of the Swiss SRB framework, outstanding low-trigger loss-absorbing tier 2 capital instruments are subject to amortization starting five years prior to their maturity, with the amortized
portion qualifying as gone concern loss-absorbing capacity. 2 Instruments available to meet gone concern requirements are eligible until one year before maturity, with a haircut of 50% applied in the last year of
eligibility, as reflected in this table. Under the revised Capital Adequacy Ordinance issued in November 2019, effective 1 January 2020, the 50% haircut is no longer applied; refer to the “Regulatory and legal
developments” section of this report for more information. 3 Non-Basel Ill-compliant tier 2 capital instruments qualify as gone concern instruments.
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Reconciliation of IFRS equity to Swiss SRB common equity tier 1 capital

USD miflion 31.12.19 31.12.18
Total IFRS equity 54,707 53,103
Equity attributable to non-controlling interests (174) (176)

D p

Total common equity tier 1 capital

35,582

1 Includes goodwill related to significant investments in financial institutions of USD 178 million as of 31 December 2019 (31 December 2018: USD 176 million) presented on the balance sheet line Investments in

associates.

Total loss-absorbing capacity and movement under Swiss
SRB rules applicable as of 1 January 2020

Going concern capital and movement

Our CET1 capital mainly consists of: share capital; share
premium, which primarily consists of additional paid-in capital
related to shares issued; and retained earnings. A detailed
reconciliation of IFRS equity to CET1 capital is provided in the
“Reconciliation of IFRS equity to Swiss SRB common equity tier 1
capital” table.

Our CET1 capital increased by USD 1.5 billion to USD 35.6
billion as of 31 December 2019, mainly as a result of operating
profit before tax and foreign currency translation effects, partly
offset by accruals for capital returns to shareholders, our share
repurchase program, current tax expenses, changes in
compensation-related regulatory capital accruals and defined
benefit plans.

—» Refer to “UBS shares” in this section for more information

about the share repurchase program

Our loss-absorbing additional tier 1 (AT1) capital increased by
USD 4.1 billion to USD 16.3 billion as of 31 December 2019,
primarily due to four issuances of USD 3.8 billion equivalent of
AT1 capital instruments denominated in US dollars, Australian
dollars, Singapore dollars and Swiss francs, as well as currency
effects.

Gone concern loss-absorbing capacity and movement

Our total gone concern loss-absorbing capacity included
USD 30.3 billion of TLAC-eligible senior unsecured debt, and
increased by USD 0.3 billion to USD 37.8 billion as of
31 December 2019. A The increase was due to a USD 2.1 billion
issuance of TLAC-eligible senior unsecured debt and hedge
effects of USD 0.8 billion, partly offset by a USD 2.3 billion
decrease in the eligibility of two TLAC-eligible senior unsecured
bonds due to the shortening of the residual tenor and the call of
a low-trigger tier 2 capital instrument, as well as currency effects
of USD 0.2 billion.

Loss-absorbing capacity and leverage ratios

Our CET1 capital ratio increased 0.8 percentage points to
13.7%, reflecting the USD 1.5 billion increase in CET1 capital
and a USD 4.5 billion decrease in risk-weighted assets (RWA).

Our CET1 leverage ratio increased from 3.77% to 3.90% as
of 31 December 2019, reflecting the aforementioned increase in
CET1 capital, partly offset by a USD 7 billion increase in LRD.

Our gone concern loss-absorbing capacity ratio increased
0.4 percentage points to 14.6%, mainly driven by the
aforementioned decrease in RWA. Our gone concern leverage
ratio remained stable at 4.1%.
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Risk, treasury and capital management
Capital management

Swiss SRB total loss-absorbing capacity movement

Swiss SRB, including
USD million transitional arrangements Swiss SRB as of 1.1.20

Going concern capital

Common equity tier 1 capital as of 31.12.18 34,119 34,119

Common equity tier 1 capital as of 31.12.19 35,582 35,582
Loss-absorbing additional tier 1 capital as of 31.12.18 12,160 12,160
Loss-absorbing additional tier 1 capital as of 31.12.19 16,306 16,306
Tier 2 capital as of 31.12.18 6,008

Tier 2 capital as of 31.12. 5,168
Total going concern capital as of 31.12.18 52,287 46,279
Total going concern capital as of 31.12.19 57,056 51,888

Gone concern loss-absorbing capacity

Tier 2 capital as of 31.12.18 1,464 7,471

Tier 2 capital as of 31.12.19 2,263
TLAC-eligible senior unsecured debt as of 31.12.18 29,988

y
TLAC-eligible senior unsecured debt as of 31.12.19 30,322 30,322
Total gone concern loss-absorbing capacity as of 31.12.18 31,452 37,460
Total gone concern loss-absorbing capacity as of 31.12.19 32,585 37,753
Total loss-absorbing capacity
Total loss-absorbing capacity as of 31.12.18 83,738 83,738
Total loss-absorbing capacity as of 31.12.19 89,641 89,641

1 Refer to “UBS shares” in this section for more information about the publicly announced share repurchase program.
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Additional information

Active management of sensitivity to currency movements

Group Treasury is mandated to minimize adverse effects from
changes in currency rates on our CET1 capital and CET1 capital
ratio. A significant portion of our capital and RWA are
denominated in Swiss francs, euros, pounds sterling and other
currencies. In order to hedge the CET1 capital ratio, CET1 capital
needs to have foreign currency exposure, leading to currency
sensitivity of CET1 capital. As a consequence, it is not possible to
simultaneously fully hedge the capital and the capital ratio. As
the proportion of RWA denominated in non-USD currencies
outweighs the capital in these currencies, a significant
appreciation of the US dollar against these currencies could
benefit our capital ratios, while a significant depreciation of the
US dollar against these currencies could adversely affect our
capital ratios. The Group Asset and Liability Committee (the
ALCO), a committee of the Group Executive Board, can adjust
the currency mix in capital, within limits set by the Board of
Directors, to balance the effect of foreign exchange movements
on the CET1 capital and capital ratio. Limits are in place for the
sensitivity of both CET1 capital and the capital ratio to an
appreciation or depreciation of 10% in the value of the US
dollar against other currencies.

Sensitivity to currency movements

Risk-weighted assets

We estimate that a 10% depreciation of the US dollar against
other currencies would have increased our RWA by USD 11
billion and our CET1 capital by USD 1.1 billion as of
31 December 2019 (31 December 2018: USD 11 billion and
USD 1.2 billion, respectively) and decreased our CET1 capital
ratio 14 basis points (31 December 2018: 9 basis points).
Conversely, we estimate that a 10% appreciation of the US
dollar against other currencies would have decreased our RWA
by USD 10 billion and our CET1 capital by USD 1.0 billion
(31 December 2018: USD 10 billion and USD 1.1 billion,
respectively) and increased our CET1 capital ratio 14 basis
points (31 December 2018: 9 basis points).

Leverage ratio denominator

Our leverage ratio is also sensitive to foreign exchange
movements as a result of the currency mix of our capital and
LRD. When adjusting the currency mix in capital, potential
effects on the going concern leverage ratio are taken into
account and the sensitivity of the going concern leverage ratio
to an appreciation or depreciation of 10% in the value of the US
dollar against other currencies is actively monitored.

We estimate that a 10% depreciation of the US dollar against
other currencies would have increased our LRD by USD 57 billion
(31 December 2018: USD 57 billion) and decreased our Swiss
SRB going concern leverage ratio 18 basis points (31 December
2018: 15 basis points). Conversely, we estimate that a 10%
appreciation of the US dollar against other currencies would
have decreased our LRD by USD 51 billion (31 December 2018:
USD 51 billion) and increased our Swiss SRB going concern
leverage ratio 18 basis points (31 December 2018: 16 basis
points).

The aforementioned sensitivities do not consider foreign
currency translation effects related to defined benefit plans
other than those related to the currency translation of the net
equity of foreign operations.

Estimated effect on capital from litigation, regulatory and similar
matters subject to provisions and contingent liabilities

We have estimated the loss in capital that we could incur as a
result of the risks associated with the matters described in “Note
21 Provisions and contingent liabilities” in the “Consolidated
financial statements” section of this report. We have employed
for this purpose the advanced measurement approach (AMA)
methodology that we use when determining the capital
requirements associated with operational risks, based on a
99.9% confidence level over a 12-month horizon. The
methodology takes into consideration UBS and industry
experience for the AMA operational risk categories to which
those matters correspond, as well as the external environment
affecting risks of these types, in isolation from other areas. On
this standalone basis, we estimate the loss in capital that we
could incur over a 12-month period as a result of our risks
associated  with  these operational risk categories at
USD 4.3 billion as of 31 December 2019, a reduction of USD 0.2
billion from 31 December 2018. This estimate is not related to
and does not take into account any provisions recognized for
any of these matters and does not constitute a subjective
assessment of our actual exposure in any of these matters.

— Refer to “Operational risk” in the “Risk management and

control” section of this report for more information
—»> Refer to “Note 21 Provisions and contingent liabilities” in the
“Consolidated financial statements” section of this report for

more information
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Risk, treasury and capital management
Capital management

Capital and capital ratios of our significant regulated subsidiaries
UBS Group AG is a holding company and conducts substantially
all operations through UBS AG and subsidiaries thereof. UBS
Group AG and UBS AG have contributed a significant portion of
their respective capital and provide substantial liquidity to
subsidiaries. Many of these subsidiaries are subject to regulations
requiring compliance with minimum capital, liquidity and similar
requirements. Regulatory capital components and capital ratios
of our significant regulated subsidiaries determined under the
regulatory framework of each subsidiary’s home jurisdiction are
provided in the “Financial and regulatory key figures for our
significant regulated subsidiaries and sub-groups” section of this
report. Supervisory authorities generally have discretion to
impose higher requirements or to otherwise limit the activities of
subsidiaries. Supervisory authorities also may require entities to
measure capital and leverage ratios on a stressed basis and may
limit the ability of the entity to engage in new activities or take
capital actions based on the results of those tests.

— Refer to the 31 December 2019 Pillar 3 report, available under
“Pillar 3 disclosures” at www.ubs.com/investors, for more
capital and other regulatory information about our significant
regulated subsidiaries and sub-groups

184

Joint liability of UBS AG and UBS Switzerland AG
In June 2015, upon the transfer of the Personal & Corporate
Banking and Global Wealth Management businesses booked in
Switzerland from UBS AG to UBS Switzerland AG, UBS AG and
UBS Switzerland AG assumed joint liability for obligations
transferred to UBS Switzerland AG and existing at UBS AG,
respectively. Under certain circumstances, the Swiss Banking Act
and FINMA's Banking Insolvency Ordinance authorize FINMA to
modify, extinguish or convert to common equity liabilities of a
bank in connection with a resolution or insolvency of such bank.
The joint liability amounts have declined as obligations
matured, terminated or were novated following the transfer
date. As of 31 December 2019, the liability of UBS Switzerland
AG amounted to CHF 16.8 billion (the US dollar equivalent of
17.4 billion). We expect further reductions in 2020 in addition to
the contractual redemptions due to an ongoing actively
managed reduction program. The respective liability of UBS AG
has been substantially extinguished.
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Risk-weighted assets

RWA development in 2019

As of 31 December 2019, RWA decreased by USD 4.5 billion to
USD 259.2 billion, mainly driven by a USD 13.4 billion decrease
in market risk, partly offset by a USD 5.1 billion increase in credit

USD 0.7 billion decrease in regulatory add-ons primarily related
to market risk. This decrease was partly offset by increases from
methodology and policy changes of USD 2.0 billion, model
updates of USD 1.2 billion and currency effects of USD 0.9
billion.

and counterparty credit risk and a USD 3.8 billion increase in
non-counterparty-related risk.

The total RWA decrease was primarily driven by an USD 8.0
billion decrease from asset size and other movements and a

_» Refer to the 31 December 2019 Pillar 3 report, available under
“Pillar 3 disclosures” at www.ubs.com/investors, for more
information about RWA movements and definitions of RWA
movement key drivers

Movement in risk-weighted assets by key driver

Methodology Model
RWA as of Currency  and policy updates /  Regulatory Assetsize  RWA as of
USD billion 31.12.18 effects changes changes add-ons  and Other' 31.12.19
Credit and counterparty credit risk? 147.9 0.8 (1.5) 2.8 0.6 2.4 153.0

Operational risk 77.6 0.0 0.0 0.0 X . 71.5
Total 263.7 0.9 20 1.2 (0.7) (8.0) 259.2

o

W

1 Includes the Pillar 3 categories “Asset size,” "Credit quality of counterparties,” “Acquisitions and disposals” and "Other.” Refer to the 31 December 2019 Pillar 3 report under “Pillar 3 disclosures” at
www.ubs.com/investors for more information. 2 Includes settlement risk, credit valuation adjustments, equity exposures in the banking book and securitization exposures in the banking book.

Credit and counterparty credit risk

Credit and counterparty credit risk RWA increased by USD 5.1
billion to USD 153.0 billion as of 31 December 2019. This
increase was primarily driven by increases from model updates

of USD 2.8 billion, asset size and other movements of USD 2.4
billion, currency effects of USD 0.8 billion and regulatory add-
ons of USD 0.6 billion, partly offset by decreases from
methodology and policy changes of USD 1.5 billion.

Movement in credit and counterparty credit risk RWA by key driver’

Global Personal &

Wealth Corporate Asset  Investment Corporate

USD billion Management Banking Management Bank Center Group
Total credit and counterparty credit risk RWA as of 31.12.18 325 54.7
..... b D D
..... A ssetquallty07(11)
..... Modelupdates1116
..... Methodologyandpollcychanges0000
..... RegulatoryaddonsOOOO
..... A ch|5|t|onsandd|sposaIs0000
..... Forelgnexchangemovements0206
Total movement 25 27 01 (0.7) 06 5.1
Total credit and counterparty credit risk RWA as of 31.12.19 35.0 573 1.8 50.6 83 153.0

1 Refer to the 31 December 2019 Pillar 3 report under “Pillar 3 disclosures” at www.ubs.com/investors for the definitions of credit and counterparty credit risk RWA movement categories.
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Risk, treasury and capital management
Capital management

Model updates

The increase in credit and counterparty credit risk RWA from
model updates of USD 2.8 billion was driven by the continued
phasing-in of RWA increases related to probability of default
(PD) and loss given default (LGD) changes from the
implementation of revised models for Swiss residential
mortgages, which resulted in an RWA increase of USD 1.6 billion
in Personal & Corporate Banking and of USD 0.4 billion in Global
Wealth Management. In addition, changes of the credit
conversion factor for zero-balance securities-backed lending and
margin loans exposures increased RWA in Global Wealth
Management by USD 0.8 billion.

In the first quarter of 2020, we expect further regulatory-
driven increases in credit risk RWA of around USD 2.0 billion to
USD 3.0 billion, predominantly relating to the implementation of
the standardized approach for counterparty credit risk (SA-CCR).

—> Refer to “Credit risk models” in the “Risk management and
control” section of this report for more information about
model updates

Regulatory add-ons

A regulatory add-on of USD 0.6 billion was agreed with FINMA
for certain portfolios awaiting the development of a formalized
rating tool, resulting in an RWA increase of USD 0.5 billion in
Corporate Center, and USD 0.1 billion in the Investment Bank.

Methodology changes

The decrease from methodology and policy changes of USD 1.5
billion was predominantly driven by the exclusion of certain
collar financing transactions from credit risk RWA in the
Investment Bank, due to their non-credit bearing nature.

—> Refer to the “Risk management and control” section of this
report and the 31 December 2019 Pillar 3 report, available
under “Pillar 3 disclosures” at www.ubs.com/investors, for
more information about credit and counterparty credit risk
developments

186

Non-counterparty credit risk

Non-counterparty credit risk RWA increased by USD 3.8 billion
to USD 22.1 billion as of 31 December 2019, primarily driven by
an increase of USD 3.5 billion from the adoption of IFRS 16,
Leases.

Market risk

Market risk RWA decreased by USD 13.4 billion to USD 6.6
billion as of 31 December 2019, mainly driven by a USD 10.6
billion decrease in asset size and other movements, a reduction
of USD 1.6 billion related to the ongoing parameter update of
the VaR model and USD 1.3 billion lower regulatory add-ons
reflecting updates from the monthly risks-not-in-VaR (RniV)
assessment.

A USD 10.6 billion decrease in other movements was
primarily driven by lower average VaR and stressed VaR levels
observed in the Investment Bank’s Equities business, resulting
from decreased market volatility and continued management of
tail risks.

—» Refer to the “Risk management and control” section of this
report and the 31 December 2019 Pillar 3 report, available
under “Pillar 3 disclosures” at www.ubs.com/investors for more
information about market risk developments

Operational risk

Operational risk RWA remained largely unchanged at USD 77.5

billion as of 31 December 2019. An increase in the first quarter

of 2019 driven by an update to model inputs related to the

verdict in the French cross-border matter, was completely offset

by the effect of the annual recalibration of the advanced

measurement approach (AMA) model used for the calculation of

operational risk capital in the fourth quarter of 2019.

—» Refer to “Advanced measurement approach model” in the “Risk

management and control” section of this report for more
information about the AMA model
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Risk-weighted assets by business division and Corporate Center

Personal & Asset
Global Wealth Corporate Manage- Investment Corporate Total
USD billion Management Banking ment Bank Center RWA
31.12.19

Non-counterparty-related ris

k?

Market risk 0.8

Operational risk 35.9

Total 78.1

31.12.18
Credit and counterparty credit risk! 325 54.7 1.8 51.3 7.7 147.9
Noncounterpartyrelatednsk2 .......................................................................................... R S R e
Market risk 1.3 0.0 0.0 16.8 1.9 20.0
Operational risk 36.0 7.7 2.0 225 9.4 77.6
Total 743 63.9 43 93.2 28.1 263.7
31.12.19vs 31.12.18

Credit and counterparty credit risk’ 2.5 2.7 0.1 0.7) 0.6 5.1
Noncounterpartyrelatednskz ......................................................................................... s G F S— Gy e
Market risk (0.5) 0.0 0.0 (12.2) (0.7) (13.4)
Operational risk 0.0 0.0 0.0 0.0 0.0 0.0
Total 39 33 0.2 (12.1) 0.2 4.5

1 Includes settlement risk, credit valuation adjustments, equity exposures in the banking book and securitization exposures in the banking book. 2 Non-counterparty-related risk includes deferred tax assets
recognized for temporary differences (31 December 2019: USD 9.0 billion; 31 December 2018: USD 8.8 billion), property, equipment and software (31 December 2019: USD 12.8 billion; 31 December 2018:
USD 9.3 billion) and other items (31 December 2019: USD 0.4 billion; 31 December 2018: USD 0.2 billion).
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Risk, treasury and capital management
Capital management

Leverage ratio denominator

The leverage ratio denominator (LRD) increased by USD 7 billion to USD 911 billion as of 31 December 2019, primarily driven by
increases from currency effects of USD 5 billion and policy changes of USD 4 billion, partly offset by a decrease of USD 2 billion from

asset size and other movements.

Movement in leverage ratio denominator by key driver

LRD as of Currency Asset size and LRD as of
USD billion 31.12.18 effects  Policy changes other 31.12.19
On-balance sheet exposures (excluding derivative exposures and SFTs)" 663.1 4.4 3.5 19.3 690.3

Deduction items

(13.8) 0.0 0.6 (13.3)

Total

904.6 4.8 3.5 (1.6)

1 Excludes positive replacement values, cash collateral receivables on derivative instruments, cash collateral on securities borrowed, reverse repurchase agreements, margin loans and prime brokerage receivables
related to securities financing transactions, which are presented separately under Derivative exposures and Securities financing transactions in this table.

The LRD movements described below exclude currency effects.

On-balance sheet exposures (excluding derivative exposures
and securities financing transactions (SFTs)) increased by USD 23
billion, primarily driven by higher trading portfolio assets in the
Investment Bank’s Equities business as a result of market-driven
movements and increased hedging activities against client
positions and notes sold, as well as an increase of USD 3.5
billion from the adoption of IFRS 16, Leases.

188

Derivative exposures decreased by USD 7 billion, reflecting
lower client activity levels in Global Wealth Management and
the Investment Bank’s Equities business, as well as a reduction in
the derivatives portfolio in Corporate Center.

SFTs decreased by USD 14 billion as a result of increased
funding consumption by the business divisions, lower collateral
sourcing requirements, and client-driven decreases in other
financial assets at fair value not held for trading.

_» Refer to “Balance sheet, liquidity and funding management” in

the “Treasury management” section of this report for more
information about balance sheet movements
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Leverage ratio denominator by business division and Corporate Center

Personal &
Global Wealth Corporate Asset Investment Corporate
USD billion Management Banking Management Bank Center Total

31.12.19

Total IFRS assets

Less: derivative exposures and SFTs?
On-balance sheet exposures

Items deducted from Swiss SRB tier 1 capital . . .
Total 312.7 224.2 5.0

31.12.18

Total IFRS assets 313.7 200.7 28.1 . 113.7 958.4

Total 315.8 213.7 5.0 283.4 86.5 904.6

"I.'éss;'('ierivative exposures and SFTs2 6.6 (1.6) 0.1 6.2 8.0 19.4
On-balance sheet exposures 2.7 7.1 0.0 20.4 (3.0) 27.2

Items deducted from Swiss SRB tier 1 capital . . . .
Total (3.2) 10.5 (0.1) 9.7 (10.3) 6.7

1 Represents the difference between the IFRS and the regulatory scope of consolidation, which is the applicable scope for the LRD calculation. 2 Consists of derivative financial instruments, cash collateral
receivables on derivative instruments, receivables from securities financing transactions, and margin loans as well as prime brokerage receivables and financial assets at fair value not held for trading, both related to
securities financing transactions, in accordance with the regulatory scope of consolidation, which are presented separately under Derivative exposures and Securities financing transactions.
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Risk, treasury and capital management
Capital management

UBS AG consolidated total loss-absorbing capacity and leverage

ratio information

Going and gone concern requirements and information

UBS is considered a systemically relevant bank (SRB) under Swiss
banking law and, on a consolidated basis, both UBS Group AG
and UBS AG are required to comply with regulations based on
the Basel Ill framework as applicable for Swiss SRBs.

The Swiss SRB framework and requirements applicable to UBS
AG consolidated are consistent with those applicable to UBS
Group AG consolidated and are described in the “Capital
management” section of this report.

— Refer to “Regulatory framework” in this section for more

information about total loss-absorbing capacity, leverage ratio
requirements and gone concern rebate

190

UBS AG is subject to going concern requirements on a
standalone basis. Capital and other regulatory information for
UBS AG standalone is provided under “Holding company and
significant  regulated  subsidiaries and  sub-groups”  at
www.ubs.com/investors and in the 31 December 2019 Pillar 3
report  available under “Pillar 3 disclosures” at
www.ubs.com/investors.

The table below provides the risk-weighted assets (RWA)- and
leverage ratio denominator (LRD)-based requirements and
information as of 31 December 2019 for UBS AG consolidated.
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Swiss SRB going and gone concern requirements and information

Swiss SRB, including transitional arrangements Swiss SRB as of 1.1.20
Asof 31.12.19 RWA LRD RWA LRD
USD million, except where indicated in % in % in % in %

Required going concern capital
Total going concern capital

35,353 41,005 36,745

44,423___
i
15665

803
10,055

13,668

of which: addiitional tier 1 buffer capital

Eligible going concern capital
Total going concern capital 20.33 52,405 5.75 52,405 18.32 47,237 5.18 47,237

of which: low-trigger loss-absorbing tier 2 capital 2.00 5,168 0.57 5,168

Required gone concern capital
Total gone concern loss-absorbing capacity 9.51 24,531 3.27 29,786 10.33 26,644 3.70 33,715

of which: rebate granted (equivalent to 42.5% of maximum

eeeeiiLBOBE) oo neeesssnneeessieeesssiid 0D NAEET) (069 (5809 ... 227).....05850) . .(08) .. (7.261)
of which. reduction for usage of low-trigger tier 2 capital
instruments (1.34) (3,446) (0.38) (3,446)

Eligible gone concemn capital
Total gone concern loss-absorbing capacity 13.57 35,000 3.84 35,000 15.58 40,168 4.41 40,168

TLAC-eligible senior unsecured debt 11.76 30,322 3.33 30,322 11.76 30,322 3.33 30,322

Total loss-absorbing capacity
Required total loss-absorbing capacity 23.23 59,884 1.77 70,791 24.59 63,389 8.57 78,138

Eligible total loss-absorbing capacity 33.90 87,405 9.59 87,405 33.90 87,405 9.59 87,405

Risk-weighted assets / leverage ratio denominator
Risk-weighted assets 257,831 257,831

Leverage ratio denominator 911,232 911,232

1 Includes applicable add-ons of 0.54% for RWA. 2 Includes applicable add-ons of 1.08% for RWA and 0.375% for LRD. 3 Includes outstanding low-trigger loss-absorbing tier 2 capital instruments under the
transitional rules of the Swiss SRB framework to meet the going concern requirements until the earlier of (i) their maturity or first call date or (ii) 31 December 2019, and to meet gone concern requirements
thereafter. Outstanding low-trigger loss-absorbing tier 2 capital instruments are subject to amortization starting five years prior to their maturity, with the amortized portion qualifying as gone concern loss-absorbing
capacity. Instruments available to meet gone concern requirements are eligible until one year before maturity, with a haircut of 50% applied in the last year of eligibility, as reflected in this table. Under the revised
Capital Adequacy Ordinance issued in November 2019, effective 1 January 2020, the 50% haircut is no longer applied; refer to the “Regulatory and legal developments” section of this report for more information.
4 A lower add-on requirement for market share was applied in the fourth quarter of 2019, of which 0.27% was applied for RWA and 0.09% for LRD under the transitional rules, 0.36% was applied for RWA and
0.125% for LRD under the final rules as of 1 January 2020.
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Risk, treasury and capital management
Capital management

Swiss SRB going and gone concern information

Swiss SRB, including transitional

arrangements Swiss SRB as of 1.1.20
USD million, except where indicated 31.12.19 31.12.18 31.12.19 31.12.18
Eligible going concern capital
Total going concern capital 52,405 48,421 47,237 42,413

of which: low-trigger loss-absorbing tier 2 capital’ 5168 6,008

Eligible gone concern capital?
Total gone concern loss-absorbing capacity 35,000 33,830 40,168 39,837

TLAC-eligible senior unsecured debt 30,322 29,988 30,322 29,988
Total loss-absorbing capacity

Total loss-absorbing capacity 87,405 82,251 87,405 82,251
Risk-weighted assets / leverage ratio denominator
RISk WEIGNIEA BSSLIS | oeeeeeeeeseeeeessssseeessssseeesssss e sssssesssssss s ssssos s ssssees s 25781 ... 262840 27831 262,840
Leverage ratio denominator 911,232 904,458 911,232 904,458

Capital and loss-absorbing capacity ratios (%)

Going concern capital ratio 20.3 18.4 18.3 16.1

Total loss-absorbing capacity ratio . 31.3 . 31.3

Leverage ratios (%)
Going concern leverage ratio

Total loss-absorbing capacity leverage ratio 9.6 9.1 9.6 9.1
1 Under the transitional rules of the Swiss SRB framework, outstanding low-trigger loss-absorbing tier 2 capital instruments are subject to amortization starting five years prior to their maturity, with the amortized
portion qualifying as gone concern loss-absorbing capacity. 2 Instruments available to meet gone concern requirements are eligible until one year before maturity, with a haircut of 50% applied in the last year of
eligibility, as reflected in this table. Under the revised Capital Adequacy Ordinance issued in November 2019, effective 1 January 2020, the 50% haircut is no longer applied; refer to the “Regulatory and legal
developments” section of this report for more information. 3 The relevant capital instruments were issued after the new Swiss SRB framework had been implemented and therefore qualify as gone concern loss-
absorbing capacity. 4 Non-Basel lll-compliant tier 2 capital instruments qualify as gone concern instruments.
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UBS Group AG vs UBS AG consolidated loss-absorbing
capacity and leverage ratio information under Swiss SRB
rules applicable as of 1 January 2020

As of 31 December 2019, going concern capital of UBS AG
consolidated was USD 4.7 billion lower than for UBS Group AG
consolidated, reflecting lower additional tier 1 (AT1) capital of
USD 4.3 billion and lower common equity tier 1 (CET1) capital of
USD 0.3 billion. The gone concern loss-absorbing capacity of
UBS AG consolidated was USD 2.4 billion higher due to low-
trigger loss-absorbing AT1 capital.

The difference of USD 0.3 billion in CET1 capital was primarily
due to different accruals for capital returns to shareholders and
differences in equity between UBS Group AG consolidated and
UBS AG consolidated, partly offset by compensation-related
capital accruals at the UBS Group AG level.

The difference of USD 4.3 billion in going concern loss-
absorbing AT1 capital relates to loss-absorbing AT1 capital
instruments issued at the UBS Group AG level, including
USD 2.0 billion of high-trigger loss-absorbing Deferred
Contingent Capital Plan (DCCP) awards granted to eligible
employees for the performance years 2014 to 2018.

The difference of USD 2.4 billion in gone concern low-trigger
AT1 capital relates to two capital instruments that were issued
by UBS AG after the new Swiss SRB framework had been
implemented and are therefore not recognized within going
concern capital but qualify as gone concern loss-absorbing
capacity. Issuances of low-trigger AT1 capital from UBS Group
AG were all made prior to implementation of the new Swiss SRB
framework and therefore qualify as going concern capital.

Differences in capital between UBS Group AG consolidated
and UBS AG consolidated related to employee compensation
plans will reverse to the extent underlying services are performed
by employees of, and are consequently charged to, UBS AG and
its subsidiaries. Such reversal generally occurs over the service
period of the employee compensation plans.

The leverage ratio framework for UBS AG consolidated is
consistent with that of UBS Group AG consolidated. As of
31 December 2019, the going concern leverage ratio of UBS AG
consolidated was 0.5 percentage points lower than that of UBS
Group AG consolidated, mainly as the going concern capital of
UBS AG consolidated was USD 4.7 billion lower.

Reconciliation of IFRS equity to Swiss SRB common equity tier 1 capital (UBS Group AG vs UBS AG consolidated)

As of 31.12.19
UBS Group AG UBS AG
USD million (consolidated) (consolidated) Difference
Total IFRS equity 54,707 53,928 779
Equity attributable to non-controlling interests (174) (174) 0

Own credit related to (gains) / losses on financial liabilities measured at fair value that existed at the balance sheet

date, net of tax

Total common equity tier 1 capital

35,582 35,280 302
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Risk, treasury and capital management
Capital management

Swiss SRB going and gone concern information (UBS Group AG vs UBS AG consolidated)

As of 31.12.19 Swiss SRB, including transitional arrangements Swiss SRB as of 1.1.20
UBS Group AG UBS AG UBS Group AG UBS AG
USD million, except where indicated (consolidated) (consolidated) Difference (consolidated) (consolidated) Difference

Eligible going concern capital

Total going concern capital 57,056 52,405 4,650 51,888 47,237 4,650

of which: high-trigger loss-absorbing addlitional tier 1

L e L THIZE oeveeenic eIt FBEIZ T1IG38. oo 1935,
of which: low-trigger loss-absorbing addiitional tier 1

L LA e LA e A, 241,
Total tier 2 capital 5,168 5,168 1]

..... ofWh/c/z/owmgger/ossabsorb/ngr/erZCap/ta/’5768576'80

Eligible gone concern capital?

Total gone concern loss-absorbing capacity 32,585 35,000 (2,415) 37,753 40,168 (2,415)

of which: low-trigger loss-absorbing additional tier 1
capital 2415° (2415) 24157 (2415)

TLAC-eligible senior unsecured debt 30,322 30,322 0 30,322 30,322 0

Total loss-absorbing capacity
Total loss-absorbing capacity 89,641 87,405 2,235 89,641 87,405 2,235

Risk-weighted assets / leverage ratio denominator
Risk-weighted assets 259,208 257,831 1,376 259,208 257,831 1,376
Leverage ratio denominator 911,325 911,232 94 911,325 911,232 94

Capital and loss-absorbing capacity ratios (%)

Going concern capital ratio 22.0 203 1.7 20.0 18.3 1.7
R commonequn‘yz‘ler/ Eﬁp/z‘a/raz‘/o ..................................... P g Y B S TS
GoneconcernIossabsorblngcapaatyratlo .......................................... i C——— ( 10)146 ....................... 156(10)
TotalIossabsorblngcapacﬂyratlo ...................................................... Sap——— G Sh—— Sy i

Leverage ratios (%)
Going concern leverage ratio

cer

Total loss-absorbing capacity leverage ratio 9.8 9.6 0.2

1 Under the transitional rules of the Swiss SRB framework, outstanding low-trigger loss-absorbing tier 2 capital instruments are subject to amortization starting five years prior to their maturity, with the amortized
portion qualifying as gone concern loss-absorbing capacity. 2 Instruments available to meet gone concern requirements are eligible until one year before maturity, with a haircut of 50% applied in the last year of
eligibility, as reflected in this table. Under the revised Capital Adequacy Ordinance issued in November 2019, effective 1 January 2020, the 50% haircut is no longer applied; refer to the “Regulatory and legal
developments” section of this report for more information. 3 The relevant capital instruments were issued after the new Swiss SRB framework had been implemented and therefore qualify as gone concern loss-
absorbing capacity.
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Equity attribution and return on attributed equity

We have updated our equity attribution framework as of
1 January 2019. Specifically, we have revised the capital ratio for
risk-weighted assets (RWA) from 11% to 12.5% to better align
with actual group capital levels and incrementally allocated to
business divisions USD 2 billion of attributed equity that is
related to certain common equity tier 1 (CET1) deduction items,
previously held centrally.

In aggregate we allocated USD 7 billion of additional
attributed equity to the business divisions. Prior periods have
been restated to reflect this change.

—> Refer to the “Significant accounting and financial reporting

changes” section of this report for more information about the
changes to our equity attribution framework

Under our equity attribution framework, tangible equity is
attributed based on a weighting of 50% each for average RWA
and average leverage ratio denominator (LRD), which both
include resource allocations from Corporate Center to the
business divisions. Average RWA and LRD are converted to their
CET1 capital equivalents based on capital ratios of 12.5% and
3.75%, respectively. If the attributed tangible equity calculated
under the weighted-driver approach is less than the CET1 capital
equivalent of risk-based capital (RBC) for any business division,
the CET1 capital equivalent of RBC is used as a floor for that
business division.

Furthermore, we allocate to business divisions attributed
equity that is related to certain CET1 deduction items, such as
compensation-related components and the expected losses on
advanced internal ratings-based portfolio less general provisions.

In addition to tangible equity, we allocate equity to our
businesses to support goodwill and intangible assets.

We attribute all remaining Basel Il capital deduction items to
Corporate Center Group items. These deduction items include
deferred tax assets (DTAs) recognized for tax loss carry-forwards
and DTAs on temporary differences in excess of the threshold,
which together constitute the largest component of Corporate
Center Group items, dividend accruals and unrealized gains from
cash flow hedges.

Average equity attributed to business divisions and Corporate
Center increased by USD 1.8 billion to USD 54.2 billion in 2019,
primarily due to an increase in attributed equity for Corporate
Center, mainly reflecting higher unrealized gains from cash flow
hedges and the recognition of the Swiss pension plan surplus on
the balance sheet at the end of the third quarter of 2019,
resulting in higher equity attributable to shareholders. The Swiss
pension plan surplus was subsequently derecognized in the
fourth quarter of 2019.

—» Refer to “Balance sheet, liquidity and funding management” in
the “Treasury management” section of this report for more
information about movements in equity attributable to
shareholders
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Risk, treasury and capital management
Capital management

Average attributed equity

For the year ended
31.12.18 31.12.17

USD billion 31.12.19

_Global Wealth Manage

of which: dividend accruals and others
Average equity attributed to business divisions and Corporate Center 54.2 52.4 53.9

1 Includes average attributed equity related to the Basel IIl capital deduction items for deferred tax assets (deferred tax assets recognized for tax loss carry-forwards and deferred tax assets on temporary differences,
excess over threshold) as well as retained RWA and LRD related to deferred tax assets. 2 Excludes average attributed equity related to retained RWA and LRD related to deferred tax assets.

Return on attributed equity’

For the year ended
n % 31.12.19 31.12.18 31.12.17
Reported
Global Wealth Management 20.5 20.0 20.9

Investment Bank

Adjusted
Global Wealth Management 20.9

Investment Bank 8.6 12.9

1 Return on attributed equity for Corporate Center is not shown, as it is not meaningful.
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UBS shares

UBS Group AG shares

As of 31 December 2019, IFRS equity attributable to
shareholders amounted to USD 54,533 million, represented by
3,859,055,395 shares issued. Shares issued increased by
3,420,646 shares in 2019, reflecting the issuance of shares out of
conditional share capital upon exercise of employee share options.

UBS Group share information

Each share has a par value of CHF 0.10, carries one vote if
entered into the share register as having the right to vote, and
also entitles the holder to a proportionate share of distributed
dividends. All shares are fully paid up. As the articles of
association of UBS Group AG indicate, there are no other classes
of shares and no preferential rights for shareholders.

> Refer to the “Corporate governance” section of this report for

more information about UBS shares

As of or for the year ended % change from

31.12.19 31.12.18 31.12.18

Shares issued 3,859,055,395 3,855,634,749 0
Treasuryshares 243021296 166467802 46
" of which: related to share repurchase program 170650 8318800 144
Sharesoutstanding 3616034099 3689166947 @
Basic earnings per share (USD)' 1.17 1.21 (3)
Diluted earnings per share (USD)! e s @)
‘Basic earnings per share (CHF? T s T (1)
‘Diluted eamings per share (CHF? e T e 0

Equity attributable to shareholders (USD million) 54,533 52,928 3
Less: goodwill and intangible assets (USD million) T 6469 6647 @)
Tangible equity attrbutable to shareholders (USD millon) 8064 281 4

Total book value per share (USD) 15.08 14.35 5

Market capitalization (USD million)

45,661

45,907 (1)

1 Refer to “Note 9 Earnings per share (EPS) and shares outstanding” in the “Consolidated financial statements” section of this report for more information. 2 Basic and diluted earnings per share in Swiss francs
are calculated based on a translation of net profit / (loss) under our US dollar presentation currency. 3 Represents the share price as listed on the SIX Swiss Exchange, translated to US dollars using the respective
spot rate.
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Risk, treasury and capital management
Capital management

Holding of UBS Group AG shares

Group Treasury holds UBS Group AG shares to hedge future
share delivery obligations related to employee share-based
compensation awards and also holds shares purchased under
the share repurchase program, which will be canceled by
means of a capital reduction to be proposed at future annual
general meetings. In addition, the Investment Bank holds a
limited number of UBS Group AG shares, primarily in its
capacity as a market-maker with regard to UBS Group AG
shares and related derivatives and to hedge certain issued
structured debt instruments. As of 31 December 2019, we
held a total of 243,021,296 treasury shares (31 December
2018: 166,467,802), or 6.3% (31 December 2018: 4.3%) of
shares issued. Treasury shares acquired under our share
repurchase program totaled 117.7 million as of 31 December
2019 (31 December 2018: 48.3 million) for a total consideration
of CHF 1,550 million (USD 1,567 million). The remaining shares
were primarily held to hedge our share delivery obligations
related to employee share-based compensation awards and
totaled 125.2 million shares as of 31 December 2019
(31 December 2018: 117.9 million).

Treasury share purchases

Share delivery obligations related to employee share-based
compensation awards totaled 156 million shares as of
31 December 2019 (31 December 2018: 146 million). Share
delivery obligations are calculated on the basis of undistributed
notional share awards, options and stock appreciation rights,
taking applicable performance conditions into account. Treasury
shares held are delivered to employees at exercise or vesting.
However, share delivery obligations related to certain options
and stock appreciation rights can also be satisfied by shares
issued out of conditional capital. As of 31 December 2019, the
number of UBS Group AG shares that could have been issued
out of conditional capital for this purpose was 122 million
(31 December 2018: 125 million).

The table below outlines the market purchases of UBS Group
AG shares by Group Treasury. It does not include the activities of
the Investment Bank.

Share repurchase program'

Other treasury shares purchased?

Month of purchase3 Number of shares

Average price in CHF

Remaining volume of
share repurchase
program in CHF million

Number of shares Average price in USD

January 2019

December 2019

1 UBS has an active share repurchase program to buy back up to CHF 2 billion of its own shares over the three-year period starting from March 2018. The share repurchase information in this table is disclosed in
Swiss francs as the share buybacks are transacted in Swiss francs on a separate trading line on the SIX Swiss Exchange. 2 This table excludes purchases for the purpose of hedging derivatives linked to UBS Group
AG shares and for market-making in UBS Group AG shares. The table also excludes UBS Group AG shares purchased by pension and retirement benefit funds for UBS employees, which are managed by a board of
UBS management and employee representatives in accordance with Swiss law. UBS's pension and other post-employment benefit funds purchased 966,902 UBS Group AG shares during the year and held
15,701,125 UBS Group AG shares as of 31 December 2019. 3 Based on the transaction date of the respective treasury share purchases. 4 The remaining volume of the share repurchase program as of
31 December 2019 was USD 465 million. This was calculated based on the remaining volume of CHF 450 million as of 31 December 2019 and the respective currency translation rate as of this date.

Trading volumes

For the year ended
31.12.18
3,277,995

31.12.17
3,084,804

31.12.19
4,161,555

1,000 shares

SIX Swiss Exchange total

“New York Stock Exchané-e; daily average 805-)" 664 585

Source: Reuters

198 For the purpose of this Supplement, this page is referred to as page 245



Listing of UBS Group AG shares

UBS Group AG shares are listed on the SIX Swiss Exchange (SIX).
They are also listed on the New York Stock Exchange (the NYSE)
as global registered shares. As such, they can be traded and
transferred across applicable borders, without the need for
conversion, with identical shares traded on different stock
exchanges in different currencies.

During 2019, the average daily trading volume of UBS Group
AG shares was 16.7 million shares on SIX and 0.8 million shares
on the NYSE. SIX is expected to remain the main venue for
determining the movement in our share price, because of the
high volume traded on this exchange.

Ticker symbols UBS Group AG

During the hours in which both SIX and the NYSE are
simultaneously open for trading (generally 3:30 p.m. to 5:30
p.m. Central European Time), price differences between these
exchanges are likely to be arbitraged away by professional
market-makers. Accordingly, the share price will typically be
similar between the two exchanges when considering the
prevailing US dollar / Swiss franc exchange rate. When SIX is
closed for trading, globally traded volumes will typically be
lower. However, the specialist firm making a market in UBS
Group AG shares on the NYSE is required to facilitate sufficient
liquidity and maintain an orderly market in UBS Group AG
shares throughout normal NYSE trading hours.

Security identification codes

Trading exchange SIX/NYSE Bloomberg Reuters
SIX Swiss Exchange UBSG UBSG SW UBSG.S
New York Stock Exchange UBS UBS UN UBS.N

For the purpose of this Supplement, this page is referred to as page 246
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Corporate
governance and
compensation

Management report

Audited information according to the Swiss law and applicable regulatory
requirements and guidance

Disclosures provided are in line with the requirements of article 663c para. 1 and 3 of the Swiss Code of Obligations
(supplementary disclosures for companies whose shares are listed on a stock exchange: shareholdings) and the Ordinance
against Excessive Compensation in Listed Stock Corporations (tables containing such information are marked as “Audited”
throughout this section), as well as other applicable regulations and guidance.




Corporate governance and compensation
Corporate governance

Corporate governance

UBS Group AG is subject to, and complies with, all relevant
Swiss legal and regulatory requirements regarding corporate
governance, including the SIX Swiss Exchange’s Directive on
Information Relating to Corporate Governance, as well as the
standards established in the Swiss Code of Best Practice for
Corporate Governance, including the appendix on executive
compensation.

In addition, as a foreign company with shares listed on the
New York Stock Exchange (the NYSE), UBS Group AG complies
with all relevant corporate governance standards applicable to
foreign private issuers.

The Organization Regulations of UBS Group AG, adopted by
the Board of Directors (the BoD) based on article 716b of the
Swiss Code of Obligations and articles 25 and 27 of the Articles
of Association of UBS Group AG, constitute our primary
corporate governance guidelines.

To the extent practicable, the governance structures of UBS
Group AG and UBS AG are aligned. UBS AG complies with all
relevant Swiss legal and regulatory corporate governance
requirements. As a foreign private issuer with debt securities
listed on the NYSE, UBS AG also complies with the relevant
NYSE corporate governance standards. The discussion in this
section refers to both UBS Group AG and UBS AG, unless
specifically noted otherwise or unless the information discussed
is relevant only to companies with listed shares and therefore
only applicable to UBS Group AG. This is in line with US
Securities and Exchange Commission regulations and NYSE
listing standards.

— Refer to the Articles of Association of UBS Group AG and of
UBS AG, and to the Organization Regulations of UBS Group AG,
available at www.ubs.com/governance and www.ubs.com/
ubs-ag-governance, for more information

s The SIX Swiss Exchange’s Directive on Information Relating to
Corporate Governance is available at
www.six-exchange-regulation.com/en/home/regulation/
issuer.html, the Swiss Code of Best Practice for Corporate
Governance is available at
www.economiesuisse.ch/en/publications/
swiss-code-best-practice-corporate-governance and the NYSE
rules are available at www.nyse.com/publicdocs/nyse/
listing/NYSE_Corporate_Governance_Guide.pdf
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Differences from corporate governance standards relevant
to US-listed companies

According to the NYSE listing standards on corporate governance,
foreign private issuers are required to disclose any significant ways
in which their corporate governance practices differ from those
that have to be followed by domestic companies. These
differences are discussed in the following paragraphs.

Responsibility of the Audit Committee with regard to
independent auditors

Our Audit Committee is responsible for the compensation,
retention and oversight of the independent auditors. It assesses
the performance and qualification of the external auditors and
submits its proposal for appointment, reappointment or removal
of the independent auditors to the full BoD. As required by the
Swiss Code of Obligations, the BoD then submits its proposal to
the shareholders for their vote at the Annual General Meeting
(the AGM). Under NYSE standards, the Audit Committee is also
responsible for the appointment of the independent auditors.

Discussion of risk assessment and risk management policies by
the Risk Committee

In accordance with the respective Organization Regulations of
UBS Group AG and UBS AG, the Risk Committee, instead of the
Audit Committee, oversees our risk principles and risk capacity
on behalf of the BoD. The Risk Committee is responsible for
monitoring our adherence to those risk principles and for
monitoring whether business divisions and control units
maintain appropriate systems of risk management and control.

Supervision of the internal audit function

The Chairman of the BoD (the Chairman) and the Audit
Committee share the supervisory responsibility and authority
with respect to the internal audit function. Under NYSE
standards, only the Audit Committee supervises the internal
audit function.
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Responsibility of the Compensation Committee for performance
evaluations of senior management of UBS Group AG

In line with Swiss law, our Compensation Committee, together
with the BoD, proposes for shareholder approval at the AGM
the maximum aggregate amount of compensation for the BoD,
the maximum aggregate amount of fixed compensation for the
Group Executive Board (the GEB) and the aggregate amount of
variable compensation for the GEB. The shareholders elect the
members of the Compensation Committee at the AGM. Under
NYSE standards, it is the responsibility of the Compensation
Committee to evaluate senior management performance and to
determine and approve, as a committee or together with the
other independent directors, the compensation thereof.

Proxy statement reports of the Audit Committee and the
Compensation Committee

NYSE listing standards would require the aforementioned
committees to submit their reports directly to shareholders.
However, under Swiss law, all our reports addressed to
shareholders, including those from the aforementioned
committees, are provided to and approved by the BoD, which
has ultimate responsibility to the shareholders.

Shareholders’ votes on equity compensation plans
While the NYSE standards would require shareholder approval
for the establishment of and material revisions to all equity
compensation plans, Swiss law authorizes the BoD to approve
compensation plans. Shareholder approval is only mandatory if
equity-based compensation plans require an increase in capital.
No shareholder approval is required if shares for such plans are
purchased in the market.
— Refer to “Board of Directors” in this section for more
information about the Board of Directors’ committees
— Refer to “Share capital structure” in this section for more
information about UBS Group AG’s capital
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Corporate governance and compensation
Corporate governance

Group structure and shareholders

Operational Group structure

As of 31 December 2019, the operational structure of the Group
is comprised of the Global Wealth Management, Personal &
Corporate Banking, Asset Management and Investment Bank
business divisions, as well as Corporate Center.
> Refer to the “Our businesses” section on page 20 of this report
for more information about our business divisions and
Corporate Center
—> Refer to “Financial and operating performance” on page 71 and
to “Note 2 Segment reporting” in the “Consolidated financial
statements” section on page 353 of this report for more
information
— Refer to the “Our evolution” section on page 14 of this report
for more information

Listed and non-listed companies belonging to the Group

The Group includes a number of consolidated entities, of which
only UBS Group AG shares are listed.

UBS Group AG's registered office is at Bahnhofstrasse 45,
CH-8001 Zurich, Switzerland. UBS Group AG shares are listed on
the SIX Swiss Exchange (ISIN: CH0244767585) and on the NYSE
(CUSIP: H42097107).

> Refer to “UBS shares” in the “Capital management” section on

page 197 of this report for information about UBS Group AG's
market capitalization and shares held by Group entities

— Refer to “Note 31 Interests in subsidiaries and other entities” in

the “Consolidated financial statements” section on page 464 of
this report for more information about the significant
subsidiaries of the Group

204

Significant shareholders

General rules

Under the Swiss Federal Act on Financial Market Infrastructures
and Market Conduct in Securities and Derivatives Trading of
19 June 2015 (the FMIA), anyone directly or indirectly, or acting
in concert with third parties, holding shares in a company listed
in Switzerland or holding derivative rights related to shares of
such a company must notify the company and the SIX Swiss
Exchange (the SIX) if the holding reaches, falls below or exceeds
one of the following thresholds: 3, 5, 10, 15, 20, 25, 334, 50 or
66%;% of voting rights, regardless of whether or not such rights
may be exercised. Nominee companies that cannot
autonomously decide how voting rights are exercised are not
required to notify the company and the SIX if they reach, exceed
or fall below the threshold percentages.

Pursuant to the Swiss Code of Obligations, we disclose in
“Note 24 Significant shareholders” to the UBS Group AG
standalone financial statements the identity of any shareholder
with a holding of more than 5% of the total share capital of
UBS Group AG.

For the purpose of this Supplement, this page is referred to as page 251



Shareholders subject to FMIA disclosure notifications

According to the mandatory FMIA disclosure notifications filed
with UBS Group AG and the SIX, as of 31 December 2019, the
following entities held more than 3% of the total share capital
of UBS Group AG: Artisan Partners Limited Partnership,
Milwaukee, disclosed a holding of 3.02% of the total share
capital of UBS Group AG on 20 September 2019; Norges Bank,
Oslo, disclosed a holding of 3.01% on 24 July 2019; Dodge &
Cox, San Francisco, disclosed a holding of 3.03% on
30 November 2018; BlackRock Inc., New York, disclosed a
holding of 4.99% on 28 August 2018; and MFS Investment
Management, Boston, disclosed a holding of 3.05% on
10 February 2016. As registration in the UBS share register is
optional, shareholders crossing the aforementioned thresholds
requiring SIX notification under FMIA, do not necessarily appear
in the below table.

The above disclosures have not been subsequently
superseded, and no new disclosures of significant shareholdings
have been made since 31 December 2019.

In accordance with the FMIA, the aforementioned holdings
are calculated in relation to the total share capital of UBS Group
AG reflected in its Articles of Association at the time of the
respective disclosure notification.

Information on disclosures under the FMIA is available at
www.six-exchange-regulation.com/en/home/publications/
significant-shareholders.htmi.

Shareholders registered in the UBS share register with 3% or

more of the share capital of UBS Group AG

As a supplement to the mandatory disclosure requirements

according to the SIX Swiss Exchange Corporate Governance

Directive, we disclose in the table below the shareholders (acting

in their own name or in their capacity as nominees for other

investors or beneficial owners), who were registered in the UBS

share register with 3% or more of the total share capital of UBS

Group AG as of 31 December 2019.

— Refer to “Shareholders’ participation rights” on page 211 of this

section for more information about “Voting rights, restrictions
and representation”

Cross-shareholdings
UBS Group AG has no cross-shareholdings where reciprocal

ownership would be in excess of 5% of capital or voting rights
with any other company.

Shareholders registered in the UBS share register with 3% or more of the total share capital

% of share capital 31.12.19 31.12.18 31.12.17
Chase Nominees Ltd., London' 10.94 12.08 11.16
DTC(Cede&Co)NewYork” .......................................................................................................................................................... B s e
NortrustNommeesLtdLondon* ....................................................................................................................................................... R e

1 Nominee companies and securities clearing organization cannot autonomously decide how voting rights are exercised and are therefore not obligated to notify UBS and the SIX if they reach, exceed or fall below
the threshold percentages according to the FMIA disclosure notification. Consequently, they do not appear in the above section “Shareholders subject to FMIA disclosure notifications.” 2 DTC (Cede & Co.), New

York, "The Depository Trust Company,” is a US securities clearing organization.
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Corporate governance and compensation
Corporate governance

Share capital structure

Ordinary share capital

At year-end 2019, UBS Group AG had 3,859,055,395 issued
shares with a par value of CHF 0.10 each, leading to a share
capital of CHF 385,905,539.50.

Under Swiss company law, shareholders must approve in a
general meeting of shareholders an ordinary share capital
increase or the creation of conditional or authorized share

Issued share capital of UBS Group AG

capital. In 2019, our shareholders were not asked to approve an
ordinary share capital increase or the creation of conditional or
authorized share capital.

Share capital increased during the year by 3,420,646 shares,
as shares were issued out of existing conditional capital due to
the exercise of employee options.

Share capital in CHF Number of shares Par value in CHF
As of 31 December 2018 385,563,475 3,855,634,749 0.10
Issue of shares out of conditional capital due to employee options exercised in 2019 342,065 3,420,646 0.10
As of 31 December 2019 385,905,540 3,859,055,395 0.10

Distribution of UBS shares

As of 31 December 2019

Shareholders registered Shares registered

Number of shares registered

Number % Number % of shares issued

1,326,318 0.0

Over 5% 2! 0.0

Total registered 221,077 100.0 55.5
e eg|ster L i 171 7498 S e
Total 221,077 100.0 3,859,055,395 100.0

10n 31 December 2019, Chase Nominees Ltd., London, entered as a fiduciary / nominee, was registered with 10.94% of all UBS shares issued. However, according to the provisions of UBS Group AG, voting rights
of fiduciaries / nominees are limited to a maximum of 5% of all UBS shares issued. The US securities clearing organization DTC (Cede & Co.), New York, was registered with 7.57% of all UBS shares issued and is

not subject to this 5% voting limit as a securities clearing organization.
31 December 2019.
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2 Of the total shares registered, 374,219,777 shares did not carry voting rights.

3 Shares not entered in the UBS share register as of
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Conditional share capital

At year-end 2019, the following conditional share capital was

available to UBS Group AG's BoD:

— A maximum of CHF 38,000,000 represented by up to
380,000,000 fully paid registered shares with a nominal value
of CHF 0.10 each, to be issued through the voluntary or
mandatory exercise of conversion rights and/or warrants
granted in connection with the issuance of bonds or similar
financial instruments on national or international capital
markets. This conditional capital allowance was approved
at the Extraordinary General Meeting (EGM) held on
26 November 2014, originally approved at the AGM of UBS
AG on 14 April 2010. The BoD has not made use of such
allowance.

Conditional capital of UBS Group AG

- A maximum of CHF12,170,583.00 represented by
121,705,830 fully paid registered shares with a par value of
CHF 0.10 each, to be issued upon exercise of employee
options issued to employees and members of the
management and of the BoD of UBS Group AG and its
subsidiaries. This conditional capital allowance was approved
by the shareholders at the same EGM in 2014.

— Refer to article 4a of the Articles of Association of UBS Group
AG for more information about the terms and conditions of the
issue of shares out of existing conditional capital. The Articles
of Association are available at www.ubs.com/governance

Maximum number of shares to

Year approved by Extraor-

As of 31 December 2019 be issued dinary General Meeting % of shares issued
Employee equity participation plans 121,705,830 2014 3.15
Conversion rights / warrants granted in connection with bonds 380,000,000 2014 9.85
Total 501,705,830 13.00
Authorized share capital Ownership

UBS Group AG had no authorized capital available to issue on
31 December 2019.

Changes in capital

In accordance with International Financial Reporting Standards,
Group equity attributable to shareholders was USD 54.5 billion
as of 31 December 2019 (2018: USD 52.9 billion; and 2017:
USD 52.5 billion). UBS Group AG shareholders’ equity was
represented by 3,859,055,395 issued shares as of 31 December
2019 (2018: 3,855,634,749 shares; and 2017: 3,853,096,603
shares).
> Refer to “Statement of changes in equity” in the “Consolidated
financial statements” section on page 310 of this report for
more information about changes in shareholders’ equity over
the last three years

Ownership of UBS Group AG shares is widely spread. The tables in
this section provide information about the distribution of UBS
Group AG shareholders by category and geographic location. This
information relates only to shareholders registered in the UBS share
register and cannot be assumed to be representative of UBS Group
AG's entire investor base or the actual beneficial ownership. Only
shareholders registered in the share register as “shareholders with
voting rights” are entitled to exercise voting rights.
_> Refer to “Shareholders’ participation rights” in this section for
more information

As of 31 December 2019, 1,767,337,419 UBS Group AG
shares were registered in the share register and carried voting rights,
374,219,777 shares were registered in the share register without
voting rights, and 1,717,498,199 shares were not registered in the
UBS share register. All shares were fully paid up and eligible for
dividends. There are no preferential rights for shareholders, and no
other classes of shares have been issued by UBS Group AG.
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Corporate governance and compensation
Corporate governance

Shareholders, legal entities and nominees: type and geographical distribution

Shareholders registered

As of 31 December 2019

Number %

Individual shareholders

Nominees, fiduciaries 201 0.1
JORAI TEGISIEIBA SNAIES | ooeeeeeeeeeeseeseessseeeesseeeeseeesesse s es e 2855558558585 55585585858
Unregistered shares
Total 221,077 100.0
Individual shareholders Legal entities Nominees Total
Number % Number % Number % Number %
Americas 1,959 0.9 118 0.1 93 0.0 2,170 1.0

Switzerland

Total registered shares

Unregistered shares

Total 216,339

221,077

At year-end 2019, UBS owned 243,021,296 UBS Group AG
registered shares, which corresponded to 6.30% of the total share
capital of UBS Group AG. At the same time, we had acquisition and
disposal positions relating to 270,270,154 and 177,652,614 voting
rights of UBS Group AG, corresponding to 7.01% and 4.61% of
the total voting rights of UBS Group AG, respectively. Of the
disposal positions, 4.03% consisted of voting rights on shares
deliverable in respect of employee awards. The calculation
methodology for the acquisition and disposal positions is based on
the Swiss Financial Market Supervisory Authority Ordinance on
Financial Market Infrastructure, which sets forth that all future
potential share delivery obligations, irrespective of the contingent
nature of the delivery, must be taken into account.

Employee share ownership

Employee share ownership is encouraged and made possible in a
variety of ways. One example is our Equity Plus Plan. This is a
voluntary plan that provides eligible employees with the opportunity
to purchase UBS Group AG shares at market value and receive, at
no additional cost, one notional UBS Group AG share for every
three shares purchased. If the shares purchased are held for three
years and the employee remains in employment, the notional shares
vest. Another example is the Equity Ownership Plan (EOP). This is a
mandatory deferral plan for all employees excluding GEB members,
Group Managing Directors (GMDs) and Group or Divisional Vice
Chair role holders, with total compensation greater than USD /
CHF 300,000. These employees receive 60% of their deferred
performance award under the EOP in notional shares (variations
apply for Asset Management). The plan includes provisions that
allow the firm to reduce or fully forfeit the unvested deferred

208

portion of the granted EOP award if an employee commits certain
harmful acts, and in most cases trigger forfeiture where
employment has been terminated. To encourage our employees to
develop and manage the business in a way that delivers sustainable
returns, EOP awards granted to certain senior employees will only
vest if both Group and business division performance conditions are
met.

As of 31 December 2019, UBS employees held an estimated
6% of UBS shares outstanding (including approximately 4% in
unvested/blocked actual and notional shares from our
compensation programs). These figures are based on known
shareholding information from employee participation plans,
personal holdings with UBS and selected individual retirement
plans. At the end of 2019, an estimated 31% of all employees
held UBS shares through the firm’s employee share participation
plans.

—» Refer to the “Compensation” section on page 242 of this report

for more information

Shares and participation certificates

UBS Group AG has a single class of shares, which are registered
shares in the form of uncertificated securities (in the sense of the
Swiss Code of Obligations) and intermediary-held securities (in
the sense of the Swiss Federal Act on Intermediated Securities).
Each registered share has a par value of CHF 0.10 and carries
one vote subject to the restrictions set out under
“Transferability, voting rights and nominee registration” on the
following page.
We have no participation certificates outstanding.
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Shares registered

Number %

1,1 4

2,141,557,196

1,717,498,199

3,859,055,395

Individual shareholders Legal entities

Nominees Total

Number of shares % Number of shares %

Number of shares % Number of shares %

2,893,962 0.1 32,768,837 0.8

395,673,760 10.3 431,336,559 11.2

415,726,990 10.8 434,343,908 11.3 25,466,276 0.7 875,537,174 22.7
_______________ 491586703 127 USO09NT9 T2 TSNS 995 TOiAseT%6 885
0 0 0 1,717,498,199 44.5

491,586,703 12.7 510,091,779 13.2 1,139,878,714 29.5 3,859,055,395 100.0

Our shares are listed on the NYSE as global registered shares.
As such, they can be traded and transferred across applicable
borders, without the need for conversion, with identical shares
traded on different stock exchanges in different currencies.

—> Refer to “UBS shares” in the “Capital management” section on

page 197 of this report for more information

Distributions to shareholders

The decision to pay a dividend and the amount of any dividend
depend on a variety of factors, including our profits, cash flow
generation and capital ratios.

At the 2020 AGM, the BoD intends to propose to
shareholders for approval a dividend of USD 0.73 per share for
the financial year 2019. Shareholders whose shares are held
through SIX SIS AG will receive dividends in Swiss francs, based
on a public exchange rate on the day prior to the ex-dividend
date. Shareholders holding shares through The Depository Trust
Company in New York and Computershare will be paid
dividends in US dollars.

As newly required under Swiss tax law, 50% of the dividend
will be paid out of retained earnings and the balance will be
paid out of capital contribution reserves. Dividends paid out of
capital contribution reserves are not subject to Swiss withholding
tax. The portion of the dividend paid out of retained earnings
will be subject to a 35% Swiss withholding tax. For US federal
income tax purposes, we expect that the dividend will be paid
out of current or accumulated earnings and profits.

Provided that the proposed dividend distribution out of
retained earnings and out of the capital contribution reserve will
be approved at the 2020 AGM, the payment of USD 0.73 per
share will be made on 7 May 2020 to holders of shares on the
record date 6 May 2020. The shares will be traded ex-dividend
as of 5 May 2020 and, accordingly, the last day on which the
shares may be traded with entitlement to receive the dividend
will be 4 May 2020.

In March 2018, UBS initiated a share repurchase program of
up to CHF 2 billion over a three-year period. The UBS shares
repurchased under the program will be canceled by means of a
capital reduction, to be proposed at future annual general
meetings. Under the program, UBS repurchased shares totaling
UsSD 1.567 billion during 2018 and 2019. In 2019, we
purchased a total of USD 0.8 billion of shares under our share
repurchase program. For the first half of 2020, we expect to
repurchase an additional USD 0.45 billion of shares. We will
assess further repurchases in the second half of 2020
considering  business  conditions and any idiosyncratic
developments.

—» Refer to “UBS shares” in the “Capital management” section on

page 197 of this report for more information about the share
repurchase program
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Corporate governance and compensation
Corporate governance

Transferability, voting rights and nominee registration

We do not apply any restrictions or limitations on the
transferability of shares. Voting rights may be exercised without
any restrictions by shareholders entered into the share register if
they expressly render a declaration of beneficial ownership
according to the provisions of the Articles of Association.

We have special provisions for the registration of fiduciaries
and nominees. Fiduciaries and nominees are entered in the share
register with voting rights up to a total of 5% of all issued UBS
Group AG shares if they agree to disclose, upon our request,
beneficial owners holding 0.3% or more of all issued UBS Group
AG shares. An exception to the 5% voting limit rule is in place
for securities clearing organizations, which applied as of
31 December 2019 to The Depository Trust Company in New
York.

> Refer to “Shareholders’ participation rights” in this section for

more information
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Convertible bonds and options

As of 31 December 2019, there were no contingent capital
securities or convertible bonds outstanding requiring the
issuance of new shares.
_» Refer to the “Capital management” section on page 175 of this
report for more information about our outstanding capital
instruments

As of 31 December 2019, there were no employee options
and stock appreciation rights outstanding. The last remaining
option awards and stock appreciation rights expired during
2019. Option-based compensation plans are sourced by issuing
new shares out of conditional capital. As of 31 December 2019,
121,705,830 unissued UBS Group AG shares in conditional
share capital were available for the issuance of new shares for
this purpose.

—» Refer to “Conditional share capital” in this section for more

information

—» Refer to “Note 30 Employee benefits: variable compensation” in

the “Consolidated financial statements” section on page 456 of
this report for more information about outstanding options and
stock appreciation rights
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Shareholders’ participation rights

We are committed to shareholder participation in our decision-
making process. During 2019, we continued to enhance the
online voting platform to offer our registered shareholders a
more convenient log-in and online voting process. Registered
shareholders are sent personal invitations to the general
meetings of shareholders. Together with the invitation materials,
they receive a personal one-time password and a QR code to
easily login to our online voting platform, where they can enter
their voting instructions or order an admission card for the
general meeting. For the 2019 general meeting, we introduced
various technological measures to be more environmentally
friendly.

Shareholders who choose not to receive the comprehensive
invitation materials are informed of the upcoming general
meeting by a short letter containing a personal one-time
password and a QR code for online voting as well as a reference
to www.ubs.com/agm, where all information for the upcoming
general meeting is available.

Relations with shareholders

We regularly inform all our shareholders about our activities and
performance, as well as other developments.
—> Refer to “Information policy” in this section for more
information

The Annual General Meeting of shareholders (the AGM)
offers shareholders the opportunity to raise any questions to the
Board of Directors (the BoD) and the Group Executive Board, as
well as to our internal and external auditors.

Voting rights, restrictions and representation

We place no restrictions on share ownership and voting rights.
However, pursuant to general principles formulated by the BoD,
nominee companies and fiduciaries, which normally represent a
large number of individual shareholders and may hold an
unlimited number of shares, have voting rights limited to a
maximum of 5% of all issued UBS Group AG shares in order to
avoid the risk of unknown shareholders with large stakes being
entered in the share register. Securities clearing organizations,
such as The Depository Trust Company in New York, are not
subject to this 5% voting limit.

Shareholders can exercise their voting rights conferred by the
shares only if they are registered in our share register with voting
rights. To register, shareholders must confirm that they have
acquired UBS Group AG shares in their own name and for their
own account. Nominee companies and fiduciaries are required
to sign an agreement confirming their willingness to disclose,
upon our request, individual beneficial owners holding more
than 0.3% of all issued UBS Group AG shares.

All shareholders registered with voting rights are entitled to
participate in general meetings of shareholders. If they do not
wish to attend in person, they may issue instructions to
support, reject or abstain for each individual item on the
meeting agenda, either by giving instructions to an
independent proxy in accordance with article 14 of the Articles
of Association (the AoA) or by appointing another registered
shareholder of their choice to vote on their behalf.
Alternatively, registered shareholders may issue their voting
instructions to the independent proxy electronically through
our online voting platform. Nominee companies normally
submit the proxy material to the beneficial owners and forward
the collected votes to the independent proxy.

—> Refer to the article 14 of the Articles of Association of UBS
Group AG for more information about the issuing of
instructions to independent voting right representatives. The
Articles of Association are available at
www.ubs.com/governance

Statutory quorums

Motions, including those regarding the election and re-election
of BoD members and the election of the auditors, are decided at
a general meeting of shareholders by an absolute majority of the
votes cast, excluding blank and invalid ballots. For the approval
of certain specific issues, the Swiss Code of Obligations requires
a positive vote from a two-thirds majority of the votes
represented at the given general meeting of shareholders, and
from the absolute majority of the par value of shares
represented at the meeting. Such issues include the creation of
shares with privileged voting rights, the introduction of
restrictions on the transferability of registered shares, conditional
and authorized capital increases, and restrictions or exclusions of
shareholders’ preemptive rights.

The AoA also require a two-thirds majority of votes
represented for approval of any change to their provisions
regarding the number of BoD members, any decision to remove
one-quarter or more of the BoD members, and any modification
to the provision establishing this qualified quorum.

Votes and elections are normally conducted electronically to
ascertain the exact number of votes cast. Voting by a show of
hands remains possible if a clear majority is predictable.
Shareholders representing at least 3% of the votes represented
may request that a vote or election be carried out electronically
or by written ballot. In order to allow shareholders to clearly
express their views on all individual topics, each item on the
agenda is put to a vote separately and BoD members are elected
on a person-by-person basis.
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Corporate governance and compensation
Corporate governance

Convocation of general meetings of shareholders

The AGM must be held within six months of the close of the
financial year (31 December) and normally takes place after the
publication of the first quarter results. In 2020, the AGM will
take place on 29 April.

Extraordinary General Meetings (EGMs) may be convened
whenever the BoD or the auditors consider it necessary.
Shareholders individually or jointly representing at least 10% of
the share capital may at any time, including during an AGM,
require, by way of a written statement, that an EGM be
convened to address a specific issue they put forward.

A personal invitation including a detailed agenda is made
available to every registered shareholder at least 20 days ahead
of the scheduled general meeting. The agenda items are also
published in the Swiss Official Gazette of Commerce, as well as
at www.ubs.com/agm.

Placing of items on the agenda

Pursuant to our AO0A, shareholders individually or jointly
representing shares with an aggregate minimum par value of
CHF 62,500 may submit proposals for matters to be placed on
the agenda for consideration at the next general meeting of
shareholders.

At the end of January, the invitation to submit such proposals
is published in the Swiss Official Gazette of Commerce and at
www.ubs.com/agm. Requests for items to be placed on the
agenda must include the actual motions to be put forward,
together with a short explanation. Such requests must be
submitted to the BoD 50 days prior to the general meeting of
shareholders, including a statement from the depository bank
confirming the number of shares held by the requesting
shareholder(s) and that these shares are blocked from sale until
the end of the general meeting of shareholders. The BoD
formulates opinions on the proposals, which are published
together with the motions.
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Registrations in the share register

Around 220,000 shareholders are directly registered in the UBS
share register and some 145,000 US shareholders are registered
via hominee companies.

The share register of UBS Group AG is an internal, non-public
register subject to statutory confidentiality, secrecy, privacy and
data protection regulations, which are imposed on UBS Group
AG to protect shareholders registered therein. In general, third
parties and shareholders have no inspection rights with regard
to data related to other shareholders. Disclosure of such data is
permitted only in specific and limited instances. In line with the
Swiss Federal Act on Data Protection, the disclosure of personal
data as defined thereunder is only allowed with the consent of
the registered shareholder and in cases where there is an
overriding private or public interest or if explicitly provided for by
Swiss law. The law contains specific reporting duties, such as in
relation to significant shareholders (refer to the “Significant
shareholders” section of this report for more information).
Disclosure may also be required or requested by a court of a
competent jurisdiction, by any regulatory body that regulates the
conduct of UBS Group AG or by other statutory provisions.

The general rules for entry into our Swiss share register with
voting rights as described in article 5 of our AoA also apply
before general meetings of shareholders. The same rules apply
to our US transfer agent that operates the US share register for
all UBS Group AG shares in a custodian account in the US. In
order to determine the voting rights of each shareholder, our
share register generally closes two business days prior to a
general meeting of shareholders. Our independent proxy agent
processes voting instructions from shareholders as long as
technically possible, generally also until two business days before
a general meeting of shareholders. Such technical closure of our
share register only facilitates the determination of the actual
voting rights of every shareholder that issued a voting
instruction. Irrespective of the technical closure, shares that are
registered in our share register are never immobilized and are
freely tradable at any time, irrespective of any issued voting
instructions.
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Board of Directors

The Board of Directors (the BoD) of UBS Group AG, under the
leadership of the Chairman of the BoD (the Chairman), consists
of between 6 and 12 members as per our Articles of Association
(the AoA).

The BoD decides on the strategy of the Group upon
recommendation by the Group Chief Executive Officer (the
Group CEO) and is responsible for the overall direction,
supervision and control of the Group and its management, as
well as for supervising compliance with applicable laws, rules
and regulations. The BoD exercises oversight over UBS Group
AG and its subsidiaries and is responsible for establishing a clear
Group governance framework to provide effective steering and
supervision of the Group, taking into account the material risks
to which UBS Group AG and its subsidiaries are exposed. The
BoD has ultimate responsibility for the success of the Group and
for delivering sustainable shareholder value within a framework
of prudent and effective controls. It also approves all financial
statements for issue and appoints and removes all Group
Executive Board (GEB) members.

The BoD of UBS AG, under the leadership of the Chairman,
decides on the strategy of UBS AG upon recommendation by
the President of the Executive Board and exercises the ultimate
supervision on management. Its ultimate responsibility for the
success of UBS AG is exercised subject to the parameters set by
the Group.

Members of the Board of Directors

At the AGM on 2 May 2019, David Sidwell, Jeremy Anderson,
Reto Francioni, Fred Hu, Julie G. Richardson, lIsabelle Romy,
Robert W. Scully, Beatrice Weder di Mauro and Dieter Wemmer
were re-elected as members of the BoD. Michel Demaré and
Ann F. Godbehere did not stand for re-election, as they both
retired after serving for the BoD since 2009 and reaching their
10-year term limit; the biographies of Mr. Demaré and Ms.
Godbehere can be found on pages 227 and 228 of the UBS
Group AG Annual Report 2018 available under “Annual
reporting” at www.ubs.com/investors. William C. Dudley and
Jeanette Wong were elected for their first term. At the same
time, Axel A. Weber was re-elected Chairman of the BoD, and
Julie G. Richardson, Dieter Wemmer, Reto Francioni and Fred Hu
were elected as members of the Compensation Committee.

Additionally, ADB Altorfer Duss & Beilstein AG was elected as
independent proxy agent. Following their election, the BoD
appointed David Sidwell as Vice Chairman and Senior
Independent Director of UBS Group AG.

On 10 January 2020, the BoD announced that Nathalie
Rachou and Mark Hughes would be nominated for election to
the UBS Group AG and UBS AG BoD at the forthcoming annual
general meetings. Nathalie Rachou is a senior advisor at Rouvier
Associés and Mark Hughes was Group Chief Risk Officer of
Royal Bank of Canada until 2018. David Sidwell and Isabelle
Romy will not stand for re-election, after completing terms of
office on the BoD of twelve and eight years, respectively.

Article 31 of our AoA limits the number of mandates that
members of the BoD may hold outside the UBS Group to four
board memberships in listed companies and five additional
mandates in non-listed companies. Mandates in companies that
are controlled by us or that control us are not subject to this
limitation. In addition, members of the BoD may hold no more
than 10 mandates at UBS's request and 10 mandates in
associations, charitable organizations, foundations, trusts, and
employee welfare foundations. On 31 December 2019, no
member of the BoD reached the thresholds described in article
31 of our AoA.

The following biographies provide information on the BoD
members and the Group Company Secretary. In addition to
information on mandates, the biographies include information
on memberships or other activities or functions, as required by
the SIX Swiss Exchange Corporate Governance Directive.

No member of the BoD currently carries out or has carried out
over the past three years operational management tasks within
the Group; all members of the BoD are therefore non-executive
members.

All members of UBS Group AG's BoD are also members of
UBS AG’s BoD, and committee membership is the same for both
entities. The Senior Independent Director function relates only to
UBS Group AG.

In 2019, UBS AG's BoD had three permanent committees: the
Audit Committee, the Compensation Committee and the Risk
Committee. In addition to the aforementioned permanent
committees, UBS Group AG also had the Corporate Culture and
Responsibility Committee, as well as the Governance and
Nominating Committee.

For the purpose of this Supplement, this page is referred to as page 260 213

=
s}
k=]
©
wv
=
[
o
S
o
o
o)
o
©
()
O
=
©
e
=
(<%
>
s}
o)
[
]
©
o
o
%
2
(s}
V)


https://www.ubs.com/investors

Corporate governance and compensation
Corporate governance

=

iy

3
Axel A. Weber

Chairman, non-executive member of the Board

Year of initial election
UBS: 2012 (UBS Group AG: 2014, UBS AG: 2012)

Year of birth | Nationality
1957 | German

Professional history and education

Axel A. Weber was elected to the Board of Directors (BoD) of UBS AG at
the 2012 AGM and of UBS Group AG in 2014. He is Chairman of the
BoD of both UBS AG and UBS Group AG. He has chaired the
Governance and Nominating Committee since 2012 and became
Chairperson of the Corporate Culture and Responsibility Committee in
2013. Mr. Weber was President of the German Bundesbank between
2004 and 2011, during which time he also served as a member of the
Governing Council of the European Central Bank, as a member of the
Board of Directors of the Bank for International Settlements, as German
governor of the International Monetary Fund, and as a member of the
G7 and G20 Ministers and Governors. He was a member of the steering
committees of the European Systemic Risk Board in 2011 and the
Financial Stability Board from 2010 to 2011. From 2002 to 2004, Mr.
Weber served as a member of the German Council of Economic Experts.
His academic career encompasses professorships in international
economics, monetary economics and economic theory at the universities
of Cologne, Frankfurt am Main, Bonn and Chicago. Mr. Weber holds a
master’s degree in economics from the University of Constance and a
PhD in economics from the University of Siegen, where he also received
his habilitation. He holds honorary doctorates from the universities of
Duisburg-Essen and Constance.
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Other activities and functions

— Member of the Board of the Swiss Bankers Association

— Member of the Board of Trustees of Avenir Suisse

— Member of the Board of the Swiss Finance Council

— Chairman of the Board of the Institute of International Finance

— Member of the European Financial Services Round Table

— Member of the European Banking Group

— Member of the International Advisory Councils of the China Banking
and Insurance Regulatory Commission and China Securities Regulatory
Commission

— Member of the International Advisory Panel, Monetary Authority of
Singapore

— Member of the Group of Thirty, Washington, DC

— Chairman of the Board of Trustees of DIW Berlin

— Member of the Advisory Board of the Department of Economics,
University of Zurich

— Member of the Trilateral Commission

Key competencies

— Finance, audit, accounting

— Risk management

— Regulatory authority, central bank

— ESG (environment, social and governance)

Leadership experience
— CEO, Chairman
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David Sidwell

Vice Chairman, Senior Independent Director,
non-executive member of the Board

Year of initial election
UBS: 2008 (UBS Group AG: 2014, UBS AG: 2008)

Year of birth | Nationality
1953 | American (US) and British

Professional history and education

David Sidwell was elected to the BoD of UBS AG at the 2008 AGM and
of UBS Group AG in 2014. He is Vice Chairman and Senior Independent
Director. He has chaired the Risk Committee since 2008 and has been a
member of the Governance and Nominating Committee since 2011. Mr.
Sidwell was Executive Vice President and CFO of Morgan Stanley
between 2004 and 2007. Before joining Morgan Stanley, he worked for
JPMorgan Chase & Co., where, in his 20 years of service, he held a
number of different positions, including controller and, from 2000 to
2004, CFO of the Investment Bank. Prior to this, he was with Price
Waterhouse in both London and New York. Mr. Sidwell graduated from
Cambridge University and qualified as a chartered accountant with the
Institute of Chartered Accountants in England and Wales.

Other activities and functions

— Senior advisor at Oliver Wyman, New York

— Member of the Board of Chubb Limited

— Member of the Board of GAVI Alliance

— Member of the Board of Village Care, New York

Key competencies

Banking (wealth management, asset management, personal and
corporate banking; insurance)

Investment banking, capital markets

Finance, audit, accounting

Risk management

Leadership experience
— Executive board leadership

Jeremy Anderson

Non-executive member of the Board

Year of initial election
UBS: 2018

Year of birth | Nationality
1958 | British

Professional history and education

Jeremy Anderson was elected to the BoD of UBS AG and UBS Group AG
at the 2018 AGM. He has chaired the Audit Committee and has been a
member of the Corporate Culture and Responsibility Committee since
2018. Since 2019, he has been a member of the Governance and
Nominating Committee. He was Chairman of Global Financial Services at
KPMG International from 2010 to 2017. He has spent over 30 years
working with the banking and insurance industry in an advisory capacity,
covering a broad range of topics, including strategy, audit and risk
management, technology-enabled transformation, mergers and bank
restructuring. Mr. Anderson was the founding sponsor of KPMG's
Global Fintech Network in 2014 and is a regular participant at FinTech
events across Europe, the US and Asia. He joined KPMG International in
2004 and was Head of Financial Services KPMG Europe from 2006 to
2011 as well as Head of Clients and Markets KPMG Europe from 2008
to 2011. From 2004 to 2008 he was in charge of its UK Financial
Services Practice. Prior to that, he served as a member of the Group
Management Board of Atos Origin and as Head of its UK operations
after Atos acquired KPMG Consulting UK in 2002. In this capacity he
managed Atos’ consulting, systems integration and IT outsourcing
services in the UK. Mr. Anderson joined KPMG's UK consulting business
in 1985 and led the firm as CEO from 2000 to 2002, having previously
been a partner in its financial services business. He started his career as a
software developer with Triad Computing Systems in 1980.
Mr. Anderson holds a bachelor’s degree in economics from University
College London.

Other activities and functions

— Member of the Board of Prudential plc

— Trustee of the UK’s Productivity Leadership Group
— Trustee of Kingham Hill Trust

Trustee of St. Helen's Bishopsgate

Key competencies

— Banking (wealth management, asset management, personal and
corporate banking; insurance)

— Finance, audit, accounting

— Risk management

— Technology, cybersecurity

Leadership experience
— Executive board leadership
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William C. Dudley

Non-executive member of the Board

Year of initial election
UBS: 2019

Year of birth | Nationality
1953 | American (US)

Professional history and education

William C. Dudley was elected to the BoD of UBS AG and UBS Group AG
at the 2019 AGM. He has been a member of the Corporate Culture and
Responsibility Committee and of the Risk Committee since 2019.
Currently, Mr. Dudley is a Senior Research Scholar at the Griswold
Center for Economic Policy Studies at Princeton University. He became
CEO of the Federal Reserve Bank of New York (the NY Fed) in 2009 and
held that position until 2018. During this time, his focus areas included
cultural behavior and social and governance topics in the financial world.
As CEO, he served as the vice chairman and a permanent member of the
Federal Open Market Committee. Previously, Mr. Dudley served as
Executive Vice President of the Markets Group at the NY Fed and Head
of the Markets Group from 2007 to 2009. Prior to his time with the NY
Fed, Mr. Dudley joined Goldman Sachs in 1986 and held several senior
management positions. He was a Partner and Managing Director and for
a decade the Chief US Economist. In 2012, Mr. Dudley was appointed
chairman of the Committee on the Global Financial System of the Bank
for International Settlements (BIS). Prior to that, he served as chairman of
the former Committee on Payment and Settlement Systems of the BIS
from 2009 to 2012. He was a member of the Board of Directors of the
BIS from 2009 to 2018. He holds a bachelor’s degree from New College
of Florida and received his doctorate in economics from the University of
California, Berkeley in 1982.

Other activities and functions

— Member of the Group of Thirty

— Member of the Council on Foreign Relations

— Member of the Bretton Woods Committee’s Advisory Council

Key competencies

— Investment banking, capital markets

— Risk management

— Regulatory authority central bank

— ESG (environment, social and governance)

Leadership experience
— CEO, Chairman
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Reto Francioni

Non-executive member of the Board

Year of initial election
UBS: 2013 (UBS Group AG: 2014, UBS AG: 2013)

Year of birth | Nationality
1955 | Swiss

Professional history and education

Reto Francioni was elected to the BoD of UBS AG at the 2013 AGM and
of UBS Group AG in 2014. He has been a member of the Risk
Committee since 2015 and of the Compensation Committee since 2019.
He was CEO of Deutsche Borse AG from 2005 to 2015. Since 2006, he
has been a professor of Financial Market Research at the University of
Basel. From 2002 to 2005, Mr. Francioni was Chairman of the
Supervisory Board and President of the SWX Group, Zurich, placing him
at the heart of digitalization within the industry. Mr. Francioni was Co-
CEO and Spokesman for the Board of Directors of Consors AG,
Nuremberg, from 2000 to 2002. Between 1993 and 2000, he held
various management positions at Deutsche Borse AG, including that of
Deputy CEO from 1999 to 2000. There he drove a fundamental
transformation to shape it as a world leader in technology. From 1992 to
1993, he served in the corporate finance division of Hoffmann-La Roche,
Basel. Prior to this, he was on the Executive Board of Association
Tripartite Bourses for several years. From 1985 to 1988, he worked for
Credit Suisse, holding positions in the equity sales and legal
departments. He started his professional career in 1981 in the commerce
division of Union Bank of Switzerland. Mr. Francioni completed his law
degree at the University of Zurich in 1981 and earned his PhD from that
same university in 1987.

Other activities and functions

— Member of the Board of Coca-Cola HBC AG (Senior Independent
Non-Executive Director, chair of the nomination committee)

— Chairman of the Board of Swiss International Air Lines AG

— Member of the Board of MedTech Innovation Partners AG

— Executive Director and member of myTAMAR GmbH

Key competencies

— Investment banking, capital markets

— Risk management

— Human resources management, including compensation
— Technology, cybersecurity

Leadership experience
- CEO, Chairman
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Fred Hu

Non-executive member of the Board

Year of initial election
UBS: 2018

Year of birth | Nationality
1963 | Chinese

Professional history and education

Fred Hu was elected to the BoD of UBS AG and UBS Group AG at the
2018 AGM. He has been a member of the Compensation Committee
since 2019. Mr. Hu has been chairman of Primavera Capital Group, a
China-based global investment firm, since 2010. Through his numerous
investments in leading technology companies over the years, he has
obtained profound knowledge in the areas of mobile internet,
digitalization and cybersecurity. Prior to founding Primavera, Mr. Hu held
various senior positions at Goldman Sachs from 1997 to 2010, where he
was instrumental in building the firm's franchise in the region. He was a
Partner and chairman of Greater China from 2008 to 2010 and a Partner
and Co-Head of Investment Banking China from 2004 to 2008. Before
that, he held the position of Goldman Sachs’ Chief Economist. From
1991 to 1996, he served as an economist at the International Monetary
Fund in Washington, DC, and after that was Co-Director of the National
Center for Economic Research and a professor at Tsinghua University.
Mr. Hu holds a master’s in engineering science from Tsinghua University,
and a master’s and a PhD in economics from Harvard University.

Other activities and functions

— Non-executive Chairman of the Board of Yum China Holdings
(chair of the nomination and governance committee)

— Member of the Board of ICBC

— Member of the Board of Hong Kong Exchanges and Clearing Ltd.

— Member of the Board of China Asset Management

— Member of the Board of Minsheng Financial Leasing Co.

— Trustee of the China Medical Board

— Governor of the Chinese International School in Hong Kong

— Co-Chairman of the Nature Conservancy Asia Pacific Council

— Director and member of the Executive Committee of China Venture
Capital and Private Equity Association Ltd.

— Member of the Global Advisory Board of the Council on Foreign
Relations

Key competencies

— Investment banking, capital markets
— Risk management

— Technology, cybersecurity

— Regulatory authority, central bank

Leadership experience
— CEO, Chairman
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Julie G. Richardson

Non-executive member of the Board

Year of initial election
UBS: 2017

Year of birth | Nationality
1963 | American (US)

Professional history and education

Julie G. Richardson was elected to the BoD of UBS AG and UBS Group
AG at the 2017 AGM. She has been a member of the Compensation
Committee since 2018 and its Chairperson since 2019. She also has
been a member of the Risk Committee since 2017 and of the
Governance and Nominating Committee since 2019. From 2003 to
2012, Ms. Richardson was a Partner and Head of the New York Office of
Providence Equity Partners, a global private equity firm specializing in
equity investments in media, communications, education and
information companies. She acted as a senior advisor to the partnership
until 2014. From 1998 to 2003, Ms. Richardson served as Vice Chairman
of the Investment Banking division of JPMorgan Chase & Co. and Head
of its Global Telecommunications, Media and Technology group.
Throughout her career, she has spent significant time with both
incumbent and new technology companies, including being a board
member of a digital knowledge management company since 2015. After
graduating, she started with Merrill Lynch in 1986, where she worked
until 1998, in her last position as Managing Director Media and
Communications Investment Banking. Ms. Richardson graduated from
the University of Wisconsin-Madison with a bachelor’s degree in business
administration.
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Other activities and functions

— Member of the Board of Yext (chair of the audit committee)

— Member of the Board of Vereit, Inc. (chair of the compensation
committee)

— Member of the Board of Datadog (chair of the audit committee)

Member of the Board of The Hartford Financial Services Group, Inc

(resignation effective 1 April 2020)

Key competencies

— Investment banking, capital markets

— Risk management

— Human resources management, including compensation
— Technology, cybersecurity
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Isabelle Romy

Non-executive member of the Board

Year of initial election
UBS: 2012 (UBS Group AG: 2014, UBS AG: 2012)

Year of birth | Nationality
1965 | Swiss

Professional history and education

Isabelle Romy was elected to the BoD of UBS AG at the 2012 AGM and
of UBS Group AG in 2014. She has been a member of the Audit
Committee and of the Governance and Nominating Committee since
2012. Ms. Romy is a partner at Froriep Legal AG, a large Swiss business
law firm. From 1995 to 2012, she worked for another major Swiss law
firm based in Zurich, where she was a partner from 2003 to 2012. Her
legal practice includes litigation and arbitration in cross-border cases. Ms.
Romy has been a professor at the University of Fribourg and at the
Federal Institute of Technology in Lausanne (EPFL) since 1996. Between
2003 and 2008, she served as a deputy judge at the Swiss Federal
Supreme Court. From 1999 to 2006, she was a member of the Ethics
Commission at the EPFL. Ms. Romy earned her doctorate in law (Dr. iur.)
at the University of Lausanne in 1990 and has been a qualified attorney-
at-law admitted to the bar since 1991. From 1992 to 1994, she was a
visiting scholar at Boalt Hall School of Law, University of California,
Berkeley, and completed her professorial thesis at the University of
Fribourg in 1996.

Other activities and functions

— Member of the Board of Froriep Legal AG

— Chair of the Board of Central Real Estate Holding AG

— Chair of the Board of Central Real Estate Basel AG

— Vice Chairman of the Sanction Commission of the SIX Swiss Exchange

— Member of the Fundraising Committee of the Swiss National
Committee for UNICEF

— Member of the Supervisory Board of the CAS program Financial
Regulation of the University of Bern and University of Geneva

Key competencies

— Finance, audit, accounting

— Legal, compliance

— Regulatory authority, central bank

— ESG (environment, social and governance)
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Robert W. Scully

Non-executive member of the Board

Year of initial election
UBS: 2016

Year of birth | Nationality
1950 | American (US)

Professional history and education

Robert W. Scully was elected to the BoD of UBS AG and UBS Group AG
at the 2016 AGM. He has been a member of the Risk Committee since
2016. Mr. Scully served as a member of the Office of the Chairman of
Morgan Stanley from 2007 to 2009 and was its Co-President responsible
for Asset Management, Discover Credit Cards from 2006 to 2007. Prior
to assuming the position of Co-President, he was Chairman of Global
Capital Markets from 2004 to 2006, Vice Chairman of Investment
Banking from 1999 to 2006, and Managing Director from 1996 to
2009. Mr. Scully was Managing Director at Lehman Brothers from 1993
to 1996, having worked for Scully Brothers Foss & Wight from 1989 to
1993 as Managing Director and for Salomon Brothers in Investment
Banking and Capital Markets from 1980 to 1989, where he became a
Managing Director in 1984. He began his career in the banking industry
with Chase Manhattan Bank in 1972 and then worked as an investment
banker for Blyth Eastman Dillon & Co. from 1977 to 1980. Mr. Scully
graduated from Princeton University in 1972 with a bachelor’s degree in
psychology and holds an MBA from Harvard University.

Other activities and functions

— Member of the Board of Chubb Limited (chair of the audit committee)
— Member of the Board of Zoetis, Inc.

— Member of the Board of KKR & Co. Inc.

— Member of the Board of Teach For All

Key competencies

— Banking (wealth management, asset management, personal and
corporate banking; insurance)

— Investment banking, capital markets

- Finance, audit, accounting

— Risk management

Leadership experience
— Executive board leadership
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Beatrice Weder di Mauro

Non-executive member of the Board

Year of initial election
UBS: 2012 (UBS Group AG: 2014, UBS AG: 2012)

Year of birth | Nationality
1965 | Swiss and Italian

Professional history and education

Beatrice Weder di Mauro was elected to the BoD of UBS AG at the 2012
AGM and of UBS Group AG in 2014. She has been a member of the
Audit Committee since 2012 and became a member of the Corporate
Culture and Responsibility Committee in 2017. She was a member of the
Risk Committee from 2013 to 2017. Since 2019, Ms. Weder di Mauro
has been a professor of international economics at the Graduate
Institute Geneva (IHEID) and since 2018 has been President of the Centre
for Economic Policy Research in London. Since 2016, she has been a
research professor and distinguished fellow at the Emerging Markets
Institute at INSEAD in Singapore. From 2001 to 2018, she held the Chair
of International Macroeconomics at the Johannes Gutenberg University
of Mainz and was a member of the German Council of Economic Experts
from 2004 to 2012. She held visiting positions at the International
Monetary Fund (IMF) in Washington, DC, at the National Bureau of
Economic Research in Cambridge, MA, and at the United Nations
University in Tokyo. Prior to that, she worked as an economist at the IMF
and the World Bank in Washington, DC. She received a PhD and a
habilitation in economics from the University of Basel. Since 2005,
Ms. Weder di Mauro has served as an independent director on the
boards of globally leading companies in development finance,
pharmaceuticals, technology and insurance.

Other activities and functions

— Member of the Supervisory Board of Robert Bosch GmbH

— Member of the Board of Bombardier Inc.

— Member of the Foundation Board of the International Center for
Monetary and Banking Studies (ICMB)

Key competencies

— Finance, audit, accounting

— Risk management

— Regulatory authority, central bank

— ESG (environment, social and governance)
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Dieter Wemmer

Non-executive member of the Board

Year of initial election
UBS: 2016

Year of birth | Nationality
1957 | Swiss and German

Professional history and education

Dieter Wemmer was elected to the BoD of UBS AG and UBS Group AG
at the 2016 AGM. He has been a member of the Compensation
Committee since 2018 and of the Audit Committee since 2019.
Mr. Wemmer was Chief Financial Officer (CFO) of Allianz SE from 2013
to 2017. He joined Allianz SE in 2012 as a member of the Board of
Management, responsible for the insurance business in France, Benelux,
Italy, Greece and Turkey and for the “Global Property & Casualty”
Center of Competence. He was CFO of Zurich Insurance Group from
2007 to 2011. From 2010 to 2011, he was Zurich's Regional Chairman
of Europe. Prior to that, Mr. Wemmer was CEO of the Europe General
Insurance business and member of Zurich’s Group Executive Committee
from 2004 to 2007. He held various other management positions in the
Zurich Group, such as Chief Operating Officer of the Europe General
Insurance business from 2003 to 2004, Head of Mergers and
Acquisitions from 1999 to 2003 and Head of Financial Controlling from
1997 to 1999. Mr. Wemmer began his career in the insurance industry
within the Zurich Group in 1986 in Cologne, after graduating from the
University of Cologne with a master’s degree and acquiring his doctorate
in mathematics in 1985.
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Other activities and functions

— Member of the Board of @rsted A/S (chair of the audit and risk
committee)

— Member of the Berlin Center of Corporate Governance

Key competencies

— Banking (wealth management, asset management, personal and
corporate banking; insurance)

— Investment banking, capital markets

— Finance, audit, accounting

— Risk management

Leadership experience
— Executive board leadership
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Jeanette Wong

Non-executive member of the Board

Year of initial election
UBS: 2019

Year of birth | Nationality
1960 | Singaporean

Professional history and education

Jeanette Wong was elected to the BoD of UBS AG and UBS Group AG at
the 2019 AGM. She has been a member of the Audit Committee since
2019. Ms. Wong was Group Executive responsible for the Institutional
Banking business at the Singapore-based DBS Group from 2008 to
March 2019, encompassing Corporate Banking, Global Transaction
Services, Strategic Advisory and Mergers & Acquisitions. Previously, she
served as Chief Financial Officer of the DBS Group between 2003 and
2008. Ms. Wong has spent more than 30 years working in different
senior management roles within the financial industry in Singapore. She
started her career in 1982 with positions at Banque Paribas and
Citibank, before helping to build up JP Morgan’s Asia and emerging
markets business over a sixteen-year career with the firm. She holds an
MBA from the University of Chicago and a bachelor's in business
administration from the National University of Singapore.

Other activities and functions

— Member of the Board of Essilor International / EssilorLuxottica

— Member of the Board of Jurong Town Corporation

— Member of the Board of PSA International

— Member of the Board of FFMC Holdings Pte. Ltd. and of Fullerton
Fund Management Company Ltd.

— Member of the Management Advisory Board of NUS Business School

— Member of the Global Advisory Board, Asia, University of Chicago
Booth School of Business

— Member of the Securities Industry Council

Key competencies

- Banking (wealth management, asset management, personal and
corporate banking; insurance)

— Investment banking, capital markets

— Finance, audit, accounting

— ESG (environment, social and governance)

Leadership experience
— Executive board leadership

Markus Baumann

Group Company Secretary

Year of birth | Nationality
1963 | Swiss

Professional history and education

Markus Baumann was appointed Group Company
Secretary of UBS Group AG and Company Secretary
of UBS AG by the BoD in 2017. He has been with
UBS for 40 years and has held a broad range of
leadership roles across the Group in Switzerland, the
US and Japan, including Chief of Staff to the
Chairman of the BoD since 2015 and Chief
Operating Officer of Group Internal Audit from 2006
to 2015. Before this, he worked as Chief Operating
Officer EMEA for UBS Asset Management. Earlier in
his career, Mr. Baumann worked in Japan for four
years as Corporate Planning Officer and assistant to
the CEO. He joined UBS in 1979 as a banking
apprentice, covering the full range of universal
banking activities. Mr. Baumann holds an MBA from
INSEAD Fontainebleau and a Swiss Federal Diploma
as a Business Analyst.

220 For the purpose of this Supplement, this page is referred to as page 267



Elections and terms of office

Shareholders annually elect each member of the BoD
individually, as well as the Chairman and the members of the
Compensation Committee, based on proposals from the BoD.

As set out in the Organization Regulations, BoD members are
normally expected to serve for a minimum of three years. No
BoD member may serve for more than 10 consecutive terms of
office. In exceptional circumstances, the BoD may extend this
limit.

—s Refer to “Skills, expertise and training of the Board of

Directors” in this section for more information

Organizational principles and structure

Following each AGM, the BoD meets to appoint one or more
Vice Chairmen, a Senior Independent Director, the BoD
committee members (other than the Compensation Committee
members, who are elected by the shareholders) and the
respective committee Chairpersons. At the same meeting, the
BoD appoints a Group Company Secretary, who acts as secretary
to the BoD and its committees.

According to the Articles of Association and the Organization
Regulations, the BoD meets as often as business requires, but it
must meet at least six times a year. During 2019, a total of 23
BoD meetings and calls were held, 15 of which were attended
by GEB members. Average participation in the BoD meetings
and calls was 98%. In addition to the BoD meetings attended by
GEB members, the Group CEO attended some of the meetings
of the BoD without GEB participation. The average duration of
the meetings and calls was 145 minutes. In 2019, the frequency
and length of the combined meetings were the same for UBS
Group AG and UBS AG. Additionally, eight ad hoc calls were
held, two of which were without GEB members. Furthermore, a
two-day crisis management and simulation exercise was held.

At every BoD meeting, each committee Chairperson provides
the BoD with an update on current activities of his or her
committee as well as important committee issues.

In response to the growing importance of legal entity
governance, standalone meetings of the UBS AG BoD were held.
In 2019, four UBS AG meetings were held with members of the
Executive Board in attendance. Standalone meetings are held on
a regular basis to discuss and agree on legal entity governance
and other topics related to UBS AG. Furthermore, we enhanced
the coordination and exchange of information between UBS
Group AG and its significant group entities. Joint meetings
between the Group BoD and the boards of directors of all
significant group entities have been introduced. In addition, a
two-day annual workshop attended by all independent members
of the boards of the Group and significant group entities was
held, for the third time, to strengthen entity governance.

For the purpose of this Supplement, this page is referred to as page 268 221
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Corporate governance and compensation
Corporate governance

Performance assessment

An external assessment of the effectiveness of the BoD was
started at the end of 2018 and concluded in May 2019. This
external review was commissioned in line with the regular
schedule of performing an independent external assessment
every third year. In each year when there is no independent
external assessment, a thorough self-assessment is completed at
the level of the BoD, while the committees perform self-
assessments every year. All BoD members, the Group CEO,
selected members of the GEB, the Head Group Internal Audit
and lead audit partner were interviewed as part of the external
review. The external appraisers also attended BoD meetings and
selected committee meetings as observers and reviewed
governance-related documentation.

The results of the in-depth external assessment concluded
that the BoD and its committees were operating effectively, in
line with best practice and best in class in comparison with
leading European peers. The final report did not raise any
material issues, but did make a number of recommendations for
consideration by the BoD. These led to minor adjustments in the
BoD agenda and served as a source for the definition of the
BoD’s priorities for 2019/2020. Areas of particular focus for the
BoD were strategy, growth and value creation, as well as
succession planning. Furthermore, a particular focus remained

Board of Directors

on the oversight of the regulatory, risk and legal issues as well as
on digital transformation. Environment, social and governance
topics, in particular sustainability and the continued emphasis on
cultural values were other key priorities.

BoD Committees

The committees listed on the following pages assist the BoD in
the performance of its responsibilities. These committees and
their charters are described in the Organization Regulations,
published at www.ubs.com/governance. The committees meet
as often as their business requires, but at least four times a year
each for the Audit Committee, the Risk Committee and the
Compensation Committee, and twice a year each for the
Corporate Culture and Responsibility Committee and the
Governance and Nominating Committee. Topics of common
interest or affecting more than one committee are discussed at
joint committee meetings. The Audit Committee and the Risk
Committee hold at least four joint meetings a year.

During 2019, a total of ten joint committee meetings were
held for UBS Group AG (nine joint committee meetings were
held for UBS AG). The Risk Committee held one meeting with
the Compensation Committee, one with the Corporate Culture
and Responsibility Committee, and eight with the Audit
Committee.

Meeting attendance
without GEB?

Meeting and call
Members in 2019

attendance with GEB*

Axel A. Weber, Chairman 8/8 100% 15/15 100%
Michel Demaré? 2/2 100% 5/5 100%
David Sidwell 8/8 100% 15/15 100%
Jeremy Anderson 8/8 100% 15/15 100%
William C. Dudley? 6/6 100% 8/10 80%
Reto Francioni 8/8 100% 15/15 100%
Ann F. Godbehere! 2/2 100% 5/5 100%
Fred Hu 7/8 88% 13/15 87%
Julie G. Richardson 8/8 100% 15/15 100%
Isabelle Romy 8/8 100% 15/15 100%
Robert W. Scully 8/8 100% 15/15 100%
Beatrice Weder di Mauro 8/8 100% 15/15 100%
Dieter Wemmer 8/8 100% 15/15 100%
Jeanette Wong? 6/6 100% 10/10 100%

Key responsibilities include:

The Board has ultimate responsibility for the success of the Group and for
delivering sustainable shareholder value within a framework of prudent and
effective controls. It decides on the Group’s strategy and the necessary financial
and human resources upon recommendation of the Group CEO and sets

the Group’s values and standards to ensure that its obligations to shareholders
and other stakeholders are met.

— Refer to the Organization Regulations of UBS Group AG,
available at www.ubs.com/governance, for more information

1 Michel Demaré and Ann F. Godbehere did not stand for re-election at the 2019 AGM; indicated are their attended and total meetings up to the 2019 AGM. 2 William C. Dudley and Jeanette Wong were elected to the
Board at the 2019 AGM; indicated are their attended and total meetings after their election.

222

3 Additionally, two ad hoc calls took place in 2019. 4 Additionally, six ad hoc calls took place in 2019.

For the purpose of this Supplement, this page is referred to as page 269


https://www.ubs.com/governance
https://www.ubs.com/governance

Audit Committee

The Audit Committee consisted of five BoD members
throughout 2019, all of whom were determined by the BoD to
be fully independent. As a group, members of the Audit
Committee must have the necessary qualifications and skills to
perform all of their duties and together must possess financial
literacy and experience in banking and risk management.

The Audit Committee itself does not perform audits but
oversees the work of the external auditors, Ernst & Young Ltd,
who in turn are responsible for auditing UBS Group AG's and
UBS AG’s annual financial statements and for reviewing the
quarterly financial statements.

In particular, the Audit Committee monitors the integrity of
the financial statements of UBS Group AG and UBS AG and any
announcements related to financial performance, and reviews
significant financial reporting judgments contained in them,
before recommending their approval to the BoD or proposing
any adjustments the Audit Committee considers appropriate.

The Audit Committee oversees the relationship with and
assesses the qualifications, expertise, effectiveness,
independence and performance of the external auditors and
their lead audit partner, and supports the BoD in reaching a
decision in relation to the appointment, reappointment or
dismissal of the external auditors and to the rotation of the lead
audit partner. The BoD then submits these proposals to the
shareholders for approval at the AGM.

During 2019, the Audit Committee held eight committee

Audit Committee

meetings and eight calls with a participation rate of 98%. The
average duration of each of the meetings and calls was
approximately 150 minutes. In 2019, for both UBS Group AG
and UBS AG, the frequency and length of meetings were the
same. All of the meetings and calls of the Audit Committee
were attended by the Group Chief Financial Officer as well as
the Group Controller and Chief Accounting Officer. In 2019, the
Chairperson and the committee met on a regular basis with core
supervisory authorities.

All Audit Committee members have accounting or related
financial management expertise and, in compliance with the
rules established pursuant to the US Sarbanes-Oxley Act of
2002, at least one member qualifies as a financial expert. The
New York Stock Exchange (the NYSE) listing standards on
corporate governance and Rule 10A-3 under the US Securities
Exchange Act set more stringent independence requirements for
members of audit committees than for the other members of
the BoD. Throughout 2019, all members of the Audit
Committee, in addition to satisfying our independence criteria,
satisfied these requirements, in that they did not receive, directly
or indirectly, any consulting, advisory or compensatory fees from
any member of the Group other than in their capacity as a BoD
member, did not hold, directly or indirectly, UBS Group AG
shares in excess of 5% of the outstanding capital, and did not
serve on the audit committees of more than two other public
companies.

Meeting and

Members in 2019 call attendance

Key responsibilities include:

The function of the Audit Committee is to support the Board in fulfilling its oversight duty relating to
financial reporting and internal controls over financial reporting, the effectiveness of the external and
internal audit functions, and the effectiveness of whistleblowing procedures.

Management is responsible for the preparation, presentation and integrity of the financial statements,

Jeremy Anderson (Chairperson) 16/16 100%
Michel Demaré! 8/8 100%
Ann F. Godbehere! 8/8 100%
Isabelle Romy 16/16 100%
Beatrice Weder di Mauro 14/16 88%
Dieter Wemmer? 8/8 100%
Jeanette Wong? 8/8 100%

while the external auditors are responsible for auditing financial statements. The Audit Committee’s
responsibility is one of oversight and review.

— Refer to the Organization Regulations of UBS Group AG,
available at www.ubs.com/governance, for more information

1 Michel Demaré and Ann F. Godbehere did not stand for re-election at the 2019 AGM; indicated are their attended and total meetings up to the 2019 AGM. 2 Following the 2019 AGM, Dieter Wemmer and Jeanette

Wong became members of this committee; indicated are their attended and total meetings after their election.
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Corporate governance and compensation
Corporate governance

Compensation Committee

The Compensation Committee consisted of four independent
BoD members throughout 2019 as indicated in the table below.
In addition to the key responsibilities indicated in the same table,
the Compensation Committee reviews the compensation
disclosures included in this report.

During 2019, the Compensation Committee held six
meetings and two calls with a participation rate of 97%. The
average duration of each of the meetings and calls was
approximately 135 minutes. All meetings were held in the
presence of the Chairman and most were attended by the
Group CEO and external advisors. In 2019, the Chairperson met
on a regular basis with core supervisory authorities.

> Refer to “Board of Directors compensation” in the

“Compensation” section on page 273 of this report for more
information about the Compensation Committee’s decision-
making procedures

Compensation Committee

Corporate Culture and Responsibility Committee

Throughout 2019, the Corporate Culture and Responsibility
Committee consisted of the Chairperson and three independent
BoD members as listed in the table below. The Group CEO and
the Head UBS in society are permanent guests of the Corporate
Culture and Responsibility Committee, while senior regional
representatives (chairmen or Presidents) attended one of the
meetings as guests. During 2019, six meetings were held, with
an average participation rate of 96%. The average duration of
each of the meetings was approximately 100 minutes.

Meeting and
call attendance

Members in 2019

Key responsibilities include:

2/2 100%
8/8  100%
2/2 100%
6/6  100%
5/6 83%
8/8  100%

The Compensation Committee is responsible for:

(i) supporting the Board in its duties to set guidelines on compensation and benefits;

(i) approving the total compensation for the Chairman and the non-independent Board members;

(iii) establishing, together with the Chairman, financial and non-financial performance targets for the Group
CEO and reviewing, upon the recommendation from the Group CEO, financial and non-financial
performance targets for the other GEB members;

(iv) reviewing, in consultation with the Chairman, the performance of the Group CEO in meeting agreed
targets, as well as informing the Board of the individual performance assessments of the GEB members;

(v) proposing, together with the Chairman, total individual compensation for the independent Board

members and Group CEO for approval by the Board; and
(vi) proposing to the Board for approval, upon recommendation from the Group CEO, the total individual
compensation for GEB members.

— Refer to the Organization Regulations of UBS Group AG,
available at www.ubs.com/governance, for more information

1 Michel Demaré and Ann F. Godbehere did not stand for re-election at the 2019 AGM; indicated are their attended and total meetings up to the 2019 AGM. 2 Reto Francioni and Fred Hu were elected to this commit-

tee at the 2019 AGM; indicated are their attended and total meetings after their election.

Corporate Culture and Responsibility Committee

Meeting
attendance

Members in 2019

Key responsibilities include:

The Corporate Culture and Responsibility Committee supports the Board in its duties to safeguard and
advance the Group’s reputation for responsible and sustainable conduct. Its function is forward-looking in
that it monitors and reviews societal trends and transformational developments and assesses their

In undertaking this assessment, it reviews stakeholder concerns and expectations pertaining to the societal
performance of UBS and to the development of its corporate culture. The Corporate Culture and Responsibility
Committee’s function also encompasses the monitoring of the current state and implementation of

6/6 100%
6/6 100%
3/4 75% potential relevance for the Group.
2/2 100%
6/6 100%

the programs and initiatives within the Group pertaining to corporate culture and corporate responsibility.

— Refer to the Organization Regulations of UBS Group AG,
available at www.ubs.com/governance, for more information

1 Following the 2019 AGM, William C. Dudley became a member of this committee; indicated are his attended and total meetings after his election.

2 After the 2019 AGM, Reto Francioni was no longer member of this

committee, instead he was elected member of the Compensation Committee; indicated are his attended and total meetings up to the 2019 AGM.

N
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Governance and Nominating Committee

In 2019, the Governance and Nominating Committee consisted
of the Chairperson and three independent members as listed in
the table below; after the AGM, there were four independent
members. During 2019, nine meetings were held with a
participation rate of 100%. The average duration of each of the
meetings was approximately 130 minutes and, additionally,
three ad hoc calls took place. The Group CEO attended all
meetings.

Risk Committee

In 2019, the Risk Committee comprised five independent BoD
members as listed in the table below. During 2019, the Risk
Committee held nine committee meetings and six calls with a
participation rate of 100%. The average duration of each of the
meetings and calls was approximately 190 minutes. In 2019, the
frequency and length of the meetings were the same for both
UBS Group AG and UBS AG. Usually, the Group CEO, the Group
CFO, the Group Chief Risk Officer and the Group General
Counsel attended the meetings and calls. In 2019, the
Chairperson and the committee met on a regular basis with core
supervisory authorities.

Ad hoc committees

The Special Committee and the Strategy Committee are two ad
hoc committees that have a standing composition and that hold
meetings as and when required.

Governance and Nominating Committee

The Special Committee is composed of four BoD members
and its primary purpose is to oversee activities related to key
litigation and investigation matters, review management'’s
respective proposals and submit recommendations for decision
to the BoD. For 2019, the key focus was the French cross-
border matter, following the first court verdict in February
2019. Jeremy Anderson chaired the Special Committee, with
Julie G. Richardson, David Sidwell and Axel A. Weber as
additional members. The Group CEO was a permanent guest.
During 2019, a half-day workshop, two meetings and three
calls were held. The frequency and length of the meetings
were the same for both UBS Group AG and UBS AG.

The Strategy Committee is composed of four BoD members
and its primary purpose is to support management and the
BoD with regard to the assessment of strategic considerations,
as well as to assist the planning of the annual strategy
meetings for the BoD and the GEB. The committee submits
recommendations for decision to the BoD. Axel A. Weber
chaired the Strategy Committee, with Fred Hu, Robert
W. Scully and Dieter Wemmer as additional members. The
Group CEO, the Group CFO and the Head of Strategy were
permanent guests. During 2019, two meetings and six calls
were held. The frequency and length of the meetings were the
same for both UBS Group AG and UBS AG.

The function of the Governance and Nominating Committee is to support the Board in fulfilling its duty to
establish best practices in corporate governance across the Group, including conducting a Board assessment,
establishing and maintaining a process for appointing new Board and GEB members as well as for the

— Refer to the Organization Regulations of UBS Group AG,
available at www.ubs.com/governance, for more information

Meeting

Members in 2019 attendance Key responsibilities include:

Axel A. Weber (Chairperson) 9/9 100%

Jeremy Anderson’ 6/6 100%

Michel Demaré? 33 100% annual performance assessment of the Board.
Julie G. Richardson' 6/6 100%

Isabelle Romy 9/9 100%

David Sidwell 9/9 100%

1 Following the 2019 AGM, Jeremy Anderson and Julie G. Richardson became members of this committee; indicated are their attended and total meetings after their election. 2 Michel Demaré did not stand for

re-election at the 2019 AGM; indicated are his attended and total meetings up to the 2019 AGM.

Risk Committee

Meeting and

Members in 2019 call attendance

Key responsibilities include:

The function of the Risk Committee is to oversee and support the Board in fulfilling its duty to set and

supervise an appropriate risk management and control framework in the areas of:

(i) risk management and control, including credit, market and treasury risks as well as legal, compliance
and operational risks, including conduct risks; and

(i) balance sheet, treasury and capital management, including funding, liquidity and equity attribution.

The Risk Committee considers the potential effects of the aforementioned risks on the Group’s reputation.

— Refer to the Organization Regulations of UBS Group AG,

David Sidwell (Chairperson) 15/15  100%
William C. Dudley’ 11/11 100%
Reto Francioni 15/15 100%
Julie G. Richardson 15/15  100%
Robert W. Scully 15/15  100%
Dieter Wemmer? 4/4  100%

available at www.ubs.com/governance, for more information

1 Following the 2019 AGM, William C. Dudley became a member of this committee; indicated are his attended and total meetings after his election. 2 After the 2019 AGM, Dieter Wemmer was no longer a member of
this committee, instead he became a member of the Audit Committee; indicated are his attended and total meetings up to the 2019 AGM.
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Corporate governance and compensation
Corporate governance

Roles and responsibilities of the Chairman of the Board of
Directors

Axel A. Weber serves as a full-time Chairman of the BoD, in line
with his employment contract.

The Chairman coordinates tasks within the BoD, calls BoD
meetings and sets their agendas. He presides over all general
meetings of shareholders and works with the committee
Chairpersons to coordinate the work of all BoD committees.
Together with the Group CEO, the Chairman is responsible for
effective  communication with  shareholders and other
stakeholders, including government officials, regulators and
public organizations. This is in addition to establishing and
maintaining a close working relationship with the Group CEO
and other GEB members, and providing advice and support
when appropriate, including continuing to support the firm’s
cultural change as a key priority on the basis of our Pillars,
Principles and Behaviors.

—> Refer to “Employees” in the “"How we create value for our
stakeholders” section on page 43 and to the foldout pages of
this report for more information about our Pillars, Principles
and Behaviors

In 2019, the Chairman met on a regular basis with core
supervisory authorities in all major regions where UBS is active.
Meetings with important supervisory authorities in other regions
were scheduled on an ad hoc or needs-driven basis.

Roles and responsibilities of the Vice Chairmen and the
Senior Independent Director

The BoD appoints one or more Vice Chairmen and a Senior
Independent Director. If the BoD appoints more than one Vice
Chairman, one of them must be independent. Both the Vice
Chairman and the Senior Independent Director support the
Chairman with regard to his responsibilities and authorities and
provide him with advice. In conjunction with the Chairman and the
Governance and Nominating Committee, they facilitate good
Group-wide corporate governance, as well as balanced leadership
and control within the Group, the Board and the committees.
David Sidwell has been appointed as Vice Chairman and Senior
Independent Director. The Vice Chairman is required to lead and
has led meetings of the BoD in the temporary absence of the
Chairman. Together with the Governance and Nominating
Committee, he is tasked with the ongoing monitoring and the
annual evaluation of the Chairman. Furthermore, he represents
UBS on behalf of the Chairman in meetings with internal or
external stakeholders. The Senior Independent Director enables and
supports communication and the flow of information among the
independent BoD members. At least twice a year, he organizes and
leads a meeting of the independent BoD members without the
participation of the Chairman. In 2019, two independent BoD
meetings were held for UBS Group AG and UBS AG, with an
average participation rate of 77% and an average duration of
approximately 160 minutes. The Senior Independent Director also
relays to the Chairman any issues or concerns raised by the
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independent BoD members and acts as a point of contact for
shareholders and stakeholders seeking discussions with an
independent BoD member.

Important business connections of independent members of
the Board of Directors

As a global financial services provider and a major Swiss bank, we
enter into business relationships with many large companies,
including some in which our BoD members assume management
or independent board responsibilities. The Governance and
Nominating Committee determines in each instance whether the
nature of the Group's business relationship with such a company
might compromise our BoD members’ capacity to express
independent judgment.

Our Organization Regulations require three-quarters of the UBS
Group AG BoD members and one-third of those at UBS AG to be
independent. For this purpose, independence is determined in
accordance with the FINMA Circular 2017/1 “Corporate
governance — banks” and the NYSE rules.

In 2019, our BoD met the standards of the Organization
Regulations for the percentage of directors that are considered
independent under the criteria described above. Since our
Chairman is employed full-time by UBS Group AG, he is not
considered independent. No other BoD member has a significant
business connection to UBS or any of its subsidiaries.

All relationships and transactions with UBS Group AG's
independent BoD members are conducted in the ordinary course
of business and are on the same terms as those prevailing at the
time for comparable transactions with non-affiliated persons. All
relationships and transactions with BoD members’ associated
companies are conducted at arm’s length.

—» Refer to “Note 35 Related parties” in the “Consolidated financial

statements” section on page 473 of this report for more
information

Checks and balances: Board of Directors and Group
Executive Board

We operate under a strict dual board structure, as mandated by
Swiss banking law. The separation of responsibilities between
the BoD and the GEB is clearly defined in the Organization
Regulations. The BoD decides on the strategy of the Group upon
recommendations by the Group CEO and exercises ultimate
supervision over management, whereas the GEB, headed by the
Group CEO, has executive management responsibility. The
functions of Chairman of the BoD and Group CEO are assigned
to two different people, leading to a separation of power. This
structure establishes checks and balances and preserves the
institutional independence of the BoD from the day-to-day
management of the Group, for which responsibility is delegated
to the GEB, under the leadership of the Group CEO. No member
of one board may simultaneously be a member of the other.

Supervision and control of the GEB remains with the BoD.
The authorities and responsibilities of the two bodies are
governed by the Articles of Association and the Organization
Regulations.
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Skills, expertise and training of the Board of Directors

The BoD is composed of members with a broad spectrum of
skills, educational backgrounds, experience and expertise from a
range of sectors that reflect the nature and scope of the firm'’s
business. With a view to recruiting needs, the Governance and
Nominating Committee uses a competencies and experience
matrix as a tool to identify any gaps in the competencies
considered most relevant to the BoD, taking into consideration
the firm’s business exposure, risk profile, strategy and
geographic reach.

We asked our BoD members to rate their four key
competencies from the following nine categories and to rate
one of the two categories indicating the experience in a held
senior position:

Key competencies

— banking (wealth management, asset management, personal
and corporate banking; insurance)

— investment banking, capital markets

— finance, audit, accounting

— risk management

— human resources management, including compensation

- legal, compliance

— technology, cybersecurity

— regulatory authority, central bank

— environment, social and governance (ESG)

Terms of office Geographic diversity' Gender

#) (&) (u

4 <3 years 33% Switzerland 67% male

3 3-6 years 17% Europe 33% female
4 7-9 years 33% USA/Canada
1 >9 years 17% Asia

Leadership experience

— experience as chief executive officer or chairman

— executive board leadership experience (e.g., as chief financial
officer, chief risk officer or chief operating officer of a listed
company)

The Governance and Nominating Committee reviews these
categories and ratings annually to confirm that the BoD
continues to possess the most relevant experience and
competencies to perform BoD duties.

For 2019, competencies in all 11 categories were represented
in our BoD. Particularly strong levels of experience and expertise
existed in these areas:

— financial services
— finance, audit, accounting
— risk management

Furthermore, nine of the 12 BoD members have held or
currently hold chairman, CEO or other executive board-level
leadership positions.

Moreover, education remained an important priority for our
BoD members. In addition to a comprehensive induction
program for new BoD members, continuous training and topical
deep dives are part of the BoD agenda.

> Refer to “Risk governance” in the “Risk management and

control” section on page 109 of this report for information
about our risk governance framework

Competencies and experience?

Key competences 0 2 4 6 8 10

Banking®

Investment banking, capital markets

Finance, audit, accounting

Risk management

HR management, incl. compensation
Legal, compliance

Technology, cybersecurity
Regulatory authority, central bank
ESG*

Leadership experience 0 2 4 6 8 10

Chief executive officer or chairman

Executive board®

1 In the case of dual-nationals, the domicile applies.
ment, personal and corporate banking; insurance. 4 Environmental, social and governance.

2 The bars represent the main strengths of the BoD, up to a maximum of four key competencies and one leadership experience.
5 For example a chief financial officer, chief risk officer or chief operating officer of a listed company.

3 Wealth management, asset manage-
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Corporate governance and compensation
Corporate governance

Succession planning

Succession planning is one of the key responsibilities of both the
BoD and the GEB. Across all divisions and regions, an inclusive
talent development and succession planning process is in place
that is intended to foster the personal development and Group-
wide mobility of our employees. While the recruiting process for
BoD and GEB members takes into account a broad spectrum of
factors, such as skills, backgrounds, experience and expertise,
our approach with regard to diversity considerations does not
constitute a diversity policy within the meaning of the EU
Directive on Non-Financial Reporting and Swiss law does not
require UBS to maintain such a policy.

The succession plans for the GEB and the management layer
below are managed under the lead of the Group CEO. The BoD
reviews and approves the succession plans of the GEB.

For the BoD, the Chairman leads a systematic succession
planning process as illustrated in the chart below.

Board of Directors’ succession planning process

Strategy/environment

b >l

Existing board

Onboarding O
DI:I composition

AGM
election

q Search

K

r

Selection

Our strategy and the business environment constitute the
main drivers in our succession planning process for new BoD
members, as they define the key competencies required on the
BoD. Taking diversity and tenure of the existing BoD
composition into account, the Governance and Nominating
Committee defines the recruiting profile for the search. Both
external and internal sources contribute to identifying suitable
candidates. The Chairman and the members of the Governance
and Nominating Committee meet with potential candidates and,
with the support of the full BoD, nominations are submitted to
the AGM for approval. New BoD members follow an in-depth
onboarding process that is designed to enable them to integrate
efficiently and become effective in their new role. As a result of
this succession planning process, the composition of the BoD is
in line with the demanding requirements of a leading global
financial services firm.
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Information and control instruments with regard to the
Group Executive Board

The BoD is kept informed of the activities of the GEB in
various ways, including regular meetings between the
Chairman, the Group CEO and GEB members. The Group
CEO and other GEB members also participate in BoD
meetings to update its members on all significant issues.
Furthermore, the BoD receives comprehensive reports on a
regular basis, covering financial, capital, funding, liquidity,
regulatory, compliance and legal developments, as well as
performance against plan and forecasts for the remainder of
the year. For important developments, BoD members are also
updated by the GEB in between meetings. In addition, the
Chairman receives the meeting material and minutes of the
GEB meetings.

BoD members may request from other BoD or GEB members
any information about matters concerning the Group that they
require in order to fulfill their duties. When these requests are
raised outside of BoD meetings, such requests must be routed
through the Group Company Secretary and addressed to the
Chairman.

The BoD is supported in discharging its governance
responsibilities by Group Internal Audit (GIA), which assesses the
reliability of financial and operational information and the
effectiveness of processes for compliance with legal, regulatory
and statutory requirements.

The Head GIA reports directly to the Chairman. In addition,
GIA has a functional reporting line to the Audit Committee in
accordance with its responsibilities as set forth in our
Organization Regulations. The Audit Committee monitors and
assesses the effectiveness, independence and performance of
the Head GIA and GIA, approves GIA’s audit plan and objectives
for the year and monitors GIA's discharge of these objectives.

The committee is also in regular contact with the Head GIA.
GIA issues quarterly reports that provide: a broad overview of
significant audit results and key issues; control themes and
trends based on individual audit results; continuous risk
assessment; and assurance results. The reports are provided to
the Chairman of the BoD, the members of the Audit and the
Risk Committees, the GEB and other stakeholders. Furthermore,
GIA issues an annual activity report providing an assessment of
its activities, processes, audit plan and resourcing requirements
and other important developments affecting GIA. The activity
report is provided to the Chairman of the BoD and to the Audit
Committee, and is an element for their assessment of GIA’s
effectiveness.

> Refer to “Group Internal Audit” in this section for more

information

—> Refer to “Internal risk reporting” in the “Risk management and

control” section on page 115 of this report for information
about reporting to the BoD
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Group Executive Board

The Board of Directors (the BoD) delegates the management of
the business to the Group Executive Board (the GEB).

Responsibilities, authorities and organizational principles
of the Group Executive Board

The GEB, under the leadership of the Group CEO, is comprised
of 13 members. It has executive management responsibility for
the steering of the Group and its business and assumes overall
responsibility for developing and implementing the strategies of
the Group, business divisions and Group functions as approved
by the BoD. The GEB is also the risk council of the Group, with
overall responsibility for establishing and supervising the
implementation of risk management and control principles, as
well as for managing the risk profile of the Group, as
determined by the BoD and the Risk Committee.

At UBS AG management of the business is also delegated,
and its Executive Board, under the leadership of its President,
has executive management responsibility for UBS AG and its
business. All members of the GEB are also members of UBS AG's
Executive Board, with the exception of Axel P. Lehmann, as
President UBS Switzerland AG.

In 2019, the GEB held 29 meetings for UBS Group AG and
for UBS AG. Of these, five were strategy workshops and seven
were supplementary meetings dedicated to risk remediation
oversight. In addition, four standalone Executive Board meetings
were held for UBS AG.

— Refer to the Organization Regulations of UBS Group AG,

available at www.ubs.com/governance, for more information
about the authorities of the Group Executive Board

Members of the Group Executive Board

On 29 August 2019, we announced that Suni Harford and Igbal
Khan were to join the GEB. Suni Harford, former internal Head
Investments in Asset Management, was to succeed Ulrich Kérner
as President Asset Management. Igbal Khan, formerly an
executive board member at Credit Suisse, was to succeed Martin
Blessing as Co-President Global Wealth Management, alongside
Tom Naratil. Martin Blessing and Ulrich Kdérner stepped down
from the GEB. The biographies of Martin Blessing and Ulrich
Korner can be found on pages 240 and 242 of the UBS Group
AG Annual Report 2018 at www.ubs.com/annualreport. Group
Chief Operating Officer Sabine Keller-Busse was given the
additional role of President UBS Europe, Middle East and Africa.
These changes were effective as per 1 October 2019.

On 19 February 2020, the Board of Directors appointed Ralph
Hamers as the new Group CEO, succeeding Sergio P. Ermotti
effective 1 November 2020. Mr. Hamers will join UBS as a
member of the Group Executive Board on 1 September 2020.

The biographies on the following pages provide information
about the GEB members in office as at 31 December 2019. In
addition to information on mandates, the biographies include
memberships and other activities or functions, as required by the
SIX Swiss Exchange Corporate Governance Directive.

In line with Swiss law, article 36 of UBS Group AG's Articles
of Association limits the number of mandates that GEB members
may hold outside the UBS Group to one board membership in a
listed company and five additional mandates in non-listed
companies. Mandates in companies that are controlled by UBS
or that control UBS are not subject to this limitation. In addition,
GEB members may not hold more than 10 mandates at a time at
the request of the company and eight mandates in associations,
charitable organizations, foundations, trusts and employee
welfare foundations. On 31 December 2019, no member of the
GEB reached the aforementioned thresholds.

Responsibilities and authorities of the Group Asset and
Liability Committee

The Group Asset and Liability Committee (the Group ALCO),
established by the GEB, is responsible for supporting the GEB in
its responsibility to promote the usage of the Group's assets and
liabilities in line with the Group’s strategy, regulatory
commitments and the interests of shareholders and other
stakeholders. The Group ALCO proposes the framework for
capital management, capital allocation, funding and liquidity
risk, and proposes limits and targets for the Group to the BoD
for approval. It oversees the balance sheet management of the
Group, its business divisions and Corporate Center. The
Organization Regulations additionally specify which powers of
the GEB are delegated to the Group ALCO. In 2019, the Group
ALCO held 10 meetings for UBS Group AG. At the same time,
10 meetings were held by the Asset and Liability Committee of
UBS AG, a committee responsible for managing UBS AG's
assets and liabilities in line with the UBS AG and Group
strategy and regulatory requirements.

Management contracts

We have not entered into management contracts with any
companies or natural persons that do not belong to the Group.
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Corporate governance and compensation
Corporate governance

Sergio P. Ermotti

Group Chief Executive Officer

Year of initial appointment
UBS: 2011 (UBS Group AG: 2014, UBS AG: 2011)

Year of birth | Nationality
1960 | Swiss

Professional history and education

Sergio P. Ermotti has been Group Chief Executive Officer of UBS Group
AG since 2014, having held the same position at UBS AG since 2011.
Mr. Ermotti became a member of the GEB in 2011 and was Chairman
and CEO of UBS Group Europe, Middle East and Africa before taking
over as Group CEO. From 2007 to 2010, he was Group Deputy Chief
Executive Officer at UniCredit, and was responsible for the strategic
business areas of Corporate and Investment Banking, and Private
Banking. He joined UniCredit in 2005 as Head of the Markets &
Investment Banking Division. His career began at Merrill Lynch in 1987,
where he held various positions within equity derivatives and capital
markets until 2003. In his last two years there, he served as Co-Head of
Global Equity Markets and as a member of the Executive Management
Committee for Global Markets & Investment Banking. Mr. Ermotti is a
Swiss-certified banking expert and is a graduate of the Advanced
Management Program at Oxford University.

Other activities and functions

— Member of the Board of UBS Switzerland AG

— Chairman of the Board of UBS Optimus Foundation

— Chairman of the Fondazione Ermotti, Lugano

— Member of the Board of the Swiss-American Chamber of Commerce

— Member of the Board of the Global Apprenticeship Network

— Member of the Institut International d’'Etudes Bancaires

— Member of the Said Business School Global Leadership Council,
University of Oxford
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Christian Bluhm

Group Chief Risk Officer

Year of initial appointment
UBS: 2016

Year of birth | Nationality
1969 | German

Professional history and education

Christian Bluhm became a member of the GEB and was appointed
Group Chief Risk Officer of UBS Group AG and UBS AG in 2016. He
joined UBS from FMS Wertmanagement, where he had been Chief Risk
& Financial Officer since 2010 and Spokesman of the Executive Board
from 2012 to 2015. From 2004 to 2009, he worked for Credit Suisse,
where he was Managing Director responsible for Credit Risk
Management in Switzerland and Private Banking worldwide. Mr. Bluhm
was Head of Credit Portfolio Management until 2008 and then Head of
Credit Risk Management Analytics & Instruments after the financial crisis
in 2008. From 2001 to 2004, he worked for Hypovereinsbank in Munich
in Group Credit Portfolio Management, heading a team that specialized
in Structured Finance Analytics. Before starting his banking career with
Deutsche Bank in Credit Risk Management in 1999, he worked as a
postdoctoral fellow at Cornell University and as a scientific assistant at
the University of Greifswald. Mr. Bluhm holds a degree in mathematics
and informatics from the University of Erlangen-Nuremberg and received
his PhD in mathematics from the same university in 1996.

Other activities and functions

— Member of the Board of UBS Switzerland AG

— Chairman of the Foundation Board — International Financial Risk
Institute

‘v
;

Markus U. Diethelm

Group General Counsel

Year of initial appointment
UBS: 2008 (UBS Group AG: 2014, UBS AG: 2008)

Year of birth | Nationality
1957 | Swiss

Professional history and education

Markus U. Diethelm has been Group General Counsel of UBS Group AG
since 2014, having held the same position at UBS AG since 2008, when
he became a member of the GEB. He was a member of the Executive
Board of UBS Business Solutions AG from 2015 to 2016. From 1998 to
2008, he served as Group Chief Legal Officer at Swiss Re, and he was
appointed to that company’s Group Executive Board in 2007. Prior to
that, he was with Los Angeles-based law firm Gibson, Dunn & Crutcher
and focused on corporate matters, securities transactions, litigation and
regulatory investigations while working out of the firm’s Brussels and
Paris offices. From 1989 to 1992, he practiced at Shearman & Sterling in
New York, specializing in mergers and acquisitions. In 1988, he worked
at Paul, Weiss, Rifkind, Wharton & Garrison in New York. After starting
his career in 1983 with Bar & Karrer, he served as a law clerk at Uster
District Court in Switzerland from 1984 to 1985. Mr. Diethelm holds a
law degree from the University of Zurich and a master’s degree and a
PhD from Stanford Law School. He is a qualified attorney-at-law
admitted to the bar in Zurich, Geneva and in New York State.

Other activities and functions

— Chairman of the Swiss-American Chamber of Commerce’s legal
committee

— Chairman of the Swiss Advisory Council of the American Swiss
Foundation

— Member of the Foundation Council of the UBS International Center of
Economics in Society

— Member of the Supervisory Board of the Fonds de Dotation LUMA /
Arles
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Corporate governance and compensation
Corporate governance

Kirt Gardner

Group Chief Financial Officer

Year of initial appointment
UBS: 2016

Year of birth | Nationality
1959 | American (US)

Professional history and education

Kirt Gardner became a member of the GEB and was appointed Group
Chief Financial Officer of UBS Group AG and UBS AG in 2016. He was
CFO Wealth Management from 2013 to 2015. Prior to that, he held a
number of leadership positions at Citigroup, including CFO and Head of
Strategy within Global Transaction Services from 2010 to 2013, Head of
Strategy, Planning and Risk Strategy for the Corporate and Institutional
Division from 2006 to 2010 and Head of Global Strategy and Cost
Management for the Consumer Bank from 2004 to 2006. Prior to that,
Mr. Gardner held the position of Global Head of Financial Services
Strategy for BearingPoint, for which he worked in Asia and New York for
four years. From 1994 to 2000, he was Managing Director at Barents
Group, working in the US, Asia, Latin America and Europe. Mr. Gardner
holds a bachelor’'s degree in economics from Williams College, a
master's degree from the University of Pennsylvania and an MBA in
finance from Wharton School.

Other activities and functions
— Member of the Board of UBS Business Solutions AG
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Suni Harford

President Asset Management

Year of initial appointment
UBS: 2019

Year of birth | Nationality
1962 | American (US)

Professional history and education

Suni Harford became a member of the GEB and was appointed President
Asset Management of UBS Group AG and UBS AG in October 2019. She
has been with UBS since 2017 and joined as Group Managing Director
and Head Investments in the Asset Management business division.
Before joining UBS, Ms. Harford worked for almost 25 years at Citigroup
Inc. in various senior management positions: she was Regional Head of
Markets for North America from 2008 to 2017, with responsibility for
sales, trading, origination and research across all fixed income,
currencies, commodities, equities and municipal businesses. She was also
a member of Citi's Pension Plan Investment Committee and a Director
on the Board of Citibank Canada. From 2004 to 2008, Ms. Harford was
Global Head of Fixed Income Research and, from 1995 to 2004, Co-
Head Debt Capital Markets, Origination, Financial Institutions Group. She
started her career as an investment banker at Merrill Lynch & Co in
1988. Ms. Harford holds an MBA from Tuck School of Business at
Dartmouth and a bachelor’'s degree in physics and mathematics from
Denison University, Ohio.

Other activities and functions

— Chairman of the Board of Directors of UBS Asset Management AG
— Member of the Leadership Council of the Bob Woodruff Foundation
— Member of the Board of UBS Optimus Foundation
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Robert Karofsky

Co-President Investment Bank

Year of initial appointment
UBS: 2018

Year of birth | Nationality
1967 | American (US)

Professional history and education

Robert Karofsky is Co-President Investment Bank at UBS Group AG and
UBS AG and became a member of the GEB in October 2018. He joined
UBS in 2014 as Global Head Equities and has been President UBS
Securities LLC since 2015. From 2011 to 2014, he was Global Head of
Equity Trading at AllianceBernstein. He began his career at Morgan
Stanley in 1994 and joined Deutsche Bank as Head of North American
Equities in 2005, later taking over as Co-Head of Global Equities from
2008 to 2010. Mr. Karofsky holds a bachelor’s degree in economics
from Hobart and William Smith Colleges and an MBA in finance and
statistics from the University of Chicago’s Booth School of Business.

Other activities and functions
— Member of the Board of UBS Securities LLC
— Trustee of the UBS Americas Inc. Political Action Committee

Sabine Keller-Busse

Group Chief Operating Officer and
President UBS Europe, Middle East and Africa

Year of initial appointment
UBS: 2016

Year of birth | Nationality
1965 | Swiss and German

Professional history and education

Sabine Keller-Busse was appointed Group Chief Operating Officer of
UBS Group AG and UBS AG as well as President of the Executive Board
of UBS Business Solutions AG in 2018. In addition, she was appointed
President UBS Europe, Middle East and Africa in October 2019. She was
Group Head Human Resources from 2014 to 2017. Ms. Keller-Busse
became a member of the GEB in 2016. Having joined UBS in 2010, she
served as Chief Operating Officer UBS Switzerland until 2014. Prior to
that, she led Credit Suisse’s Private Clients Region Zurich division for two
years. From 1995 to 2008, she worked for McKinsey & Company, where
she was a Partner from 2002. Ms. Keller-Busse holds a PhD and a
master’s degree, both in business administration, from the University of
St. Gallen.

Other activities and functions

— Member of the Supervisory Board of UBS Europe SE

— Member of the Board of UBS Business Solutions AG

— Vice-Chairman of the Board of Directors of SIX Group (Chairman of
the nomination & compensation committee)

Member of the Foundation Board of the UBS Pension Fund
Member of the Board of the University Hospital Zurich Foundation
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Corporate governance and compensation
Corporate governance

Igbal Khan

Co-President Global Wealth Management

Year of initial appointment
UBS: 2019

Year of birth | Nationality
1976 | Swiss

Professional history and education

Igbal Khan became a member of the GEB and was appointed Co-
President Global Wealth Management of UBS Group AG and UBS AG in
October 2019. Mr. Khan joined UBS from Credit Suisse, where he was
CEO International Wealth Management from 2015 to 2019 and CFO
Private Banking & Wealth Management from 2013 to 2015. Prior to
that, he worked for Ernst & Young (EY), Switzerland, which he joined in
2001. At EY he was Managing Partner Assurance and Advisory Services —
Financial Services, as well as being a member of the Swiss management
committee from 2011 to 2013. Before that, from 2009 to 2011, he held
the position of Industry Lead Partner Banking and Capital Markets,
Switzerland and EMEA Private Banking. Mr. Khan holds an Advanced
Master of International Business Law degree (LLM) from the University of
Zurich. In addition, he is a Certified International Investment Analyst, a
Swiss Certified Public Accountant and a Swiss Certified Trustee.

Other activities and functions
— Member of the Board of Room to Read Switzerland
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Edmund Koh

President UBS Asia Pacific

Year of initial appointment
UBS: 2019

Year of birth | Nationality
1960 | Singaporean

Professional history and education

Edmund Koh became a member of the GEB and was appointed
President UBS Asia Pacific at UBS Group AG and UBS AG in January
2019. He was Head Wealth Management Asia Pacific from 2016 to
2018 and Country Head Singapore from 2012 to 2018. Mr. Koh has
more than 30 years' experience in senior roles in financial services. He
joined UBS in 2012 as Head Wealth Management South East Asia and
Asia Pacific Hub and Country Head Singapore from Taiwan-based Ta
Chong Bank, where he served as President and Director from 2008 to
2011. From 2001 to 2008, Mr.Koh was Managing Director and
Regional Head Consumer Banking of DBS Bank in Singapore. In 2001,
he became CEO of Alverdine Pte Ltd and two years earlier he held the
same position for Prudential Assurance, both companies based in
Singapore. Mr. Koh holds a bachelor of science degree in psychology
from the University of Toronto.

Other activities and functions

— Member of the Wealth Management Institute at Nanyang
Technological University, Singapore

— Member of the Singapore Ministry of Finance’s Committee on the
Future Economy Sub-Committee

— Member of the Financial Centre Advisory Panel

— Member of the Board of Next50 Limited

— Trustee of the Cultural Matching Fund

— Member of the Board of Medico Suites (S) Pte Ltd

— Member of the Board of Medico Republic (S) Pte Ltd

— Council member of the Asian Bureau of Finance and Economic
Research
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Axel P. Lehmann

President Personal & Corporate Banking and President UBS Switzerland

Year of initial appointment
UBS: 2016 (UBS Group AG: 2016, UBS AG: 2016-2017)

Year of birth | Nationality
1959 | Swiss

Professional history and education

Axel P. Lehmann was appointed President Personal & Corporate Banking
at UBS Group AG and President UBS Switzerland in 2018, in addition to
taking over as President of the Executive Board of UBS Switzerland AG.
He became a member of the GEB and was appointed Group Chief
Operating Officer of UBS Group AG and UBS AG in 2016. He was a
member of the BoD of UBS AG from 2009 to 2015 and of UBS Group
AG from 2014 to 2015. Mr. Lehmann became a member of the group
executive committee of Zurich Insurance Group in 2002, holding various
management positions, including CEO for the European and North
America businesses. From 2008 to 2015, he was Chief Risk Officer with
additional responsibilities for Group IT, Regional Chairman for Europe,
Middle East and Africa as well as Chairman for Farmers Group Inc. In
2001, he was appointed CEO for Northern, Central and Eastern Europe
and Zurich Group Germany, having served as a member of the
company’s Group Management Board since 2000 with responsibility for
group-wide business development functions. In 1996, he joined Zurich
as a member of the Executive Committee Switzerland, and previously, he
was Head of Corporate Planning and Controlling at SwissLife, Vice
President of the Institute of Insurance Economics and a visiting professor
at Bocconi University in Milan. Mr. Lehmann holds a PhD and a master’s
degree in business administration and economics from the University of
St. Gallen. He is also a graduate of the Advanced Management Program
of the Wharton School.

Other activities and functions

— Co-Chair of the Global Future Council on Financial and Monetary
Systems of WEF

— Adjunct professor and Chairman of the Board of the Institute of
Insurance Economics at the University of St. Gallen

— Member of the HSG Advisory Board of the University of St. Gallen

— Vice Chairman of the Swiss Finance Institute Foundation Board

— Member of the IMD Foundation Board, Lausanne

— Member of the Board and Board Committee, Zurich Chamber of
Commerce

— Member of the Swiss-American Chamber of Commerce Chapter
Doing Business in USA
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Tom Naratil

Co-President Global Wealth Management and President UBS Americas

Year of initial appointment
UBS: 2011 (UBS Group AG: 2014, UBS AG: 2011)

Year of birth | Nationality
1961 | American (US)

Professional history and education

Tom Naratil became Co-President Global Wealth Management at UBS
Group AG and UBS AG as well as CEO of UBS Americas Holding LLC in
2018. He was appointed President UBS Americas at UBS Group AG and
UBS AG in 2016 and served as President Wealth Management Americas
from 2016 to 2018. He became a member of the GEB in 2011 and was
Group CFO of UBS AG from 2011 to 2015. He held the same position
for UBS Group AG from 2014 to 2015. In addition to the role of Group
CFO, he was Group Chief Operating Officer from 2014 to 2015.
Mr. Naratil was President of the Executive Board of UBS Business
Solutions AG from 2015 to March 2016. He served as CFO and Chief
Risk Officer of Wealth Management Americas from 2009 until his
appointment as Group CFO in 2011. Before 2009, he held various senior
management positions within UBS, including heading the Auction Rate
Securities Solutions Group during the financial crisis in 2008. Mr. Naratil
was named Global Head of Marketing, Segment & Client Development
in 2007, Global Head of Market Strategy & Development in 2005, and
Director of Banking and Transactional Solutions, Wealth Management
USA, in 2002. During this time, he was a member of the Group
Managing Board. He joined Paine Webber Incorporated in 1983 and
after the merger with UBS became Director of the Investment Products
Group. Mr. Naratil holds an MBA in economics from New York University
and a bachelor’s degree in history from Yale University.
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Other activities and functions

— Member of the Board of UBS Americas Holding LLC

— Member of the Board of the American Swiss Foundation

— Member of the Board of Consultors for the College of Nursing at
Villanova University
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Corporate governance and compensation
Corporate governance

Piero Novelli

Co-President Investment Bank

Year of initial appointment
UBS: 2018

Year of birth | Nationality
1965 | Italian

Professional history and education

Piero Novelli is Co-President Investment Bank at UBS Group AG and UBS
AG and became a member of the GEB in October 2018. He was
appointed Co-Executive Chairman Global Investment Banking, Corporate
Client Solutions in 2017 and in 2016 became sole Global Head Advisory
Services including Global Mergers and Acquisitions (M&A). Mr. Novelli
rejoined UBS in 2013 as Chairman Global M&A and Group Managing
Director. From 2011 to 2012, he was Global Co-Head of M&A at
Nomura, having worked as Global Head M&A at UBS between 2004 and
2009. Before that he worked for Merrill Lynch and held the position of
Head of European M&A and Head of European Industrials. Mr. Novelli
holds a master's degree in management from the MIT Sloan School of
Management and a master’s degree in mechanical engineering from
Universita degli Studi di Roma.

Other activities and functions
None
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Markus Ronner

Group Chief Compliance and Governance Officer

Year of initial appointment
UBS: 2018

Year of birth | Nationality
1965 | Swiss

Professional history and education

Markus Ronner is Group Chief Compliance and Governance Officer at
UBS Group AG and UBS AG and became a member of the GEB in
November 2018. In this role, he is responsible at the Group level for
compliance and operational risk control, governmental and regulatory
affairs as well as investigations and governance matters. He became
Head Group Regulatory and Governance in 2012. During his 38 years
with UBS, Mr. Ronner has held various positions across the bank,
including: Group-wide program manager “too big to fail” (2011-2013);
Chief Operating Officer (COO) Wealth Management & Swiss Bank
(2010-2011); Head Products and Services of Wealth Management &
Swiss Bank (2009-2010); COO Asset Management (2007-2009); and
Head Group Internal Audit (2001-2007). Mr. Ronner joined the firm as
an apprentice in 1981 and holds a Swiss Banking Diploma.

Other activities and functions
None
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Change of control and defense measures

Our Articles of Association do not provide any measures for
delaying, deferring or preventing a change of control.

Duty to make an offer

Pursuant to the Swiss Financial Market Infrastructure Act, an
investor who has acquired more than 33'5% of all voting
rights of a company listed in Switzerland (whether directly,
indirectly or in concert with third parties), whether such
rights are exercisable or not, is required to submit a takeover
offer for all listed shares outstanding. We have not elected to
change or opt out of this rule.

Clauses on change of control

Neither the employment agreement with the Chairman of the
BoD nor any employment contracts with the GEB members or
employees holding key functions within the company (Group
Managing Directors) contain change of control clauses.

All employment contracts with GEB members stipulate a
notice period of six months. During the notice period, GEB
members are entitled to their salaries and the continuation of
existing employment benefits and may be eligible to be
considered for a discretionary performance award based on their
contribution during their tenure.

In case of a change of control, we may, at our discretion,
accelerate the vesting of and/or relax applicable forfeiture
provisions of employees’ awards.

—s Refer to the “Compensation” section of this report on page 242

for more information
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Corporate governance and compensation
Corporate governance

Auditors

Audit is an integral part of corporate governance. While
safeguarding their independence, the external auditors closely
coordinate their work with Group Internal Audit. The Audit
Committee and, ultimately, the Board of Directors (BoD)
supervise the effectiveness of audit work.
— Refer to “Board of Directors” in this section for more
information about the Audit Committee

External independent auditors

The Annual General Meeting (the AGM) in 2019 re-elected Ernst
& Young Ltd (EY) as auditors for the Group for a one-year term
of office. EY assumes virtually all auditing functions according to
laws, regulatory requests and the Articles of Association. The EY
lead partner in charge of the Group financial audit since 2015
has been Marie-Laure Delarue. Due to a five-year rotation
requirement, she will be succeeded in 2020 by Bob Jacob. Since
2016, Ira S. Fitlin has been the co-signing partner for the
financial statement audit, with an incumbency limit of seven
years. Patrick Schwaller has been the Lead Auditor to the Swiss
Financial Market Supervisory Authority (FINMA) since 2015, with
an incumbency limited to six years because of prior audit service
to the Group in another role. Daniel Martin has been the co-
signing partner for the FINMA audit since 2019, with an
incumbency limit of seven years.

During 2019, the Audit Committee held eight meetings and
three calls with the external auditors. The Audit Committee
assesses the performance, effectiveness and independence of
the external auditors on an annual basis. The assessment is

Fees paid to external independent auditors

based on interviews with senior management as well as survey
feedback from stakeholders across the Group. Assessment
criteria include quality of service delivery, quality and
competence of the audit team, value added as part of the audit,
insightfulness and the overall relationship with EY. Based on its
own analysis and the assessment results, the Audit Committee
concluded that EY’s audit has been effective.

Special auditors for potential capital increases
At the AGM on 3 May 2018, BDO AG was reappointed as
special auditors for a three-year term of office. Special auditors
provide audit opinions in connection with potential capital
increases independently from other auditors.

Fees paid to external independent auditors

The fees (including expenses) paid to EY are set forth in the table
below. In addition, EY received USD 30.2 million in 2019
(USD 30.3 million in 2018) for services performed on behalf of
our investment funds, many of which have independent fund
boards or trustees.

Audit work includes all services necessary to perform the
audit for the Group in accordance with applicable laws and
generally accepted auditing standards, as well as other
assurance services that conventionally only the auditor can
provide. These include statutory and regulatory audits,
attestation services and the review of documents to be filed with
regulatory bodies. The additional services classified as audit in
2019 included several engagements for which EY was mandated
at the request of FINMA.

UBS Group AG and its subsidiaries (including UBS AG) paid the following fees (including expenses) to its external independent

auditors.

USD thousand 31.12.19 31.12.18
Audit

Global audit fees 52,448 54,716
Additional services classified as audit (services required by law or statute, including work of a non-recurring nature mandated by requlators) 12,88 16,595
Total audit! 65,255 71,310
Non-audit

Audit-related fees 8,722 8,711
..... ofW/ncﬁassuranceandaz‘re;raz‘/onsefw(es4/5553’90
..... ofW/;/cﬁcom‘m/andperforman(erepon‘s4374326/
""" of which: consultation concerning financial accounting and reporting standards T ey g
T 1 G : 212
L 2 ! o
Total non-audit’ 12,978 10,459

1 Total audit and non-audit fees amounted to USD 78,234 thousand for UBS Group AG consolidated as of 31 December 2019 (31 December 2018: USD 81,770 thousand), of which USD 51,926 thousand related to

UBS AG consolidated (31 December 2018: USD 56,493 thousand).
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Audit-related work comprises assurance and related services
that are traditionally performed by the auditor, such as
attestation services related to financial reporting, internal control
reviews and performance standard reviews, as well as
consultation concerning financial accounting and reporting
standards.

Tax work involves services performed by professional staff in
EY’s tax division and includes tax compliance and tax
consultation with respect to our own affairs.

“Other” services are permitted services, which
technical IT security control reviews and assessments.

include

Preapproval procedures

To ensure EY’s independence, all services provided by EY have to
be preapproved by the Audit Committee. A preapproval may be
granted either for a specific mandate or in the form of a blanket
preapproval authorizing a limited and well-defined type and
amount of services.

The Audit Committee has delegated preapproval authority to
its Chairperson. The Group Chief Financial Officer and the
Group Controller and Chief Accounting Officer submit all
proposals for services by EY to the Chairperson of the Audit
Committee for approval, unless there is an agreed preapproval
in place. At each quarterly meeting, the Audit Committee is
informed of the approvals granted by its Chairperson and of
services authorized under blanket preapprovals.

Group Internal Audit

Group Internal Audit (GIA) performs the internal auditing

function for the Group, and in 2019 operated with an average

headcount of 539 full-time equivalent employees. It is an
independent and objective function that supports the Group in
achieving its strategic, operational, financial and compliance
objectives, and the BoD in discharging its governance
responsibilities.

To support the achievement of UBS's objectives, GIA
independently, objectively and systematically assesses the:

(i)  soundness of the Group's risk and control culture;

(i) reliability and integrity of financial and operational
information, including whether activities are properly,
accurately and completely recorded, and the quality of
underlying data and models; and

(iii) design, operating effectiveness and sustainability of:

— processes to define strategy and risk appetite, as well as
the overall adherence to the approved strategy;

— governance processes,

— risk management, including whether risks are
appropriately identified and managed;

— internal controls, specifically whether they are
commensurate with the risks taken;

— remediation activities; and

— processes to comply with legal and regulatory
requirements, internal policies, and the Group's
constitutional documents and contracts.

Audit reports that include significant issues are provided to
the Group CEO, relevant GEB members and other responsible
management. The Chairman, the Audit Committee and the Risk
Committee of the BoD are also regularly informed of such
issues.

In addition, GIA reviews whether issues with moderate to
significant impact have been successfully remediated. This
responsibility applies to issues identified by all sources: business
management (first line of defense), control functions (second
line of defense), GIA (third line of defense), external auditors and
regulators. GIA also cooperates closely with risk control
functions and internal and external legal advisors on
investigations into major control issues.

To maximize GIA's independence from management, the
Head GIA reports to the Chairman of the BoD and to the Audit
Committee, which assesses annually whether GIA has sufficient
resources to perform its function, as well as its independence
and performance. In th